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Abstract: Digital payment systems have become a transformative tool in the public sector,
revolutionizing the way financial operations are managed, making financial processes more efficient,
transparent, and effective. In this paper, the authors explore how digital payment infrastructures,
especially real-time payment systems, the Unified Payments Interface (UPI), the Direct Benefit Transfer
(DBT) mechanisms and the new Central Bank Digital Currency (CBDC) pilots are helping to strengthen
fiscal governance systems. Following this conceptual-analytical approach and based on the most recent
empirical studies carried out between 2020 and 2026, the study assesses the impact of adopting digital
payments on public financial management, such as reducing transaction costs, narrowing leakages in
welfare delivery systems, enhancing accountability mechanisms, and promoting budget execution
processes. The analysis also underscores the role of digital payment ecosystems in facilitating data-
informed governance and better tracking of public spending. The study also pinpoints some ongoing
challenges like cybersecurity weaknesses, digital divide problems, interoperability restrictions and
insufficient institutional capacity in some administrative set-ups. Against this background, the results
indicate that digital payment systems are becoming increasingly an essential part of efficient and
transparent governance systems. Digital payment infrastructure is identified as a fundamental
component of the modernisation of public financial management in the current era and a key element in
the modernisation of public administration in developing economies, the study finds.
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I. INTRODUCTION

The incorporation of financial technologies into governance frameworks is driving a fast and structural change in public
administration systems worldwide. Digital payment systems have become an integral part of this transformation,
supplanting the paper, cash and time-consuming financial processes currently in use with real-time, traceable and
automated digital financial processes. It has dramatically changed the processes of public revenue collection and
expenditure by governments, and the mechanism of public financial management.

The digital transformation is especially notable in the Indian context, as major policy initiatives like the Digital India
programme, Unified Payments Interface (UPI), Direct Benefit Transfer (DBT) system, and the broader Digital Public
Infrastructure (DPI) ecosystem come into play. The programs work together to establish a unified, participatory, and
technology-driven governance model that will improve governance efficiency and accountability in public service
provision.

Digital payment systems in public administration have made a significant contribution to enhancing transparency,
offering a transparent record of each payment made. They have also helped in cutting off the leakages and corruption to
a great extent as they have reduced the need of man to man fund transfers. Moreover, real-time payment mechanisms
have improved the efficiency and effectiveness of welfare delivery systems, timely access to welfare subsidies,
pensions, public benefits etc.Also, real-time payment mechanisms have increased the speed and reliability of welfare
delivery systems, thereby facilitating timely payments of welfare benefits such as welfare subsidies, pensions and other
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welfare benefits. This has led to digital payment systems being key in enhancing fiscal discipline and administrative
expenditure efficiency in developing economies such as India.

