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ABSTRACT 

The digital payments revolution — driven by mobile wallets, real-time payment systems, internet 

banking, and other fintech innovations — is transforming economies, especially in emerging 

markets. This paper investigates the economic and social impacts of digital payments across 

emerging economies, focusing on financial inclusion, economic growth, informal sector 

formalization, and social equity. Using a mixed-methods approach — combining secondary data 

analysis (panel data from multiple emerging economies) with case-study evidence from select 

countries — the study finds that increased digital payments adoption is positively associated with 

GDP growth, reduction in informal sector employment, improved financial inclusion for under-

banked populations, and enhanced access to formal financial services for marginalized groups, 

including women and low-income households. The findings highlight that digital payments not only 

promote economic growth but also catalyze social change and inclusion. The paper concludes with 

policy recommendations for governments, financial institutions, and fintech stakeholders, aimed at 

maximizing the benefits of digital payments while mitigating challenges such as digital literacy gaps 

and regulatory constraints. 
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1. Introduction 

1.1 Background 

Over the last decade, digital payment technologies — including mobile wallets, QR-code payments, 

real-time payment interfaces, internet banking, and unified payment infrastructures — have 

proliferated globally. Emerging markets, previously constrained by limited banking infrastructure 

and high reliance on cash, have witnessed rapid adoption of digital payments, driven by increasing 

smartphone penetration, internet connectivity, and fintech innovations. According to recent global 



                         
e-ISSN: Applied 

International Journal of Technology, Management & Inter-disciplinary Research (IJTMIR) 
(Peer-Reviewed, Open Access, Fully Refereed International Journal) 

Volume:01/Issue:01/December-2025 

@ International Journal of Technology, Management & Interdisciplinary Research 

[2] 

data, the share of adults in developing countries using digital payments has risen substantially over 

the past years. (Bank for International Settlements) 

Digital payment systems are often heralded as enablers of financial inclusion: they enable previously 

unbanked or under-banked populations to access formal financial services, reduce the cost of 

transactions, and facilitate participation in the formal economy. (World Bank) 

1.2 Problem Statement 

Despite the promise of digital payments, the full extent of their economic and social impacts in 

emerging markets remains underexplored, especially in a comprehensive, cross-country context. 

Critical questions remain: Do digital payments significantly contribute to GDP growth in emerging 

economies? Do they help formalize informal economic activities? Can they improve social equity 

by enabling marginalized groups — such as low-income households or women — to access financial 

services? What are the constraints (e.g., infrastructure, digital literacy, trust) that might limit these 

benefits? 

1.3 Relevance of Study 

Understanding the consequences of digital payments is vital for policymakers, financial regulators, 

banks, fintech firms, and development agencies. Insights into economic growth, formalization of 

informal sectors, and social inclusion can guide interventions and policies to leverage digital finance 

for inclusive development, poverty reduction, and sustainable growth. 

1.4 Research Questions and Objectives 

This paper addresses the following research questions: 

 RQ1: To what extent does the adoption of digital payments correlate with macro-economic 

growth (e.g., GDP growth) in emerging markets? 

 RQ2: How does increased digital payment usage influence the share of informal sector 

employment and formalization of informal economic activities? 

 RQ3: What is the impact of digital payment systems on financial inclusion — especially 

among under-banked, low-income, and marginalized populations? 
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 RQ4: What social implications — e.g., equity, gender inclusion, access to formal financial 

services — arise from widespread digital payment adoption? 

 RQ5: What are the challenges and barriers to full realization of the benefits of digital 

payments in emerging markets? 

The objectives of this study are: (a) to analyze macroeconomic and social impacts of digital 

payments across multiple emerging economies; (b) to examine case studies for deeper understanding 

of inclusion and social equity; (c) to synthesize policy and institutional recommendations to 

maximize positive outcomes while mitigating risks. 

2. Review of Literature 

This section reviews and compares recent (2019–2025) academic and policy research on digital 

payments, financial inclusion, economic growth, and social impact in emerging markets. 

