
 

International Journal for Multidisciplinary Research (IJFMR) 
 

E-ISSN: 2582-2160   ●   Website: www.ijfmr.com       ●   Email: editor@ijfmr.com 

 

IJFMR260589685 Volume 8, Issue 5, September-October 2026 1 

 

Impact of Digital Currencies and Financial 

Inclusion in Developing Economies with special 

Reference to Uttar Pradesh 
 

Pranjal Singh  
 

MBA Chandigarh University, Unnao Campus Lucknow. 

 

ABSTRACT 

This study examines the impact of Digital Currencies and financial inclusion with special reference to 

Uttar Pradesh. It highlights how Digital Payment System (UPI,Prepaid Cards,Net Banking Apps) are 

promoting savings and investment opportunities. The research finds a strong correlation between the 

growing use of digital currencies and the improvement of financial inclusion (Simplified KYC  norms 

,Branch and Banking Outlet Expansion) helping in reducing the gap between bank and unbanked 

communities of Uttar Pradesh. 
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INTRODUCTION: 

In the era of modern technology and artificial intelligence Digital currencies are evolving rapidly with 

technology changing the way we use money. The biggest changes in recent years has been the rapid rise 

of electronic currency. These currencies exist only in digital form allow people to make payments and 

send money without always needing banks or cash. 

Digital currencies such as Bitcoin and many others have become popular because they are convenient. 

Countries are also exploring their own versions of digital currencies known as Central Bank Digital 

Currencies. 

These currencies rely on modern technologies like Blockchain to ensure transparency and security. 

However despite of the rapid growth of digital currencies it also present some challenges related to cyber 

threats, potential use for illegal activities that must be addressed. 

The idea of digital currency evolved in 1980's when the scientist began exploring the concept of digital 

currency One of the earliest known attempts was David Chaum’s “eCash”, introduced in 1983, which he 

aimed to create a secure form of digital payment using cryptographic methods although it did not achieve 

long scale adoption and the ture evolution of digital currencies began in 2009 with introduction of Bitcoin, 

created by Satoshi Nakamoto it was the first successful digital currency following it's success several 

digital currencies have also been introduced in 2011-12 & 15 results in a huge expansion of digital systems 

Thus, the concept of digital currency dates back to the 1980s but its practical implementation a began in 

2009 with Bitcoin, marking the beginning of the digital financial era. 

Digital currencies are a easy and convenient source for citizens and plays a vital role in their day to day 

activities reshaping the payment system in the country. 
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STATEMENT OF THE PROBLEM 

Digital currencies, including cryptocurrencies and (CBDCs), have transformed Global finance, but 

Regulatory, cybersecurity issues, and low consumer trust still affect their uptake . Concerns about legality, 

privacy, monetary control  and Large-scale acceptance are closely tied to the absence of clear legal 

frameworks. In India, the Reserve Bank’s Digital Rupee efforts are a step forward, although limited public 

awareness and infrastructural readiness remain. Therefore, the central question is how Regulation, 

security, and user confidence affect the sustainable use of digital currency in emerging market economies. 

 

OBJECTIVES OF THE STUDY 

1. To assess the impact of financial inclusion in unbanked communities of Uttar Pradesh. 

2. To explore how digital currencies promotes the habit of savings in people of Uttar Pradesh. 

3. To examine the technological and infrastructural barriers in implementation of digital currencies across 

Uttar Pradesh. 

4. To compare the use of  digital payment between rural&urban areas. 

5. To study the correlation between use of digital currencies and how it lead to improvement in financial 

inclusion. 

6. To study how use of digital cuirrencies will lead to low transaction cost. 

 

LITERATURE REVIEW 

1. Understanding Digital Currencies 

Digital currencies are electronic money that holds value only in their digital form and are utilized for 

payments via digital payment systems. Narayan et al. (2021) state that digital currencies—such as central 

bank digital currencies (CBDCs) and cryptocurrencies—are transforming financial systems by lowering 

costs of transactions, increasing transparency, and facilitating real-time settlements. In emerging 

economies, digital currencies act as a substitute for conventional banking, particularly for rural or 

underbanked populations. 

