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While the digital payments in India have reached a milestone in just three years, the main attraction is not
their fast, reliable, and frictionless services, but the cashbacks and discounts they offer. 

Love for cashbacks has taken UPI transactions in India beyond one billion mark but the digital payment app

companies such as Paytm, Google Pay, etc, had to shell out a fortune to make this happen. The advertising,

marketing and promotional expenditure of the top four digital payment app companies have doubled on-year

in FY19 and there’s a big reason behind it. While the digital payments in India have reached a milestone in

just three years, the main attraction is not their fast, reliable, and frictionless services, but the cashbacks and

discounts they offer. 

“Queried about what would encourage consumers to use digital payments more frequently, 42 perc ent said

that they wanted better rewards — discounts, incentives or cashbacks, followed by 24 per cent who saw

faster and more frictionless checkout as the key motivating factor” shows data compiled by ACI Worldwide. 
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Cashback is the second-best attractive component for rewards after product discount globally. (Bloomberg image)
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Also Read: Indians prefer digital payments for shopping this festive season, not for ease, but for this

reason

The digital payment app companies seem to have clearly understood the customers’ psychology in India that

is the reason why cashback can be seen in almost everything that you look to buy online.

“Cashback is the second-best attractive component for rewards after product discount globally. Cashbacks

are leveraged in a variety of ways. Mostly mobile wallets use cashbacks to compete with e-commerce

companies to expand their footprints and competing with other digital payment modes,” DD Mishra, Sr

Director Analyst, Gartner, told Financial Express Online.

Using innovative, creative, and smarter models, the cashbacks can be monetised further as it creates traction.

Hence in the short term, rather than avoiding it, it should be leveraged as an important tool for tapping the

opportunities in the market, DD Mishra added.

Also Read: UPI payments shot up 8.7 folds in one year; these reasons still keep cash in game

India’s payment system has changed its face since demonetisation with UPI becoming the fastest acceptance

in payments in the world. “With India scaling up significantly in digitising the financial sector, UPI’s current

potential to transform payments seems to be immense,” Ramaswamy Venkatachalam, Managing Director –

Banking and Payments, FIS, told Financial Express Online. 

The luring cashbacks are undoubtedly keeping the customers glued to digital payments but the question is

for how long will this process sustain and for how long the digital payment app companies will have to

compromise with their operating profits to keep themselves intact on the ground.

Do you know What is Long Term Capital Gains Tax, Repo Rate, Repo Linked Lending

Rate (RLLR), Wholesale Price Index (WPI), Public Debt? FE Knowledge Desk explains each of these and

more in detail at Financial Express Explained. Also get Live BSE/NSE Stock Prices, latest NAV of Mutual

Funds, Best equity funds, Top Gainers, Top Losers on Financial Express. Don’t forget to try our free Income

Tax Calculator tool.
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