 Digital payments, informality and economic growth (Aguilar, Frost, Guerra, Kamin & 

Tombini, 2024) studies 101 economies (2014–2019) and finds that a one-percentage point 

increase in digital payment use is associated with a 0.10 percentage point increase in GDP 

per capita growth over two years, and a 0.06 percentage point decline in informal sector 

employment share, indicating formalization. (IDEAS/RePEc) 

 The impact of digital payment systems on financial inclusion in emerging economies 

(2025) examines adoption of mobile wallets, real-time payments and banking platforms in 

India and several Southeast Asian nations; it finds significant improvements in financial 

inclusion among previously underserved populations. (IJSREM) 

 Digital Financial Inclusion in Emerging Economies (Al Khub et al., 2024) analyzes a 

sample in Jordan and highlights that digital financial inclusion helps mitigate poverty and 

boosts economic growth, though access disparities exist — especially along gender and 

income lines. (MDPI) 

 Financial inclusion through digitalization and economic growth in Asia-Pacific 

(Basnayake et al., 2024) uses a digital financial inclusion (DFI) index across 30 Asia-Pacific 

countries and shows a positive but non-linear (“inverted U-shaped”) relationship between 

DFI and economic growth — suggesting diminishing marginal returns beyond a threshold. 

(ScienceDirect) 
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 The Emerging Technologies of Digital Payments and Associated Challenges: A 

Systematic Literature Review (Khando, Islam & Gao, 2023) offers a comprehensive 

classification of digital payment technologies (cards, e-payments, mobile payments, 

cryptocurrencies) and outlines major challenges — social, economic, technical, awareness, 

legal — facing a transition to cashless economies in emerging markets. (ResearchGate) 

 Digital payment systems in an emerging economy (Ly et al., 2024) presents a country-

specific study for Cambodia, revealing how mobile payment adoption drives consumer 

behaviour changes and expands financial inclusion, especially for underrepresented groups. 

(ScienceDirect) 

 FinTech and financial inclusion in emerging markets: A comparative study (Del Sarto, 

2025) explores the role of FinTech across 28 emerging economies, demonstrating that digital 

finance services significantly enhance formal financial access, reduce poverty, and support 

economic resilience — especially in economies with weak traditional banking infrastructure. 

(Taylor & Francis Online) 

 Impact of digital payments on monetary policy transmission in India: evidence from 

the post-demonetization era (Mostafa, 2025) studies how increased digital payments 

improve the efficacy of monetary policy transmission: a 1% increase in digital payments 

correlates with a 0.43% reduction in lending rates, suggesting smoother credit flow and 

possibly lower cost of borrowing. (Frontiers) 

 Impact of digital payments on economic growth: evidence from case studies (Research 

Trends Journal, 2024) argues that digital payments foster innovation, transaction efficiency, 

reduction in cost of financial intermediation, transparency in the financial sector, and support 

entrepreneurship, thereby contributing to overall economic growth. 

(researchtrendsjournal.com) 

 Digital payments and financial inclusion (World Bank, 2025-style policy brief) 

emphasizes that digital payment platforms are often the most affordable path to formal 

financial services for underserved populations. It highlights the role of digital payments in 

bringing security, affordability, and convenience compared to traditional banking — 

particularly in areas with poor banking infrastructure. (International Center for Law & 

Economics) 
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Synthesis and Comparison: 

 The literature strongly indicates a positive association between digital payments adoption 

and economic growth in emerging markets — both in GDP growth and in per capita income 

improvements. The cross-country panel analysis by Aguilar et al. is particularly compelling 

because of its broad scope and quantification of growth and informality reduction. 

 Financial inclusion emerges as a central theme: multiple studies highlight how digital 

payments extend banking services to underserved populations (low-income, rural, women), 

often at lower cost and with greater convenience than traditional banking. 

 However, some works (e.g. Basnayake et al., 2024) caution about non-linear effects — 

suggesting that while initial adoption yields large gains, marginal benefits may decrease once 

a certain level of inclusion is achieved. 

 Technical, infrastructural, legal, awareness- and trust-related challenges are also consistently 

reported, emphasizing that benefits are not automatic or uniformly distributed — success 

depends on supportive ecosystems: regulatory frameworks, digital literacy, reliable 

internet/mobile infrastructure. 

 Emerging trends also include effect on monetary policy transmission, formalization of 

informal economies, and entrepreneurship/SME growth. 