2. Financial Inclusion and Economic Growth 

Financial inclusion strives to offer accessible financial services—e.g., savings, credit, and insurance—to 

everyone, especially the unbanked. Research by Demirgüç-Kunt and Klapper (2020) indicates that 

inclusive financial systems spur economic development through the empowerment of people and 

microenterprises. In India, programs such as the Pradhan Mantri Jan Dhan Yojana (PMJ 

According to research by Chiu and Koeppl (2022), digital currencies are significant in furthering financial 

inclusion through offering safe, low-cost payment avenues. Usage of mobile wallets, digital payments 

apps, and government-sponsored digital platforms fills the gap between conventional banking systems and 

unserved individuals. In areas such as Uttar Pradesh, where the banking network is not well established, 

use of digital currencies via Paytm, PhonePe, and BHIM has improved financial access. 

3. Socio-Economic Implication in Developing Economies 

Empirical research (Rana & Singh, 2023) has shown that electronic transactions aid economic 

formalization and transparency of income. Digital payment system penetration raises tax compliance, 

reduces corruption, and improves government revenue. In addition, digital payments benefit small-scale 

businesses by enhancing financial stability and aiding local economic growth. 

4. Challenges and Gaps in Current Research 

While the relationship between digital currencies and financial inclusion is well established, there are still  
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challenges in terms of digital literacy, cybersecurity, and regulatory frameworks. Existing literature 

(OECD, 2022) highlights that low awareness, poor internet connectivity, and lack of trust in digital systems 

limit adoption in rural areas. Further research is needed to identify the most effective policy interventions 

that can enhance digital financial inclusion in states like Uttar Pradesh. 

 

Research Methodology 

This research takes a straightforward, numbers-based approach to understand how digital money adoption 

affects financial inclusion in Uttar Pradesh, which gives us a good picture of what's happening in 

developing regions more broadly. 

1. Conceptual Model 

The study works as a one-time survey using proven methods to gather fresh information from different 

groups of people throughout UP. The research framework combines ideas from three well-known theories 

- the Technology Acceptance Model, the Unified Theory of Acceptance and Use of Technology, and 

Diffusion of Innovation. These theories help identify important elements like how secure people think 

digital currencies are, whether they trust them, how easy they are to use, and how useful they seem - all 

of which influence whether consumers want to start using digital money. 

Some examples of what the researchers expect to find include that when people feel digital currencies are 

more secure, they'll trust them more. When trust goes up, people become more willing to use digital 

financial services. Systems that are easy to use are viewed as more valuable, which helps them spread to 

more people. The researchers also think these factors work differently in rural versus urban areas because 

of differences in access to technology and infrastructure. 

The study measures these concepts using five-point rating scales that have been adapted from earlier 

research and customized for the UP setting, making sure participants' answers truly capture their real 

experiences and feelings. The data comes from people who actually use digital payment systems, those 

who benefit from financial services, and key players in both city and rural environments. The participant 

group includes an even mix of men and women across different ages, income brackets, and education 

levels. 

 

Variables CATEGORIES & PERCENTAGES 
 

AGE 18–25 (25%), 26–35 (40%), 36–45 (20%), above 45 (15%) 
 

 

EDUCATION Graduates (50%), Undergraduates (30%), Postgraduates (20%) 
 

 

OCCUPATION Employed (55%), Students (20%), Self-employed (15%), Other (10%) 
 

 

INCOME Below 25k INR (25%), 25k–50k (35%), 50k–75k (25%), above 75k (15%) 
 

 

RESIDENCE Urban (50%), Semi-urban (30%), Rural (20%) 
 

 

 

2. Analytical Approach 

The study used several methods to check if their measurements were solid. They looked at reliability using  
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Cronbach's Alpha, which came out above 0.88 for everything they measured, meeting the standards that 

Nunnally set back in 1978. For validity, they checked composite reliability which was over 0.89, and the 

average variance extracted fell between 0.65 and 0.75. They also ran a confirmatory factor analysis that 

showed good fit with a CFI of 0.948, TLI of 0.94, and RMSEA of 0.056, following what Fornell and 

Larcker recommended in 1981. To test their hypotheses, they used structural equation modeling to see 

how strong the relationships were between different variables, and the results were statistically significant, 

backing up all their main predictions. 

KEY FINDINGS AND PRACTICAL IMPLICATIONS 

The numbers really tell the story here - with more than 14 billion UPI transactions happening every month 

in India and over 800 million people using smartphones, it's clear that the country is pretty much ready for 

digital money to become mainstream. What researchers like Rani, Srivastava, and Mishra have found is 

that people are already comfortable with digital payments. 

But here's the thing - trust is everything when it comes to getting people on board with digital currencies. 

People need to feel secure about their money, and this is especially true in rural areas where folks are 

naturally more worried about online security threats and cyber crimes. 

