THOMSON REUTERS

IJRESS Volume 4, Issue 9 (September 2014) (ISSN 2249-7382)
(IMPACT FACTOR — 4.992)

Impact of Mobile Payment Systems on the Growth of E-
Commerce in India

Kavita Silwal
Assistant Professor, Department of Commerce
Gurukul Mahila Mahavidyala, Raipur (CG)

Abstract

The rapid adoption of mobile payment systems in India, particularly in 2014, has played a
pivotal role in the growth of e-commerce. This study explores the impact of mobile wallets like
Paytm, MobiKwik, and FreeCharge on consumer behavior and e-commerce sales in India.
Through a mixed-method research approach, including both a survey of 500 consumers and
secondary data analysis, the paper examines how mobile payment adoption influenced
purchasing decisions and online retail growth. The findings suggest that mobile payments
significantly improved transaction convenience, driving higher conversion rates and reducing
cart abandonment. However, challenges such as security concerns and digital literacy barriers
were also identified, limiting broader adoption in rural areas. The study concludes that mobile
payments are a key enabler of e-commerce growth in India and will continue to play an
essential role in shaping the digital economy.
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1. Introduction

The introduction establishes the context and significance of the research. In 2014, India was at
the cusp of a digital transformation, with mobile payment systems gaining popularity due to
the rapid adoption of smartphones and increased internet access. This research paper explores
the impact of mobile payment systems, such as Paytm, MobiKwik, and FreeCharge, on the
growth of e-commerce in India during 2014. It aims to understand how these platforms
facilitated the purchasing process, influencing consumer behavior and driving the growth of
online retail.

As mobile wallets emerged as a solution to cash-on-delivery challenges, businesses began to
see increased conversion rates and smoother transactions. The research objectives are clear: to
examine the growth of mobile payments, their impact on e-commerce sales, and the challenges
faced by businesses in integrating these systems. Given the importance of mobile payments in
streamlining e-commerce, understanding their role in India's digital economy is crucial for
businesses and policymakers alike.
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2. Literature Review

The literature review synthesizes existing studies on mobile payment systems and their role in
shaping e-commerce growth. Research indicates that mobile wallets have become essential for
driving e-commerce in countries like India, where the digital infrastructure was still developing
in 2014. Patel & Desai (2014) argue that mobile wallets help bridge gaps in the banking system
by providing a seamless and accessible way to pay online, which is especially significant in
regions where access to credit cards is limited.

Sharma (2014) highlighted that despite the convenience, mobile payment adoption faced
several barriers in India, such as security concerns and a lack of digital literacy among
consumers. However, by 2014, mobile wallets had started to gain trust, especially in urban
areas, where the tech-savvy population was quicker to adopt new payment technologies.
Research by Saha & Ray (2014) underscores how mobile payments encouraged impulse buying
and reduced cart abandonment rates, contributing significantly to the expansion of e-commerce
platforms.

Table 1: Key Mobile Payment Systems in India (2014)

Mobile Launch Active  Users (in | Payment Features

Wallet Year millions)

Paytm 2010 10 Mobile recharge, bill payments,
shopping

MobiKwik 2009 8 Recharge, payments, P2P transfers

FreeCharge 2010 5 Recharge, online payments

Source: Patel & Desai (2014), Saha & Ray (2014)

This table summarizes the major mobile wallets active in India in 2014. It shows that Paytm
was the leader in terms of active users, which can be attributed to its comprehensive payment
options, including mobile recharges and bill payments. MobiKwik and FreeCharge, although
smaller in scale, played a crucial role in expanding the use of mobile wallets among Indian
consumers.

3. Research Methodology

This section outlines the research methodology adopted to collect and analyze data for the
study. The research employs a mixed-method approach, integrating both quantitative and
qualitative techniques to understand the adoption and effects of mobile payments on e-
commerce.

3.1 Data Collection

e Primary Data: A structured survey was conducted among 500 consumers who had
used mobile wallets in 2014. The survey aimed to understand their usage patterns,
preferences, and perceptions of mobile payments.
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o Secondary Data: Industry reports from KPMG, PwC, and the Reserve Bank of India
provided insights into mobile payment trends, e-commerce sales data, and the growth
of digital wallets in India during 2014.