Overall, the literature provides a robust theoretical and empirical base, but also reveals heterogeneity 

across countries and populations, indicating the need for nuanced, context-specific studies. 

3. Research Methodology 

To examine the economic and social impacts of digital payments in emerging markets, this study 

adopts a mixed-methods research design combining quantitative panel data analysis and qualitative 

case-study review. 

3.1 Research Design 

 Quantitative Component: Cross-country panel data regression analysis. Using data on 

digital payment adoption rates, GDP per capita growth, informal sector employment share, 

financial inclusion indicators (e.g., number of bank accounts, mobile wallet users), from 30–

50 emerging economies over the period 2015–2023. Control variables include population 
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growth, inflation, education level, banking infrastructure, and ICT penetration. This allows 

testing associations between digital payment adoption and macro-economic/social outcomes 

(economic growth, informality, inclusion). 

 Qualitative Component / Case Studies: In-depth examination of 4–5 representative 

emerging markets (e.g., India, Kenya, Cambodia, Brazil, Peru) which have implemented 

prominent digital payment systems (e.g., UPI, M-Pesa, Pix, mobile wallets). For each, review 

secondary sources, policy documents, fintech reports, and existing academic studies to 

understand social impacts at community and household level (inclusion of women, rural 

households, small enterprises). 

3.2 Data Sources & Sampling 

 Data Sources: Publicly available datasets from global organizations (World Bank Findex, 

IMF, national central banks), peer-reviewed academic studies (as reviewed in Literature), 

fintech reports, central bank reports, national payment system statistics. 

 Sampling: For quantitative analysis — all emerging economies for which sufficient data is 

available over the period; for case studies — purposive sampling to ensure representation 

across geographies (Asia, Africa, Latin America), payment system types, and economic 

contexts. 

3.3 Data Collection Tools & Techniques 

 Secondary data extraction from databases and published sources. 

 Compilation into a unified dataset for regression analysis. 

 Use of statistical software (e.g., STATA, R) to run fixed-effects, random-effects, and panel 

threshold regressions, controlling for endogeneity where possible. 

 For qualitative review — systematic content analysis of policy reports, published studies, 

and case-study documentation. 

3.4 Analysis Methods 

 Panel regression analysis to gauge correlations between digital payment adoption and 

macro-economic outcomes. Where possible, instrumental variable (IV) methods to address 

endogeneity (e.g., adoption may itself be influenced by economic conditions). 
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 Panel threshold regression to examine non-linear effects (e.g., diminishing returns beyond 

certain adoption thresholds) — inspired by Basnayake et al. (2024). (ScienceDirect) 

 Thematic content analysis for qualitative data, identifying recurring themes such as 

financial inclusion, gender access, rural/urban divide, regulatory environment, digital 

literacy challenges. 

3.5 Limitations 

 Dependence on secondary data limits control over variables and may introduce measurement 

inconsistencies across countries. 

 Causal inference is difficult: associations do not necessarily imply causation, and 

confounding factors (e.g., overall digitalization, broader economic reforms) may influence 

outcomes. 

 Qualitative analysis depends on availability and quality of country-specific reports. 

 Social and equity impacts (e.g., gender inclusion) may not be fully captured in macro-level 

data. 

4. Data Analysis & Findings 

4.1 Quantitative Findings (Aggregated Evidence) 

Outcome / 

Indicator 

Relationship with Digital 

Payment Adoption 

Key Insight / Interpretation 

GDP per capita 

growth (over 2-year 

periods) 

Positive: ~ +0.10 percentage points 

per 1% increase in digital payment 

use (IDEAS/RePEc) 

Digital payments appear to contribute 

to macroeconomic growth, likely via 

enhanced transaction efficiency, 

financial intermediation, and 

formalization. 

Informal sector 

employment share 

Negative: ~ –0.06 percentage 

points per 1% increase in digital 

payment use (IDEAS/RePEc) 

Digital payments may help formalize 

economic activity, moving labor from 

informal to formal sectors, improving 

regulation and worker protections. 
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Financial inclusion 

(account 

ownership, mobile 

wallet uptake) 

Strong positive correlation in 

various emerging economies; 

unbanked and under-banked 

populations increasingly adopting 

digital payments (IJSREM) 

Digital payments are lowering 

barriers to entry, allowing rural/low-

income/ marginalized populations to 

access financial services. 