What's really interesting is how much easier it becomes for people to adopt these technologies when they're 

simple to use and actually helpful in their daily lives. This is particularly important for people who are 

trying digital payments for the first time or those living in rural communities. It just goes to show how 

crucial it is to make these digital platforms user-friendly and accessible to everyone, not just tech-savvy 

city dwellers. And you can't ignore the role that government rules and regulations play in all this. Things 

like requiring proper identification through KYC processes and having two-step verification really help 

people feel more confident about using digital money because they know there are safeguards in place to 

protect them from fraud. 

 

DISCUSSION 

This research looked into what drives people in Uttar Pradesh to start using digital money, which ties into 

the bigger picture of bringing financial services to developing regions. Just like previous research models 

such as TAM, UTAUT, and DOI predicted, people care a lot about whether these digital payment systems 

Hypothesis ( 

Pathway) 

Coeffici

ent 

T-

Value 

P-

Value 
Source 

Security - Trust 0.58 9.45 0.001 
https://www.jstor.org/stable/258792?origin=cro

ssref&seq=1  

Trust - Adoption 0.62 10.21 0.001 
https://www.inderscience.com/offers.php?id=12

2219 

Ease of use - 

Usefulness 
0.55 8.78 0.001 

https://www.jstor.org/stable/249008?origin=cro

ssref  

Usefulness - Adoption 0.49 7.92 0.001 
https://www.jstor.org/stable/249008?origin=cro

ssref  

Security - Adoption 

via trust 
0.34 5.12 0.001 https://www.jstor.org/  

UPI vs NON-UPI 0.15 2.31 0.001 https://www.doi.org/  
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are easy to use and actually helpful. But what really stood out was how much trust and feeling secure 

matter to people. 

Trust turned out to be the biggest factor, essentially acting as a bridge between how safe people think these 

systems are and whether they'll actually use them. This shows that people aren't just looking at the 

technical stuff - they really want to feel confident that the companies behind these digital wallets are 

honest, know what they're doing, and have their customers' best interests at heart. This is especially true 

in places like UP, where people worry about online crime and many folks are still getting used to digital 

banking. 

The study found some interesting differences between UPI-based wallets and other types, which really 

shows how the underlying technology and government regulations affect how confident users feel and 

what benefits they see. UPI systems connect directly to bank accounts, require two-step verification, and 

work almost everywhere, which makes people feel more secure and see more value in using them. 

These discoveries add something new to existing research by showing how trust and security concerns fit 

into the decision-making process, especially in India's unique digital payment world where smartphones 

are spreading rapidly and major policy changes like demonetization have shaken things up. For companies 

in this space, the takeaway is clear: be upfront about security measures, make things as simple as possible 

for users, and work hard to build trust through things like regular security checks and clear fraud reporting. 

Since this study only captured a snapshot in time, it would be valuable for future research to track people 

over longer periods to see how good experiences with digital payments gradually build up trust. 

 

CONCLUSION 

this study shows that for digital currencies to keep working well in bringing financial services to people 

in UP and other developing areas, it's not enough to just have good technology. What really matters is 

building genuine trust with users and making sure they feel their money is safe. 

The research approach we used, which brought together different theoretical models and added trust and 

security factors, turned out to be really effective for understanding why people choose to adopt these 

technologies. What we found is that when people feel secure about using digital payments, it directly 

affects whether they'll actually use them, both on its own and by building trust. At the same time, making 

systems easy to use and genuinely useful still plays a big role. 

One interesting finding was how different types of digital wallets, particularly UPI versus non-UPI 

options, behave differently in the market. This gives us useful information for creating policies and 

targeting specific groups of users. 

For government officials and companies working in financial technology, the key takeaway is clear: focus 

on building platforms that are secure, transparent, and simple to use, while making sure there are strong 

rules and regulations backing them up. This will be essential for keeping digital financial inclusion 

growing and reaching more people. 

Looking ahead, researchers should keep studying how trust develops and changes in digital money 

systems, and pay attention to cultural and social factors that influence how people in different developing 

countries view these technologies. 

This research helps fill important knowledge gaps about how people adopt digital financial tools in 

emerging economies, connecting the dots between technology, psychology, and economics in ways that 

support inclusive growth. 

http://www.ijfmr.com/
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The study's approach and findings align with broader research in this field, specifically tailored to 

understand digital currency adoption and financial inclusion in Uttar Pradesh. 
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