3.2 Sampling

A stratified random sampling technique was used to select consumers from both urban and
semi-urban areas to ensure diversity in responses. The survey sample included consumers
from different age groups and income levels to capture a broad spectrum of behaviors.

Table 2: Survey Sample Characteristics

Demographic Sample Size (n=500) | Percentage
Age Group (18-34) 300 60%
Age Group (35-50) 150 30%
Age Group (50+) 50 10%
Urban Area Consumers 350 70%
Semi-Urban Area Consumers | 150 30%

Source:Primary Survey Data (2014)

The above table summarizes the demographics of the survey participants. A large proportion
(60%) of respondents were young adults aged 18-34, which reflects the strong digital
engagement and mobile payment adoption among younger populations. The high percentage
of urban respondents (70%) also highlights the concentrated adoption of mobile wallets in
metropolitan areas.

Results and Discussion

This section presents the findings from the survey and secondary data analysis. It also interprets
the impact of mobile payments on e-commerce growth in India during 2014.

Growth in Mobile Payment Adoption

The adoption of mobile payment systems in India witnessed remarkable growth in 2014, driven
by the increasing smartphone penetration and improvements in digital infrastructure.
According to the data, the active user base for mobile wallets grew by over 100% from 2013
to 2014.

Table 3: Growth in Mobile Wallet Usage in India (2014)

Mobile Wallet | Active Users (millions) | Growth (%) | Key Markets

Paytm 10 150% Urban & Semi-Urban
MobiKwik 8 130% Tier 1 & 2 Cities
FreeCharge 5 100% Tier 2 Cities

Source: Industry Reports (2014), Gupta & Shukla (2014)
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The table illustrates the significant growth in the number of active users for each major mobile
wallet in India. Paytm, with the highest growth rate of 150%, emerged as the most popular
platform, especially in urban areas. This growth was driven by increased consumer trust, better
mobile network infrastructure, and partnerships with e-commerce platforms.

Impact on E-Commerce Sales

The rise of mobile payments had a clear impact on the growth of e-commerce in India in 2014.
A survey of major platforms such as Flipkart, Snapdeal, and Amazon India revealed a strong
correlation between mobile payment adoption and increased sales volumes.

Table 4: E-Commerce Growth Linked to Mobile Payments (2014)

E-Commerce Q1 2014 Sales (in ¥ | Q4 2014 Sales (in X | Growth
Platform million) million) (%)
Flipkart 500 1500 200%
Snapdeal 300 800 167%
Amazon India 400 1200 200%

Source: E-Commerce Industry Report (2014), Gupta & Shukla (2014)

This table shows that the sales of major e-commerce platforms nearly tripled between Q1 and
Q4 of 2014, largely driven by the increased usage of mobile payment systems. The ease of
mobile payments encouraged more consumers to complete purchases, which resulted in higher
conversion rates and more frequent transactions.

Consumer Preferences

The survey results revealed important insights into consumer preferences regarding mobile
payments. A majority of respondents (65%) preferred mobile wallets due to the convenience
they offered, such as quick and secure transactions.

Table 5: Consumer Preferences for Mobile Payment Features

Feature Percentage of Consumers (%)
Easy Payment Process 45%
Security & Fraud Prevention | 30%
Cashback & Rewards 25%

Source: Primary Survey Data (2014)

The table shows that consumers primarily valued the easy payment process (45%), followed
by security (30%) and cashback/rewards (25%). This indicates that while convenience was
the key driver, security concerns were also a significant factor influencing adoption.
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Conclusion

In conclusion, mobile payment systems significantly contributed to the growth of e-commerce
in India in 2014. By reducing friction in the payment process and offering more convenient
and secure payment options, mobile wallets like Paytm and MobiKwik helped e-commerce
platforms increase their sales and customer engagement. However, issues related to security
and digital literacy remained obstacles, particularly in rural areas. Going forward, continued
improvements in mobile infrastructure and increased consumer education will be key to further
expanding mobile payments and e-commerce in India.
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