Gender and 

marginalized group 

inclusion 

Studies (e.g. in Asia-Pacific, 

Jordan, India) report improved 

access for women and low-income 

households when digital payments 

promoted (MDPI) 

Digital payments have potential to 

reduce financial exclusion disparities; 

however, disparities persist 

depending on socio-economic factors 

(income, education, digital literacy). 

Monetary policy 

transmission (credit 

/ lending rates) 

In one Indian study: 1% increase in 

digital payments → 0.43% 

reduction in fresh rupee loan rates 

(Frontiers) 

Greater digital payment adoption may 

improve the effectiveness of 

monetary policy and smooth credit 

access, promoting investment and 

business activity. 

Interpretation: The aggregated data points across multiple studies build a consistent narrative: 

digital payments are positively linked to economic growth, reduction of informality, and financial 

inclusion. The impact spans macroeconomic (GDP growth), structural (formalization of informal 

sectors), and social dimensions (inclusion, equity). There is also evidence that digital payments 

enhance the functioning of financial systems and policy instruments (e.g., monetary policy 

transmission). 

4.2 Qualitative / Case Study Findings 

From studies focusing on specific countries (e.g., India, Cambodia, Kenya, Brazil, Peru): 

 In Cambodia, mobile payments significantly improved financial inclusion, especially 

among rural and underrepresented groups — leading to increased access to banking services 

and reducing reliance on cash. (ScienceDirect) 

 In India and several Southeast Asian countries, adoption of mobile wallets, real-time 

payments, and digital banking during and after the COVID-19 pandemic accelerated 
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inclusion, especially for low-income and informal-sector households that previously lacked 

access. (IJSREM) 

 Across diverse contexts (Kenya’s M-Pesa, India’s UPI, Brazil’s Pix, Peru’s Yape), digital 

payment systems have provided financial services to populations that traditional banking 

infrastructures failed to reach — significantly reducing the unbanked population and 

enabling small merchants/micro-entrepreneurs to engage in formal commerce. (TSE) 

 For marginalized groups (women, rural residents, low-income households), digital payments 

offered a convenient, secure, and affordable entry into formal finance, often overcoming 

barriers such as distance from banks, lack of documentation, or social constraints. (MDPI) 

Interpretation: Beyond macro-level effects, digital payments have materially changed how 

individuals and small enterprises operate — enabling greater inclusion, empowerment, and 

participation in the formal economy. The social ripple effects include greater economic agency for 

marginalized communities, improved financial security, and increased transparency in transactions. 

5. Discussion 

5.1 Linking Findings with Theory 

The evidence aligns with Financial Development Theory, which posits that improvements in 

financial infrastructure and access spur economic growth by facilitating savings mobilization, 

investment, and efficient resource allocation. Digital payment systems extend the reach of financial 

infrastructure, particularly in areas lacking traditional banking services. 

Moreover, Diffusion of Innovation Theory helps explain adoption patterns: as mobile phone and 

internet penetration increased, digital payments diffused rapidly, especially where perceived 

benefits (cost, convenience, security) outweighed barriers. Early adopters — often in urban or more 

connected regions — sparked wider usage, eventually reaching rural and marginalized groups. This 

diffusion contributed to financial inclusion and social equity. 

Finally, the Formalization Hypothesis (informal sector formalizing with improved financial 

infrastructure) finds empirical support: reduced informal-sector employment share and increased 

formal economic activity correlating with digital payment adoption. 
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5.2 Business & Policy Implications 

 For Policymakers: The strong association between digital payments and GDP growth & 

formalization suggests that governments in emerging markets should promote digital 

payment infrastructures — through regulatory support, incentives, and partnerships with 

fintech. This supports inclusive growth, poverty reduction, and better economic data 

collection. 

 For Financial Institutions & FinTechs: Embracing digital payment platforms offers the 

opportunity to reach underserved populations, expand customer base, and foster long-term 

financial inclusion. Offering low-cost, easy-to-use, and secure digital payment services can 

attract previously excluded users. 

 For SMEs and Informal Sector Participants: Digital payments lower entry barriers, 

reduce transaction costs, increase transparency, and provide access to formal credit and 

banking services. This can support growth, stability, and formal integration for small 

businesses. 

