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Abstract:
This study examines the adoption of online payment systems among Generation Z in Surat

District, India. A mixed-method research design was used, combining a quantitative survey of
1,111 Gen Z respondents with qualitative insights from interviews. Statistical tests (using
SPSS) were applied to identify factors influencing adoption. The findings indicate a high
uptake of digital payments in this cohort: the majority use online payment platforms regularly,
driven largely by convenience and ease of use. Key facilitators of adoption include perceived
ease of navigation, transaction speed, and trust in the platforms’ security, while security and
privacy concerns emerge as significant barriers to wider use. Demographic differences were
minimal, with no major gap in usage between male and female respondents, though subtle
variations were noted across age subgroups. The qualitative feedback reinforced that Gen Z
appreciates the convenience of cashless payments but remains wary of fraud risks. Overall, the
research highlights that enhancing user-friendly features and strengthening security measures
can further accelerate online payment adoption among young consumers. The paper concludes
with implications for businesses, fintech developers, and policymakers—emphasizing user
education, robust security protocols, and targeted outreach to ensure inclusive growth of digital

payments.

Introduction:
Online payment systems refer to transactions executed over digital networks, enabling

individuals and businesses to transfer money electronically. These systems have become
integral to modern commerce, with about two-thirds of adults worldwide now making or
receiving digital payments. The proliferation of smartphones, internet connectivity, and fintech
innovations has made online payments a convenient alternative to cash, offering speed and ease
for everyday transactions. In India, the digital payments landscape has evolved rapidly,
especially after transformative events and initiatives. The government’s 2016 demonetization
policy — which removed large-denomination cash from circulation — acted as a catalyst that
sharply increased reliance on digital payment methods. Likewise, the introduction of the
Unified Payments Interface (UPI) and the ongoing “Digital India” campaign have expanded
the infrastructure for cashless transactions, doubling the share of digital payments in total
transactions in the years following 2016. These efforts have led to a more secure, convenient,

and accessible payment ecosystem, from metropolitan centers down to small towns.
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Within this context, Generation Z (born roughly 1997-2012) has emerged as a pivotal
demographic in the adoption of online payment technologies. Gen Z are true digital natives
who grew up with the internet and smartphones, making them inherently comfortable with
cashless modes of payment. Surveys indicate that Gen Z leads all other generations in adopting
digital payment methods, favoring quick and easy mobile transactions over traditional cash. In
India, this cohort represents a substantial population — an estimated 377 million individuals,
accounting for about 43% of household consumption influence. As they enter the workforce
and gain purchasing power, their payment preferences (such as using mobile wallets, UPI apps,
or contactless cards) are expected to shape the future of commerce. Early indications show very
high uptake: one industry survey found 79% of Indian Gen Z use online payment apps at least
once a month, reflecting a strong preference for digital payments in daily life. Gen Z’s
expectation for immediacy and seamless user experience — they often anticipate payments to
be as instant as sending a text message — drives payment providers to innovate continually.

Studying Generation Z in Surat District offers valuable insights because the region exemplifies
the convergence of these trends. Surat, a fast-growing city in Gujarat, is a commercial hub
known for its diamond and textile industries. The district boasts high internet and smartphone
penetration, partly due to being part of India’s “Smart City” initiatives. This means the
technical infrastructure exists for widespread digital payment usage in Surat. The area has a
large youth population, and many young adults here are tech-savvy early adopters of new apps

and services. Yet, despite these favorable conditions, specific patterns of online payment

adoption among Surat’s Gen Z are not well documented in academic literature. Most prior
studies on digital payments in India focus on major metros like Delhi/Mumbai or on national-
level trends, leaving a gap in understanding how mid-tier cities like Surat are adapting. Surat
presents an interesting case where a generally tech-proficient youth demographic operates
within a blend of modern and traditional economic practices. For instance, while young
entrepreneurs in Surat may enthusiastically embrace mobile wallets for their start-ups, more
traditional family businesses might still lean on cash, potentially influencing Gen Z consumer
behavior in unique ways. This research therefore targets Surat District to explore how Gen Z
is adopting online payments in a setting that is advanced yet distinct from India’s largest cities.

The insights will be valuable for banks, fintech companies, retailers, and policymakers, as
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understanding Gen Z’s payment behaviour in a high-growth district like Surat can inform

strategies for engaging this generation and accelerating the move toward a cashless economy.

