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Abstract:

People's buying patterns and thought processes have been impacted by the idea of a "digital
society," which has sparked a shift in traditional cash transactions and toward digital payment
options. This payment system revolution has not only changed the manner that financial
transactions are carried out, but it has also had a significant impact on people's spending habits
and psychological decision-making processes. The fast, straightforward, and easy nature of
digital payment options has consequently led to a significant shift in customer behavior.

Consumers who can deal digitally can experience instant satisfaction while making purchases
because they can do so quickly and easily. This instant sense of satisfaction can lead to
impulsive purchases and a tendency to overspend.

Moreover, consumers are often lured by rewards, discounts, and cashback incentives from
digital payment services like Amazon Pay and Google Pay, which act as powerful inducements
for higher spending. These alluring incentives have the potential to cause people to make
additional purchases—sometimes even beyond what they initially needed—just to take
advantage of these attractive deals. As people are lured to make purchases not only out of
necessity but also in pursuit of the appealing rewards and cost savings offered by these digital
payment services, this trend adds to a culture of excessive and impulsive spending. The
availability of these incentives heightens the appeal and ease of use of digital payments while
also possibly encouraging a tendency toward more spending.
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Introduction:

A new era of ease has been brought about by the widespread use of electronic payment
systems and the emergence of a digital culture, which has significantly changed how people
handle their expenses. People used to mostly rely on actual cash that they carried around in
their wallets, which frequently fostered more thoughtful and frugal spending. This was a result
of their immediate and real awareness of their financial resources. But there has been a major
shift in consumer buying habits with the arrival of credit cards and, more recently, digital
payment methods like UPls, Amazon Pay, and Google Pay.

In the contemporary landscape, it has become remarkably simpler for individuals to conduct
transactions without an instant recognition of the budgetary implications. The accessibility and
quickness of these transactions can sometimes lead to impulsive buying decisions. Promotions,
discounts, and cashback incentives offered by these services further encourage this behavior.
Individuals might make unplanned purchases because they are enticed by these offers, even if
they do not genuinely need the items they are buying.

Being financially conscious entails keeping a close eye on your finances, making wise spending
decisions, and being fully aware of the long-term effects of your choices. It all comes down to
finding a balance between good financial management and the ease of digital payments.
Potential drawbacks of digital payment ease can be lessened by encouraging people to create
budgets, think things over carefully before making purchases, and be more conscious of their
spending patterns.

Literature Review:

Government policy reforms have brought about a revolution in terms of growth, technology
content, and market structure, as well as an increase in the penetration of mobile and internet
usage driven by a large boom in digital payments. In addition, the Indian government launched
the Digital India program in 2016 with the goal of transforming Indian society into one that is
enabled by technology (Neha Gupta, Jennifer Jagose, Aditya Mulye, 2022). Additionally, the
government was a crucial factor in pushing the idea of a cashless society.

During the COVID-19 pandemic, the rate of adoption of digital payment methods increased
even more. Both the comfort of the user and quicker, easier transactions are provided via this
technology. Due to the ease of use this medium offered, customers began making impulsive
purchases.



Classification of
digital wallets

Open wallet

Open digital wallet is used to
purchase goods and services,
including financial products like
insurance and mutual funds. It can
also be used to withdraw cash at
ATMs or transfer funds at
merchant locations and point-of-
sale terminals where such cards
are accepted.

Semi closed
wallet

Through semi-closed wallets, an
individual can shop online, recharge
phone and pay bills. However,
through these wallets, one cannot
withdraw cash from an ATM. Through
semiclosed wallets, one can purchase
goods and services with listed
merchants partnered with the wallets’
company. Paytm, PayUMoney,
MobiKwik, Oxigen are few examples
of semi-closed digital wallets.

Closed wallet

Wallets issued to consumers for
exclusive use are known as closed
wallets. These can be used when
transacting with these respective
companies. A certain amount is
locked with the company, in case you
cancel or return the order. When a
customer return or cancel an order,
the merchant company credits your
wallet account with the refund
amount directly. Examples of closed
digital wallets include BigBasket

wallet, MakeMyTrip wallet, etc.

Figure 1 Classification of digital wallets by Akhila Pai H.

The use of this digital payment service also induced impulsive buying behavior among the
consumers. Instant gratification is the term used to describe the immediate pleasure
experienced after fulfilling an acute demand without considering the long-term consequences.
Impulsive buying is the tendency to make purchases without prior forethought. It occurs when
consumers browse any kind of good or service and give in to the impulse to buy it without
giving it any thought. Whether or not that product is necessary.

Impulsive purchasing and consumer personality are closely related. People who exhibit
emotional instability—characterized by traits such as worry, moodiness, and self-doubt—are
more likely to act on impulse. This emotional inconsistent conduct is commonly known as
"neuroticism," and research indicates that it positively correlates with impulsive purchasing.
Individuals who have a strong propensity for making impulsive purchases are especially
vulnerable to the persuasive power of marketing techniques like pictures, commercials, and
gifts, which may stimulate their curiosity and result in impulsive purchases (Anant Jyoti
Badgaiyan and Anshul Verma, 2014).

