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KEY NOTE

DIGITAL PAYMENT SYSTEM

Digital Payment System refers to the electronic consumer transactions that include

payments of goods and services through online means. Earlier, almost all the business

transactions were done through cash payments but with the time banks came into existence and

the society underwent a financial revolution. All the modes of conventional payments and

settlement process act as a bottleneck in the fast moving commerce environment, but now

information technology has led to the development of new forms of payments through digital

modes.

There are different methods to pay electronically like prepaid cards, NEFT, RTGS,

mobile banking etc. Prepaid cards are the plastic cards with a unique identity number. The

customer must have access to bank account if he wants to prevail the service of prepaid cards.

NEFT (National Electronic Funds Transfer) is a nation-wide payment system for transferring

funds in which transfer of money takes place from one bank to another on net basis. RTGS (Real

Time Gross Settlement) is an online system for transferring funds in which transfer of money

takes place from one bank to another. The RTGS system is suited for low-volume, high-value

transactions. Mobile banking is a service provided by a bank or financial institution that allows

its customers to perform banking transactions using an electronic device connected with internet

such as a mobile phones or tablets. It uses a software which is known as application for

conducting the transactions.

Electronic payment system has benefits for both buyers and sellers.

a) It provides a wide a range of payment options.

b) It is safe and secure to be used.

c) It allows the consumer to transfer the funds without handling physical cash.

a) It protects the company from costly labour, materials and services.

b) Digital payment system ensures faster processing of transactions.

c) It reduces the visibility of information.

Now the question arises, Is India ready for Digital Payment System?

For digital payment system, the following conditions must be fulfilled:

Financial Stability

Education Level

Benefits to the Buyers:

Benefits to the Sellers
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Smart phones/ Laptops & Internet connections

Physical Infrastructure

According to World Bank Report, 1 in 5 Indians is poor and 80

percent of India's poor population lives in rural areas and they spend more on food, fuel and light

than on other items.

There are a large number of people in India who cannot read or write.

Literacy rate varies between states. India's literacy rate is 74.04 per cent.

In the year 2018, only 36% of the

population have access to mobile phones. 82% of Indians does not have access to internet and

only 12% of people in India own their personal computer. (data driven from different sources)

According to 2011 census of India, 68.8% of India's

population lives in 640,867 different villages and on an average 3-5 small shops exist in one

village. In total approximately 19,22,601 shops are owned in villages. So, is it feasible to have

digital payment system in all these type of areas?

In the current scenario, 5% of all payments happen electronically. 0.2% of retail happens

through e-commerce, 10% of bank account holders use net banking.According to Reserve Bank

of India, cash still accounts for 90% of all monetary transactions in India. Now, it is up to you to

decide whether India is ready for Digital Payment System or not?

Financial Stability -

Education Level -

Smart phones/ Laptops & Internet connections -

Physical Infrastructure -
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