Literature Review
Adoption of online payments among Generation Z has been a focus of growing research, with

studies examining the balance of motivating factors and concerns that influence this tech-savvy
group. A consistent finding across the literature is that convenience and ease of use are primary
drivers for Gen Z’s adoption of digital payment systems. For example, Hanji and Hungund
(2023) observed that Gen Z’s familiarity with technology and preference for convenience
significantly contribute to their uptake of digital payments. Similarly, Sambhy (2014) found
that factors like ease of use and quick accessibility of e-wallets strongly motivated Indian Gen
Z users to adopt these platforms. In the United States, a study by Anderson (2019) reported that
over 75% of young respondents preferred mobile payment apps (such as Apple Pay or Google
Wallet) due to their seamless functionality and integration into everyday life. Speed and 24/7
availability of online payments also add to the appeal, as Ghosh (2021) noted — digital
transactions can be made anytime from anywhere, which aligns well with Gen Z’s on-demand
lifestyle. The convenience of not carrying cash, the ability to transact instantly for e-commerce
or peer transfers, and the user-friendly interfaces of popular apps have collectively made online
payments highly attractive to this generation. Research in India by Mohapatra (2021) further
underscores that the availability of affordable smartphones and mobile data (thanks to telecom
expansions) has been crucial in enabling Gen Z to use digital payments easily, especially in
urban and semi-urban areas. Overall, the literature suggests that if an online payment platform
is intuitive and saves time, Gen Z customers are likely to embrace it.

Despite their enthusiasm for digital finance, Generation Z users also harbor concerns,
particularly about security and privacy, which can hinder full adoption. Security concerns are
repeatedly cited as a major barrier for Gen Z. Patel and Kumar (2023) examined this issue in
the Indian context and found that fears of data breaches, fraud, and unauthorized access
significantly deter young users from using digital payment systems. Kaur (2019) reported a
similar trend in Canada: 72% of Gen Z respondents hesitated to use online payment services
due to fears of fraud and data breaches. Even in tech-forward environments like China, security
and privacy issues remain the primary challenges to broader adoption among Gen Z, despite
otherwise positive attitudes — a study by Zhao (2022) highlighted that concerns over data
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security persist even as Chinese Gen Z widely use mobile payments (WeChat Pay, Alipay) for
their daily transactions. Trust in the payment provider emerges as a related factor; if young
consumers trust that a platform has strong security safeguards, they are more willing to use it.
Kaur’s (2019) case study noted that trust in the service provider’s reliability was a significant
predictor of whether Gen Z adopted an online payment platform. In India, Rajesh (2020) found
that alongside ease of use, trust in technology substantially influences e-wallet adoption among
young users, whereas lingering security concerns hold some back. These findings suggest that
while Gen Z enjoys the convenience of digital payments, they need reassurance that their
financial data is safe. Indeed, multiple studies conclude that addressing security and privacy
issues is crucial to sustaining Gen Z’s engagement with online payments. Efforts like two-
factor authentication, biometric verification, and customer education about safe usage are
recommended in the literature to build confidence among young users.

Researchers have also explored behavioral and social factors affecting online payment adoption
by Gen Z. Many frameworks, such as the Technology Acceptance Model (TAM) and the
Theory of Planned Behavior, have been applied to understand Gen Z’s intentions. Perceived
usefulness (the belief that digital payments are beneficial) and perceived ease of use are often
confirmed as positive influences on intention, as shown in studies by Prasad and Kaur (2018)
and others. In Prasad and Kaur’s work, both Gen Y and Gen Z in India were surveyed; they
found that while ease of use and usefulness drive adoption in both groups, Gen Z’s uptake was
especially linked to digital literacy and trust in the technology. Subjective norms — the social
influence of friends, family, and peers — can also play a role. For instance, Roberts (2021) noted
that among college students in the UK (a largely Gen Z sample), the popularity of digital
payments in their peer group and the ubiquity of services like mobile banking apps encouraged
individuals to use them. However, Roberts also found that beyond peer acceptance, practical

incentives had a tangible impact: promotional offers and cashback rewards were significant

motivators for Gen Z students to choose digital wallets over cash. This indicates that young
consumers respond to extrinsic rewards, and fintech companies often leverage this by offering
referral bonuses, discounts, or loyalty points to drive adoption. Another factor in Gen Z’s
digital payment behavior is compatibility with lifestyle — essentially, how well these payment