II. LITERATURE REVIEW
Kapoor and Bhaisare (2026) Digital monitoring platforms, like the Digidhan Dashboard, have become increasingly
important in enhancing transparency and accountability in public financial management, as noted by Kapoor and
Bhaisare (2026). Their research sheds light on the importance of timely tracking and monitoring of digital payment
transactions for better governance of fund flows and the identification of irregularities in a timely manner by
government agencies. The authors contend that data-driven governance mechanisms are able to boost fiscal discipline
through the betterment of decision-making, the minimisation of administration inefficiencies and the maximisation of
the use of public resources. As a result, digital monitoring tools support financial governance in the public sector to be
more efficient, transparent and accountable.'
Senn et al. (2026) make clear that the recent evolution of modern digital payment architectures, such as real-time
payment systems and systems for Central Bank Digital Currency (CBDC), have greatly improved the efficiency and
effectiveness of public financial management. The authors state that these technologies have the ability to decrease
reliance on intermediaries and decreases transaction costs, which in turn speed up financial settlements. The study also
points to the fact that digital payment systems enhance transparency, trackability, and security of transactions, thereby
fostering scalability and improving transparency. These can help governments and financial institutions to track fund
flows more effectively, enhance accountability structures, and minimize inefficiencies in operations. Thus, the use of
sophisticated digital payment solutions helps to strengthen fiscal governance, boost public confidence and enhance
financial services delivery in public administration.”
Badrawani et al. (2025) note that digital payment systems are a crucial driver of economic growth and financial
modernization in the region. Their research illustrates how digital transactions create liquidity in local markets, improve
the flow of money among sectors of the economy, and make money flow faster. The authors also believe that digital
payment platforms foster financial inclusion by allowing more people to have access to the formal financial system,
especially those who were not. Greater use of the digital financial ecosystem promotes greater economic integration,
transparency and productivity. The empirical results suggest that digital payments can boost formal financial inclusion
and also enhance the effectiveness of monetary flows, which can foster sustainable economic growth and regional
development.’
Sharma and Verma (2025) highlight that Digital Public Infrastructure (DPI) is a developing economy's essential
building block for promoting financial inclusion and improving governance performance. The authors believe that the
integrated digital platform, which includes digital identity, payment mechanisms and data exchange, enables an
efficient system of public services delivery that forms a seamless ecosystem. This infrastructure lessens bureaucratic
delays, transactional delays, and access to government schemes and financial instruments. Their research also reveals
that DPI contributes to transparency, accountability and citizen-centric governance as it allows for real-time service
delivery and monitoring. The implementation of strong digital public infrastructure therefore is a key aspect of making
public administration more efficient and inclusive in economic and social development.*
Chauhan et al. (2025) show that e-governance programs are crucial elements in improving the efficiency and efficacy
of public service provision. Their research shows that digital governance processes help to shorten administrative

' Kapoor, M., & Bhaisare, S. (2026). Digidhan dashboard: A digital public infrastructure for monitoring digital
payments in India. SSRN. https://papers.ssrn.com/sol3/papers.cfm?abstract _id=6449370

2 Senn, J., Judmayer, A., Stifter, N., & Béhme, R. (2026). Systematization of knowledge: The design space of digital
payment systems with potential for CBDC. arXiv. https://arxiv.org/abs/2603.16320

3 Badrawani, W., Amanda, C., Maryaningsih, N., & Wulandari, C. S. (2025). The role of digital payments in driving
regional economic growth: A panel data analysis. arXiv. https://arxiv.org/abs/2508.02119

* Sharma, R., & Verma, A. (2025). Digital public infrastructure as a driver of financial inclusion in India. Discover
Sustainability. https://doi.org/10.1007/s43621-025-02507-9
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delays, simplify bureaucratic procedures, and enhance the availability of public services. The authors also point out that
digital financial systems can help to increase transparency, as they provide a record of transactions that can be traced
back and allow for monitoring of government spending and financial activity in real time. Technological interventions
increase the accountability and provide information for decisions based on evidence in public institutions. The results
show that the use of e-governance and digital payment systems has a positive impact on institutional performance,
operational efficiency and governance quality in the public sector and, thus, on the more responsive and citizen-centred
administration.’