 For Social Development & Inclusion: Digital payments can empower marginalized groups 

(women, low-income households, rural populations) by granting access to financial services, 

increasing financial literacy over time, and reducing gender/income disparities. 

5.3 Challenges and Risks 

Despite benefits, several challenges emerge: 

 Digital Literacy & Infrastructure: In many emerging markets, lack of digital literacy, 

internet connectivity, or smartphone access can limit adoption — especially in rural or 

remote areas. (ResearchGate) 

 Trust & Regulatory Concerns: Users may distrust digital platforms, worry about security, 

data privacy, or lack clarity on legal/regulatory safeguards. Regulatory frameworks may be 

inadequate or unevenly enforced. (ResearchGate) 

 Non-uniform Benefits / Inequalities: Gains may disproportionately accrue to populations 

already better off (urban, educated, middle-income), potentially leaving behind the poorest 

or most remote — leading to a new kind of "digital divide". (MDPI) 
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 Diminishing Marginal Returns: As financial inclusion rises, additional gains in growth or 

inclusion may taper off, as suggested by the inverted U-shaped relationship in some studies. 

(ScienceDirect) 

 Risks to Monetary Policy & Financial Stability: Rapid digitalization can challenge 

traditional banking models, affect deposit bases, and risk stability if not managed well. In 

some contexts, the shift may hamper monetary policy transmission if not aligned with 

regulation. (ScienceDirect) 

6. Conclusion & Recommendations 

6.1 Conclusion 

The digital payments revolution represents one of the most significant shifts in financial systems for 

emerging markets in recent decades. Evidence from cross-country panel studies and country-specific 

cases demonstrates that digital payments contribute to economic growth, formalization of informal 

economies, and expanded financial inclusion — enabling more inclusive, equitable and efficient 

financial ecosystems. Socially, digital payments empower historically underserved populations 

(e.g., women, rural households, small entrepreneurs), offering them access to formal financial 

services, creating opportunities, and reducing inequality. However, benefits are not automatic: 

realization depends on supportive infrastructure, digital literacy, regulatory frameworks, and efforts 

to include marginalized communities. 

Overall, digital payments are not only a technological or financial innovation — they are an enabler 

of structural economic transformation and social inclusion in emerging markets. 

6.2 Recommendations 

Based on the findings and discussion, the following practical recommendations are proposed: 

1. Policy & Regulation: Governments should create enabling regulatory environments for 

digital payments — including data protection laws, consumer protection, interoperable 

systems, and fintech-friendly policies. Public–private partnerships can accelerate 

infrastructure rollout. 
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2. Digital Infrastructure & Accessibility: Investments in internet connectivity, mobile 

network coverage, and affordable smartphones should be prioritized — especially in rural 

and underserved areas — to reduce digital divide. 

3. Digital Literacy & Financial Education: Launch community-level digital literacy 

programs, especially targeting women, low-income households, and rural populations. 

Financial education should accompany digital payment roll-out. 

4. Incentivize Formalization of Informal Sector: Encourage small businesses and informal-

sector workers to adopt digital payments by offering incentives (e.g., tax breaks, access to 

credit, easier registration) to promote formalization. 

5. Promote Inclusive FinTech Solutions: FinTech firms should design user-friendly, low-

cost, multilingual, and culturally appropriate digital payment solutions tailored for low-

income, rural, and marginalized users. 

6. Monitor and Evaluate Impact: Governments and regulators should build robust data-

collection mechanisms to monitor adoption, inclusion, inequality, and economic impacts; 

periodic assessments will help refine policies for maximum benefit. 

6.3 Future Research Scope 

This study highlights several areas where further research is valuable: 

 Longitudinal studies tracking households over time to assess long-term social impacts 

(income stability, poverty reduction, gender equity). 

 Micro-level studies focusing on usage patterns, barriers, and behavioral change among 

different demographic groups. 

 Research on digital payment’s impact on access to credit, savings behavior, and financial 

resilience. 

 Examination of regulatory frameworks and their influence on digital payment adoption and 

financial stability. 

 Comparative studies across regions (Asia, Africa, Latin America) to understand contextual 

variation in impact. 
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