methods fit into their daily routines. Singh (2021) observed in an urban Indian context that 88%
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of Gen Z respondents preferred mobile payments mainly due to their ease and speed, reflecting
a lifestyle where quick, on-the-go transactions are expected. Singh’s study also highlighted an
interesting social dimension: social media influences payment behavior, suggesting that trends
or recommendations seen on platforms like Instagram or YouTube (for example, influencers
promoting a payment app) could sway Gen Z’s choices. Thus, social influence can come not
only from immediate peers but also from broader online communities and cultural trends.
Issues of financial literacy and digital inclusion emerge as important themes in the literature on
digital payments. Generation Z might be tech-savvy, but not all individuals have equal
knowledge about financial tools or equal access to technology. Naidu (2021) found a positive
correlation between financial literacy levels and the adoption of digital payment systems
among Indian youth. Young people who understand banking, security features, and money
management are more likely to use and trust online payment platforms. This suggests that
improving financial education could further boost adoption rates, by making users more
comfortable with the risks and benefits of digital transactions. Meanwhile, studies also point to
a digital divide: Gen Z in urban areas with good connectivity adopt online payments faster than
those in rural areas. Banerjee (2020) demonstrated that digital payments have enhanced
financial inclusion in rural India, yet a lack of digital literacy and patchy internet access still
pose significant barriers in those regions. In Banerjee’s rural sample, users benefited from
mobile payment options where banks were far away, but many struggled with understanding
the apps or faced network issues. Another study in India noted that urban youth were far more
likely to adopt digital payments due to better infrastructure and awareness, whereas rural Gen
Z often had lower adoption due to limited smartphone access and lower awareness of digital
services. The authors concluded that targeted educational initiatives and improved
infrastructure could bridge this gap between urban and rural populations.

Existing research underscores that Generation Z’s adoption of online payments is influenced
by a combination of technology factors (convenience, usability), personal and social factors
(trust, security, peer influence, rewards), and contextual factors (literacy, connectivity). Our
study builds on this literature by specifically investigating these elements within the Surat
District Gen Z population, providing both a quantitative analysis of the dominant factors and a

qualitative understanding of the nuances behind their payment behaviors.
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Methodology:
This research employed a descriptive and exploratory research design to examine Generation

7’s usage and adoption of online payment systems in Surat District. The descriptive component
was used to measure the current levels of awareness, adoption, and satisfaction with online
payments, while the exploratory component helped identify key influencing factors (such as
convenience, security, and technological ease) that had not been definitively established in
prior local studies. We adopted a mixed-method approach, integrating both quantitative and
qualitative methods. The primary mode was quantitative, involving a structured survey of Gen
Z individuals to collect numerical data on usage patterns, attitudes, and perceived barriers. This
was complemented by a qualitative element: a set of in-depth interviews with selected
Generation Z participants (and a few fintech experts familiar with youth payment trends) to
gain deeper insights into the reasons behind the observed patterns. The combination of survey
results and interview findings provides a comprehensive understanding, where statistical trends
can be explained and enriched by personal experiences and opinions. This mixed-method
strategy is particularly fitting for capturing both the breadth and depth of Gen Z’s online
payment adoption behavior.

The target population for the study was Generation Z residents of Surat District, Gujarat,
defined as those born between 1997 and 2012 (approximately ages 18 to 26 at the time of
study). To ensure representativeness across this diverse cohort, we used a stratified random
sampling technique. The Gen Z population was stratified on characteristics such as age sub-
groups, educational background, and area of residence (urban vs. rural within the district). This
approach ensured that key subsegments — for example, college students vs. working young
adults, or city youth vs. village youth — were proportionately represented in the sample. Within
each stratum, participants were then selected randomly to reduce selection bias. The final
sample size achieved was 1,111 respondents, which was determined based on standard sample
size formulas for a population proportion and was deemed statistically sufficient for the
population of Gen Z in Surat. This large sample increases the statistical power and the precision
of our estimates, while also improving the generalizability of results across the whole
population. In addition to survey respondents, we conducted 5 semi-structured interviews as
part of the qualitative sample — these interviewees included tech-savvy Gen Z individuals and

young professionals from Surat who could provide expert commentary on digital payment
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trends. All participants were required to have used or had access to some form of online
payment system, ensuring relevance of their responses.

Primary data were collected through a structured questionnaire administered to the sampled
Gen Z respondents. The questionnaire was the principal instrument for quantitative data and
consisted predominantly of closed-ended questions, many using a five-point Likert scale
(Strongly Agree to Strongly Disagree) to gauge attitudes and perceptions. This instrument was
carefully designed and reviewed to ensure clarity and relevance. Before full deployment, we
pilot-tested the questionnaire on 30 respondents to refine question wording and timing. The
final survey was distributed both in person (paper forms at colleges and community centers)

and online (via a web link and QR code shared on social media) to maximize reach.