11I. METHODOLOGY
3.1 Research Design
This study is conducted with qualitative-cum-conceptual research design with secondary empirical evidence. This
design is suitable to study the impact of digital payment systems on governance in public administration as it allows for
a deeper understanding of governance processes, institutional changes and financial management outcomes without
having to collect primary field data. The conceptual part enables forming a theoretical connection between digital
payment systems and financial management efficiency, and the qualitative part helps to interpret the policy changes and
administrative changes. The method is especially suitable for analysing complex governance systems like UPI, DBT,
and Digital Public Infrastructure (DPI) where results are multidimensional and cannot be captured by quantitative
means only. The study addresses the impact of digital payment systems on transparency, efficiency and accountability
in public financial management by introducing a conceptually structured approach that combines existing empirical
evidence.’
3.2 Approach
This study uses a descriptive and analytical research method to analyze the relationship between digital payment
systems and the efficiency of financial management in public administrations. Systematically presents development,
operation, and policy integration of digital payment systems like UPI and DBT using descriptive approach. The
analytical part allows for an in-depth review of the impact these systems can have on better governance outcomes, such
as minimizing leakages, faster access to funds, improving transparency. Furthermore, the study uses thematic analysis
of literature from 2020 to 2026, and a comparative analysis of the global and Indian context is performed to look for
recurring patterns and findings. A comparative governance analysis is also undertaken to compare India's digital
payment system with the global advancements in digital finance and public administration. This holistic perspective
provides a deeper understanding of structural and functional aspects of digital payment systems in today's governance
structures.
3.3 Data Sources
The study has relied completely on secondary data sources gathered from a variety of reputable academic, institutional
and policy-based sources. The main academic basis of the research is the peer-reviewed journal articles published from
2020 to 2026. Besides, the official documents released by government agencies, including the Reserve Bank of India
(RBI) and the Digital India Mission, offer valuable insights into the policy's implementation and the adoption trends of
digital payments. International publications, like those of the International Monetary Fund (IMF), SSRN working
papers and arXiv preprints, provide a global comparative analysis of digital financial systems. Policy documents,
working papers and publicly available data are also examined in order to enhance the analytical depth of the study. All

5 Chauhan, A., Kumar, R., Sethi, P., Verma, R., Disha, & Gautam, T. (2025). Impact of e-governance initiatives on
public service delivery efficiency in India. European  Economic  Letters, 15(4), 2667-2676.
https://doi.org/10.52783/eel.v15i4.4200

% Garg, D., & Singh, S. (2024). Impact of digital payment system on efficiency of the Indian banking sector. Journal of
the Oriental Institute, 73(4), 12-20. https://doi.org/10.8224/journaloi.v73i4.387
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these secondary sources provide a thorough knowledge of both theoretical and empirical aspects of digital payment
systems in the public administration field.’

3.4 Analytical Framework

The study's analytical framework is based on four major theoretical perspectives, all of which shed light on the
relationship between digital payment systems and the efficiency of public financial management. To achieve this,
transaction cost economics is applied to understand how digital payments lower admin and operational costs by cutting
out the middle man and streamlining the financial process. The Principal-Agent Theory can be used to explain how
digital systems can lower information gaps between government officials and agencies, which increases accountability
and lowers risks of corruption. The New Public Management (NPM) theory offers a governance perspective that is
centered on efficiency, performance measurement and/or outcome-based administration, which is reinforced by the
process of digital payment. In addition, Digital Governance Theory is applied to explain the general shift of public
administration to a data-driven, technology-based administration. These frameworks provide a multi-dimensional view
of the role of digital payment systems to improve transparency, efficiency and institutional performance in modern
public financial governance.®

3.5 Limitations

The study has some limitations, although it shows a very comprehensive conceptual and analytical approach. First, it
does not capture primary field data like surveys, interviews, or case studies, limiting the capacity to validate
conclusions based on first-hand experiences of stakeholders. Second, much of the research is secondary in nature, and
therefore it might be subject to different studies regarding methodological rigor and applicability in different contexts.
Third, the lack of econometric or statistical modelling restricts the possibilities of quantifying the exact effect of digital
payment systems on the efficiency of financial management. Fourthly, the study builds on more recent literature from
the period 2020-2026, but the ongoing development of digital financial technologies can also be subject of new
developments that may not be fully reflected in the study. Finally, the conceptual and governance-level analysis might
not accurately mirror local administrative units' level of implementation challenges. The limitations do not detract,
however, from the overall analytical contributions of the study.

