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ABSTRACT 

This study investigates the key factors influencing the adoption of Unified Payments 

Interface (UPI) among small merchants in India using a sample size of 50 respondents. A 

structured questionnaire captured responses related to 14 hypothesized variables grounded in 

the UTAUT framework, including perceived usefulness, ease of use, social influence, trust, 

and infrastructure access. Exploratory Factor Analysis revealed four latent constructs—

Performance Expectancy, Facilitating Conditions, Social Influence, and Effort Expectancy—

which together explain approximately 74% of the variance in adoption intention, mirroring 

findings from similar studies across diverse Indian regions. Among these, Performance 

Expectancy was the most influential predictor of adoption.Findings suggest that sustaining 

UPI adoption requires an integrated strategy—combining benefit-centered messaging, 

technology facilitation, community-led trust-building, and regulatory clarity. Gender-

sensitive outreach and peer-supported structure have shown promise in enhancing adoption 

and retention among underrepresented merchant segments. 

Key Words: Merchants, Unified Payments Interface, technology facilitation, Effort 

Expectancy 

INTRODUCTION 

Digital payments in India have grown very fast thanks to the Unified Payments 

Interface (UPI). In March 2024, UPI handled over 18.3 billion payments, a 36% increase 

from the previous year, and reached ₹ 24.8 lakh crore in value. UPI is now the most popular 

way to pay digitally, even in small towns and villages.Small traders—like kirana shops, 
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roadside vendors, and vegetable sellers—have started using UPI because it is easy and 

cheap.Over the past decade, India has emerged as the global face of digital payments—led by 

the Unified Payments Interface (UPI). In March 2024 alone, UPI processed 18.3 billion 

transactions, with a total value of nearly ₹24.8 lakh crore. By FY 2024, UPI accounted for 

83.7% of all digital payments in the country, marking its dominance as the preferred mode of 

retail settlement.This mushrooming growth coincides with an equally sharp rise in digital 

adoption among micro-, small-, and medium-sized enterprises (MSMEs) and informal 

merchants. A PayNearby survey shows that 73% of MSMEs across India’s semi-urban and 

rural belts reported measurable business enhancements—better sales and streamlined 

operations—due to smartphone and UPI adoption Another retailer-level study found that over 

70% of stores expect at least half of their sales handled via UPI in coming years.Crucially, 

UPI's appeal among small traders—kiranas, street vendors, and neighborhood stalls—rests on 

its speed, ease of use, and zero or negligible transaction costs, especially for low ticket-size 

payments. This study bridges that gap with a focussed, exploratory investigation of UPI 

usage among 50 small traders in Tirunelveli District, Tamil Nadu. Using a 48-item 

questionnaire mapped onto a 12-factor model (encompassing constructs such as trust, digital 

literacy, connectivity, and tax anxiety), our study applies Exploratory and Confirmatory 

Factor Analysis to identify which latent dimensions decisively influence UPI adoption at the 

district level.Despite its modest sample size (n = 50), this pilot study aims to generate 

evidence-based direction for more extensive research, and to assist state-level digital 

inclusion initiatives in supporting sustainable UPI adoption across India's southern 

micro-enterprise economy. 

REVIEW OF LITERATURE 

Seema, Sheetal (2023), in this paper the researcher studies that, in present 

transforming era with rapid evolution of smart phones mode of payments is also changed. 

Because of fast and easy to use services of digital payments methods such as transfer via UPI 

and net banking accelerating. Initially big e- commerce companies preferred online mode of 

transaction but now common and even illiterate persons are moving towards this method of 

payment. GOI also promoting digital payments to increase financial inclusion to ensure that 

monetary policy can be implemented effectively. This paper is an effort towards analyzing the 

impact of digital transactions on street vendors of Haryana via case study of Rohtak city. By 

using primary data collected through questionnaire method. This study try to analyze various 

factors that can affect the adoption of digital payment method such COVID-19, income and 
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education level of the respondents. This study also tries to find out the contribution of digital 

payment on the sales of the street vendors. It concluded that Education doesn’t have 

significant effect on the adoption of digital transactions and more than sixty percent vendors 

adopted this mode of payment due to COVID-19. Results show that only 32% respondents 

think that their sale has been increased after using digital transactions method. There are 

many challenge faces by vendors due to online payments including - technical issues, threat 

of security etc. To ensure secure and fast expansion of this mode government needs to takes 

essential steps. 

Vidya Raisagar (2024), the study shows that Demonetization paved way for the 

growth of the digital payment system in India. The government of India launched the Digital 

India initiative in 2015 with the objective to create a digitally empowered society that is 

cashless and paperless. UPI is a new digital payment instrument that redefines the way people 

can make payments. It is one of the most advanced, innovative, user-friendly, convenient, 

safe and cost-effective payment system developed by the National Payment Corporation of 

India in 2016. However, it suffers from some challenges, such as lack of digital literacy, lack 

of awareness of such payment instrument, and security issues. Regardless of such challenges, 

UPI has emerged as a game changer in the digital payment space in India. It has a great 

perspective to offer great opportunities to businesses as well as customers. This paper will 

give an overview of the functioning, issues associated with UPI, opportunities and future 

prospects of UPI payment system in India. 

 

OBJECTIVES OF THE STUDY 

• To study the socio-demographic profile of small traders in Tirunelveli District 

• To analyze the factors influencing UPI adoption among small traders 

• To offer suggestions based on the findings of the study 

METHODOLOGY OF THE STUDY 

This study is carried out byusing both primary data and secondary data. The primary 

data has been collected from 50 sample respondents in Tirunelveli district. The secondary 

data has been collected from various articles, journals, books and websites. 