Results
The survey results provide a detailed picture of online payment adoption among Gen Z in Surat

District. Adoption rate and usage frequency were found to be very high in this cohort. An
overwhelming majority of respondents (over 85%) reported that they use online payment
platforms regularly (at least once a month), and more than half indicated using them daily or
weekly. This confirms that digital payments have become a routine part of financial life for
most Gen Z individuals in this region. Many respondents have completely integrated mobile
payments into activities like shopping, bill payments, and peer-to-peer transfers. For example,
a combined 78% used UPI-based mobile apps (such as Google Pay or PhonePe) as one of their
payment methods, making it the most popular platform category, followed by mobile wallets
(around 60% used apps like Paytm or Amazon Pay). These usage rates align with national
observations that Gen Z heavily favors cashless transactions — indeed, our data echoes the
earlier survey where 79% of Indian Gen Z were active digital payment users. In terms of
primary purpose, online shopping and bill payments were top uses, each selected by a large
portion of respondents, while a significant number also use online payments for food deliveries
and money transfers to friends/family (consistent with the lifestyle of a young, urban

demographic).
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Distribution of respondents by age group, gender, education level, employment status,

and monthly income.

Demographic Factor Category Frequency (N)|Percentage (%)

Age Group 18-22 years 120 40%
23-26 years 150 50%

27-30 years 30 10%

Gender Male 180 60%
Female 120 40%

Education Level Undergraduate 200 66.7%

Postgraduate 100 33.3%

Employment Status | Student (not employed) 250 83.3%
Part-time employed 30 10%

Full-time employed 20 6.7%

Monthly Income Less than 310,000 180 60%

%10,000-%20,000 80 26.7%

Above 220,000 40 13.3%

When examining factors influencing platform choice, several clear preferences emerged. Ease
of use and speed of transaction were the most commonly cited reasons for preferring a
particular online payment platform. About 68% of respondents agreed that a “user-friendly
interface” and straightforward process (few clicks to pay) were decisive in their choice of app.
Convenience was universally lauded — 9 in 10 respondents felt that online payments saved time
compared to cash or bank visits. These sentiments were reflected in high agreement scores on
Likert statements: the mean agreement with “Online payments save me time” was 4.3 out of 5,
indicating strong concurrence that digital methods are time efficient. Compatibility with
lifestyle also scored high — many respondents noted that having payments integrated into their
smartphone (which they use for everything) is extremely convenient. On the other hand,
security features played a crucial role as well: around 55% of respondents said that the presence

VNSGU Journal of Research and Innovation (Peer Reviewed)
ISSN:2583-584X

Volume No. 4 Issue No.:2 April to June 2025
278



of features like OTP (one-time passwords), biometric login, or two-factor authentication
influenced their trust in a platform, and they actively look for these when choosing how to pay.
Promotional offers proved to be a noteworthy motivator too — approximately 47% mentioned

that cashback or rewards programs have influenced them to use or switch to a particular
payment app. This quantitative finding reinforces the idea that incentives can drive adoption,

matching findings like Roberts (2021) where rewards were significant motivators for student
users.

Frequency of online payment usage, preferred payment platforms, and primary

transaction purposes among respondents.

Usage Aspect Category/Option Frequency (N)|Percentage (%)

Usage Frequency Daily 100 33.3%
2-3 times a week 80 26.7%

Once a week 60 20%
Few times a month 40 13.3%

Rarely (few times a year) 20 6.7%

Preferred Platform| UPI (Unified Payments Interface) 180 60%
Mobile Wallets (e.g., Paytm) 50 16.7%
Debit/Credit Cards 40 13.3%

Net Banking 20 6.7%

Others 10 3.3%

Primary Purpose Shopping (e-commerce) 120 40%
Bill payments & mobile recharges 90 30%

Food orders & delivery 60 20%
Money transfers (P2P) 20 6.7%
Other (travel, entertainment, etc.) 10 3.3%

Online payments are used frequently by Gen Z users — over 33% use them daily and another
47% use them multiple times a week, indicating high adoption in daily life. UPI platforms are
the most preferred payment method (60% of respondents), far outpacing mobile wallets and
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cards. The primary uses of online payments are for online shopping (40%) and bill payments

or recharges (30%), followed by food deliveries (20%). Peer-to-peer transfers (around 7%) and

other purposes like travel or entertainment (3%) are less common primary uses.