Results
Table 3.1: Methodology Components and Relative Analytical Weightage (For Bar Graph Representation)
Methodology Brief Description Weightage
Component (%)
Research Design Conceptual-cum-qualitative framework supported by 20%
secondary evidence
Research Approach | Descriptive, analytical, thematic synthesis, and comparative | 25%
analysis
Data Sources Secondary data from journals, RBI, IMF, SSRN, arXiv, 20%
policy documents
Analytical Theoretical integration of Transaction Cost, Principal- 25%
Framework Agent, NPM, Digital Governance theories
Limitations Methodological constraints including lack of primary and 10%
econometric data
Interpretation

" Motheram, A., & Buteau, S. (2026). Supply side drivers of digital payment adoption in India. Discover Sustainability.
https://doi.org/10.1007/s43621-026-02901-x

¥ Singh, P., & Verma, R. (2025). Impact of digitalisation on public service delivery efficiency in India. European
Economic Letters. https://doi.org/10.52783/eel.v15i4.4200
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Table 3.1 shows the weights of the various parts of the research methodology relative to each other. The most important
weightages assigned to the Research Approach (25%) and Analytical Framework (25%) indicate that this study is very
much concerned with the analytical depth, the theoretical integration and the interpretative analysis of digital payment
systems in public administration. This illustrates the fact that descriptive, comparative and theory-based analysis is
crucial in comprehending financial governance efficiency.

The Research Design (20%) and Data Sources (20%) also account for a major portion of the weightage, as a structured
conceptual framework is essential, backed up by various secondary sources of data including academic literature,
government documents and international publications. This helps to make it clear conceptually and substantiated
empirically.

The Limitations (10%) is comparatively minor, and recognizes methodological limitations, including lack of primary
data and econometric analysis. Overall distribution shows a balanced methodological structure with more emphasis
being placed on the analytical and theoretical aspect of the study.’

Fig 3.1: Methodology Components and Relative Analytical Weightage
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Note: This graph visualizes the relative emphasis and analytical contribution of each methodology component
within the research framework, totaling 100%.

V. DISCUSSION

5.1 Transformation of Public Financial Governance

The digital payment system has revolutionized the governance of public finances, moving the financial management
process from the traditional, paper-based model to a digital, real-time process. The financial activities of governments
were traditionally slow, opaque and multi-layered with many intermediaries, and had a long process in the past. These
processes have been simplified with the adoption of digital payment platforms, which have made the transfer of public
funds quick, secure, and transparent. The implementation of public financial management systems like Unified
Payments Interface (UPI) and Direct Benefit Transfer (DBT) has been crucial in India. These enable governments to
track real-time fund flows, to ensure that the right people benefit from welfare schemes and to assess welfare scheme
effectiveness. Also, digital payment systems produce accurate records of transactions which allow for auditing,
reporting, and policy assessment. Consequently, there has been an improvement in public financial governance and it is
more transparent, accountable and efficient. The successful linkage of digital payment systems with the wider Digital
Public Infrastructure (DPI) programs reveals the potential of financial technology as a policy tool for better fiscal
discipline, lower leakages and more public confidence in the government institutions.

’ Tyagi, V., & Beri, Y. (2024). Blockchain-integrated digital payment systems in the public sector. International
Conference on Research in Management and Economics Proceedings. https://doi.org/10. 33422/1meconf v2il.916
Copyright to IJARSCT DOI: 10.48175/568 =

i7" IssN %2
www.uarsct.co.ln 2| 2581-9429 5

609

o\ JARSCT /3




C IJARSCT

xx International Journal of Advanced Research in Science, Communication and Technology ‘

IJARSCT International Open-Access, Double-Blind, Peer-Reviewed, Refereed, Multidisciplinary Online Journal

ISSN: 2581-9429 Volume 3, Issue 1, April 2023 Impact Factor: 7.301

5.2 Institutional Efficiency and Accountability

The use of digital payment systems has greatly improved the efficiency and accountability of institutions in public
affairs. In terms of Principal- Agent Theory, digital technologies can help address information asymmetry between
government entities (principals) and implementing bodies (agents) because transaction records are transparent and
verifiable. This visibility helps governments track the use of public funds, and detect irregularities early on. Digital
payment systems streamline financial operations, which can streamline administrative tasks, decrease human error, and
enhance adherence to financial laws. Furthermore, real-time financial data is useful for evidence-based decision making
and enhances oversight mechanisms. Financial transactions are also transparent and can be traced and audited, which
makes it harder to engage in corrupt practices and misuse of public funds. As a result, digital payment systems help to
enhance institutional performance, financial management and accountability in public sector institutions. These
enhancements are especially important in the context of welfare programmes and the management of public
expenditure, where effective delivery of finance and tracking of funds is crucial for the policy results, and in public
confidence in governance systems. '’