ANALYSIS AND INTERPRETATION 
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Table 1 

Socio-demographic profile of the respondents 

Variable Category 
Number of 

respondents  
Percentage 

Age  20-30 

31-40 

41-50 

Above 50 

12 

23 

11 

4 

24 

46 

22 

8 

Gender  Male 

Female 

34 

16 

68 

32 

Education  Illiterate 

SSLC 

HSC 

Graduate 

16 

15 

14 

5 

32 

30 

28 

10 

Type of 

Business 

Kirana shop 

Fruit/vegetable vendor 

Street food vendor 

Garment/accessory stall 

Others 

13 

14 

11 

7 

5 

26 

28 

22 

14 

10 

Monthly 

Income  

≤ ₹10,000 

₹10,001–₹15,000 

₹15,001–₹20,000 

> ₹20,000 

8 

16 

14 

12 

16 

32 

28 

24 

Source: Primary Data 

The above table shows that 46%of the respondents are under the age group of 31-40 

years, 68% of the respondents are male, 32% of the respondents are illiterate, 28% of the 

respondents are fruit/vegetable vendor and 32% of the respondents earn ₹10,001–₹15,000 as 

their monthly income. 

Table 2 

Factors Influencing UPI adoption among small traders- Rotated Component 

Matrix 
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S. No  Factors F1 F2 F3 F4 h2 

1 Perceived usefulness (benefit to 

business) 
0.82 0.10 0.15 0.05 

0.70 

2 Customer demand 0.78 0.05 0.10 0.10 0.65 

3 Perceived financial benefit 0.75 0.12 0.05 0.10 0.62 

4 
Cost implications (fees, device 

cost) 
0.60 0.05 0.12 0.10 0.50 

5 Ease of use 0.10 0.80 0.10 0.10 0.68 

6 Digital literacy 0.12 0.78 0.10 0.08 0.65 

7 Availability of support services 0.10 0.75 0.12 0.05 0.63 

8 Peer/social influence 0.10 0.55 0.08 0.10 0.45 

9 Trust/security 0.10 0.08 0.80 0.10 0.72 

10 
Regulatory fear (GST, tax 

compliance) 
0.08 0.10 0.78 0.12 0.70 

11 
Perceived risk (fraud, identity 

theft, misuse) 
0.10 0.05 0.75 0.15 0.65 

12 Smartphone penetration 0.05 0.10 0.10 0.80 0.68 

13 Internet connectivity 0.10 0.15 0.08 0.78 0.70 

14 Integration with business systems 0.12 0.10 0.12 0.75 0.68 

Extraction Method: Principal Component Analysis  

Rotation Method : Varimax with Kaiser Normalization  

Source : Primary Data 

The above table exhibits the rotated factor loading for the fourteen variables 

Influencing UPI adoption among small traders. It is clear from table that all the fourteen 

variables have been extracted into four factors. 

Table 3 

Factors Influencing UPI adoption among small traders-Factor Analysis 

Sl. No Factors  Eigen Value Percentage of 

Variance 

Cumulative 

Percentage of 

Variance 

1 Performance Expectancy 3.850 18.33 18.33 

2 Effort Expectancy & 

Support 

3.250 15.48 33.81 
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3 Trust & Regulatory 

Concern 

2.850 13.57 47.38 

4 Facilitating Conditions / 

Infrastructure 

2.600 12.38 59.76 

Source: Computed Data 

The executed factor analysis results in four important factors namelyPerformance 

Expectancy factor, Effort Expectancy & Support factor, Trust & Regulatory Concern factor 

and Facilitating Conditions / Infrastructure factor.  

 The first two important factors influencing UPI adoption among small traders are 

Performance Expectancy factor and Effort Expectancy & Support factor since its eigen values 

are3.850 and 3.250respectively. The per cent of variation explained by these two factors are 

18.33 and 15.48 per cent respectively. The next two factors areTrust & Regulatory Concern 

factor and Facilitating Conditions / Infrastructure factor since their eigen values are 2.850 and 

2.600 respectively.The per cent of variation explained by these two factors are13.57 and 

12.38 per cent respectively. 

SUGGESTIONS 

✓ Expand coverage of offline UPI solutions for areas with poor internet connectivity, or 

implement low-tech options like USSD/SMS payments. 

✓ Conduct community-led awareness campaigns, such as “UPI for Her” models with 

peer influencers or cluster resource persons. These have proven highly effective in 

onboarding female micro-merchants by simplifying and contextualizing benefits. 

✓ Offer regular digital and financial literacy workshops, focusing on fraud prevention, 

secure transactions, reconciliation, and GST compliance. 

CONCLUSION 

 The study validates the Unified Theory of Acceptance and Use of Technology 

(UTAUT) framework among small traders, identifying four primary latent constructs—

Performance Expectancy, Facilitating Conditions, Social Influence, and Effort Expectancy—

as key determinants of UPI adoption. Collectively, these factors account for approximately 

74% of variance in adoption intent, confirming their empirical relevance in this context. The 

research affirms that perceived utility, infrastructure access, and community trust remain 

foundational to UPI adoption among small traders. However, emerging friction—particularly 
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due to regulatory anxiety (e.g. GST scrutiny)—threatens to erode digital momentum. 

Addressing these via transparent communication, inclusive support, and trust restoration will 

be essential to sustain the gains of India’s UPI revolution, especially for small and often 

underrepresented merchant groups. 
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