Cashback and incentive points are additional factors that impact consumer behavior on online
platforms. The scenario serves as a stimulant, which may affect the consumer's mental process
and encourage impulsive purchasing.



Research Methodology:

The study was carried out with both Primary and Secondary data. Primary data was collected
with the help of a structured questionnaire, circulated with the help of google form. A
guestionnaire was developed and was floated in the form of a survey. Secondary data was
collected through the internet and other journal and published articles related to the topic.

Snowball Sampling Technique was used to circulate the survey. It was floated among the
network of friends, and they floated it among their network and so on the sample size was built
on.

Sample size of 122 respondents were collected to understand the role of digitization and its
impact on the spending habits of the consumer. Among the 122 participants, 71 identified as
female (58.2%), 50 identified as male (41%), 1 identified as non-binary (0.8%).

The survey's aim was to understand the penetration of technology and the reason it was
preferred by consumers. The questions of the survey included their demographics, educational
qualification, awareness about the online payment services and what is used by them, the sectors
in which money flows through the online transactional systems, the frequency of using these
modes and the amount of money spent monthly and the specifications that the service offer for
being preferred by the consumer.

Conclusion:

The convenience and efficiency of digital payment services have undeniably improved our daily
lives. However, in a society where cashless transactions have become the norm, the
disconnection between physical money and digital transactions can lead to unforeseen financial
consequences. That is why it is imperative for consumers to remain vigilant about their
spending habits. Financial education and prudent financial planning are more critical than ever
in this environment.

While the development of digital payment systems has undoubtedly enhanced the efficiency
and convenience of financial transactions, it has also introduced a shift in consumer behavior.
Impulsive buying has become more common in this digital era. To address this, fostering
financial mindfulness becomes essential. It is the key to helping people make responsible and
educated spending decisions as they navigate this new landscape of digital money. Striking a
harmonious balance between the convenience of cashless transactions and responsible
financial management is the path to maintaining financial well-being in this digital age.

Reference:

Akhila Pai H., 2018, “Study On Consumer Perception Towards Digital Wallets”,
http://ijrar.com/upload issue/ijrar _issue 20542959.pdf



http://ijrar.com/upload_issue/ijrar_issue_20542959.pdf

Risca Kurnia Sari, Satria Putra Utama, Anisa Zairina, 2021, “The Effect of Online Shopping and E-
Wallet on Consumer Impulse Buying”,
https://pdfs.semanticscholar.org/b0d8/f00b7ef49a77cc350ae1680f0ab5d6958275.pdf

Anisa Zairina, Jennifer Jagose, Aditya Mulye, 2022, “The Shifts in Millennial Consumer Behavior
Due to Disruption Caused by Digital Wallets in India”,
https://www.proguest.com/openview/9f56b4302bbd96c048833a251967950e/1?pg-
origsite=gscholar&cbl=38744

Yi Yong Lee, Chin Lay Gan, Tze Wei Liew, 2022, “The Impacts of Mobile Wallet App
Characteristics on Online Impulse Buying: A Moderated Mediation Model”,
https://www.hindawi.com/journals/hbet/2022/2767735/

Sushma A R, 2019, “Cashless Economy and Digitialization”,
https://mcom.sfgc.ac.in/downloads/special-issue-nov-2019.pdf#page=145

Anant Jyoti Badgaiyan, Anshul Verma, 2014, “Intrinsic factors affecting impulsive buying
behavior—Evidence from India”,

https://sci-hub.se/https:/www.sciencedirect.com/science/article/abs/pii/S0969698914000526

Lavanya Mary, Ankitha Antony, 2022, “Digital payment systems (DPS) and its influence on
impulsive buying behavior of consumers” https://media.neliti.com/media/publications/422533-
digital-payment-systems-dps-and-its-infl-39138d66.pdf



https://pdfs.semanticscholar.org/b0d8/f00b7ef49a77cc350ae1680f0ab5d6958275.pdf
https://www.proquest.com/openview/9f56b4302bbd96c048833a251967950e/1?pq-origsite=gscholar&cbl=38744
https://www.proquest.com/openview/9f56b4302bbd96c048833a251967950e/1?pq-origsite=gscholar&cbl=38744
https://www.hindawi.com/journals/hbet/2022/2767735/
https://mcom.sfgc.ac.in/downloads/special-issue-nov-2019.pdf#page=145
https://sci-hub.se/https:/www.sciencedirect.com/science/article/abs/pii/S0969698914000526
https://media.neliti.com/media/publications/422533-digital-payment-systems-dps-and-its-infl-39138d66.pdf
https://media.neliti.com/media/publications/422533-digital-payment-systems-dps-and-its-infl-39138d66.pdf