5.3 Socio-Economic Impact

The roll out of digital payment systems has brought about significant socio-economic advantages, such as increased
financial inclusion, better access to welfare packages and uptake into formal financial markets. Mobile banking, UPI
payment and direct benefit transfer system are enabling financial inclusion to people who were earlier not accessing
formal banking channels. This has had a positive impact especially on rural communities, women, low-income
households, and marginalised groups. Digital payment systems enable government benefits and subsidies, pensions and
wages to reach beneficiaries in a timely manner, enhancing the efficiency of social protection programmes. More
engagement with digital financial systems also leads to greater economic activity, given that these systems are more
efficient and do not require cash. Still, there are many obstacles to overcome in order for these advantages to be
realized. A digital divide, especially in remote and economically disadvantaged areas, still exists due to unequal access
to digital infrastructure, internet connectivity, smartphones and digital literacy. These differences hinder the potential
for realizing efficiency benefits and financial inclusion goals. Hence, Digital inequality is a critical issue that needs to
be solved to ensure equitable distribution of socio-economic benefits of digital payments to all sections of society."'

5.4 Policy and Governance Implications

This Study's results suggest that for effective implementation of the digital payment systems, the policy should be
comprehensive and governance should be strong. To ensure cyber security of digital financial systems, the development
of solid cyber security infrastructure is of prime importance for governments. Increasing the digital connectivity and the
technological infrastructure in remote and underserved areas is also crucial to achieve inclusive access to digital
financial services. There is also a need for policymakers to work on enhancing interoperability between various
payment platforms to build seamless and convenient financial ecosystems. Moreover, there is a need for large-scale
digital literacy programs that will help citizens to better use digital payment technologies. To ensure public trust and
responsible use of financial data, robust data protection regulations and privacy safeguards must be put in place. Good
governance structures need to encourage the sharing of ideas and best practice between government agencies, financial
institutions and technology providers to establish a culture of innovation and ensure oversight. The policy measures are
essential to ensure efficiency, transparency and inclusiveness of digital payment systems in public administration.'

VI. CONCLUSION
The digital payment system represents a major structural reform in the modern public administration and financial
governance, and is changing the ways in which governments manage, allocate and monitor public funds. These systems
have dramatically improved public financial management by replacing manual and cash-based financial processes with

10 Aljaradat, A., & Shukla, S. (2026). Cybersecurity and trust formation in digital payment use behaviour. Discover
Sustainability. https://doi.org/10.1007/s43621-026-02769-x
" Reserve Bank of India. (2025). Annual report on digital payment systems. https://www.rbi.org.in
2 Times of India. (2026). UPI transforms India’s payment ecosystem. https://timesofindia. mdlatlmes com
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automated, real-time and traceable digital systems, thereby increasing administration efficiency, transparency and
accountability. The adoption of platforms like Unified Payments Interface (UPI), Direct Benefit Transfer (DBT), and
the wider Digital Public Infrastructure (DPI) has helped governments cut down on fund transfer delays, leakage in
welfare programs and improve auditability of all financial transactions."

The research also recognizes that a number of structural and operational issues need to be taken up to realize the full
potential of the digital payment system. Challenges like cybersecurity risks, weak digital infrastructure in rural and
remote regions, and a pervasive digital gap remain as barriers to equal access and effective use of digital financial
services. The difficulties demonstrate the necessity of continuous policy intervention, capacity building, and
strengthening of technologies in public institutions.

The study overall found that the digital payment system is not just technical/financial innovation, but an element of
modern public governance. They are an important vehicle for the values of good governance, namely transparency,
efficiency, inclusiveness and accountability. It is thus crucial for sustainable and resilient public financial management
systems in developing economies to build digital payment systems.
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