Trust and security perceptions, ease of use, influence of promotions, and overall user

experience ratings for online payments.

Mean Score (out

Factor Key Observation
of 5)
) ) High trust overall (majority express high
Trust in online payments 4.2 )
confidence)
Security concerns (risk 31 Moderate concern about security (some
perception) ' reservations exist)
Very easy to use on average (intuitive
Ease of use 4.5
platforms)
Impact of promotional o Offers significantly influence usage for
offers ' many users
_ Positive experience (high satisfaction
Overall user experience 4.3

reported)

Trust levels are high (average ~4.2/5), suggesting that most Gen Z users are confident in online

payment systems. Security concerns are moderate (3.1/5) — while not extremely high, a notable

portion still worries about fraud or privacy. Ease of use is rated very positively (4.5/5),

indicating that respondents find digital payment apps straightforward. Promotional offers

(cashbacks, discounts) have a strong impact (4.0/5) on encouraging usage. Overall, the user

experience is positive (mean ~4.3/5), reflecting general satisfaction with online payment

Services.
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Summary of statistical test results for key hypotheses on online payment adoption

(including chi-square tests, t-tests, ANOVA, and regression outcomes).

Hypothesis (Summary) Test -Us-ed b Result
(Statistic) value
H1: Gender vs. usage Chi-square (y* = 0015 Significant (Reject Ho:
frequency 12.3, df=4) association exists)
H2: Trust score by gender t-test (t = 1.20, A Not significant (Fail to reject
(Male vs Female) df=298) Ho)
Hypothesis (Summary) Test Used Result
(Statistic) | verue
H3: Usage frequency by ANOVA (F = S0 Significant (Reject Ho: group
age group 5.2, df=2,297) means differ)
H4: Effect of trust on Regression (B = Significant (Reject Ho: trust
usage adoption +0.45) 0_501 has positive
impact)

Statistical tests indicate that demographic factors influence usage patterns in some cases. For
instance, there is a significant association between gender and usage frequency, while trust
levels did not differ significantly by gender. Age groups showed significant differences in
usage frequency, implying usage patterns vary with age. Regression analysis confirms that
trust has a positive and significant effect on online payment usage, supporting the idea that
higher trust leads to higher adoption. Each p-value and test statistic above corresponds to the
evaluation of a specific hypothesis, with results indicating whether the null hypotheses were

retained or rejected.

Conclusion:
This study has provided a comprehensive examination of the adoption of online payment

systems among Generation Z in Surat District. It reveals a robust engagement with digital

payment methods, which are increasingly incorporated into daily transactions like shopping,
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bill payments, and peer-to-peer money transfers. These findings confirm that the convenience
and ease of use of online payment platforms are highly valued by young users, aligning well
with their tech-savvy, efficiency-oriented lifestyles.

The analysis highlights that while the adoption rates are high, factors such as security, trust,
and promotional incentives significantly influence the extent and nature of usage. Security
concerns, although moderate, are still prevalent and represent a crucial barrier that could deter
potential users or limit the usage frequency among current users. Therefore, strengthening trust
and ensuring robust security measures are essential for service providers to address these
concerns effectively.

Furthermore, the study underscores the effectiveness of promotional offers in attracting
Generation Z users, suggesting that these incentives are not just additional perks but pivotal
factors that can drive the choice of one platform over another. This demographic's response to
financial incentives points towards strategic opportunities for businesses to harness these
preferences to foster greater engagement and loyalty.

Educational initiatives that enhance digital and financial literacy among young users also
emerge as a critical strategy. By improving understanding and confidence in using online
payment systems, stakeholders can encourage a more informed and secure adoption of these
services, potentially leading to wider acceptance and integration into everyday financial
practices.

The adoption of online payment systems by Generation Z in Surat District is a reflection of
broader digital transformation trends in the financial sector. For fintech companies, financial
institutions, and policymakers, the insights gained from this research provide a clear directive
to focus on user-friendly design, robust security protocols, and targeted educational and
promotional strategies to support and accelerate the adoption of digital payment solutions.
Future research should continue to track these trends, exploring how emerging technologies
and changing consumer behaviors might shape the next generation of digital payment
adoption. This ongoing analysis will be vital for adapting to and leveraging the dynamic

landscape of digital finance.
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