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Abstract: The Unified Payments Interface (UPI), launched by the National Payments Corporation of
India (NPCI) in 2016, has revolutionized digital payments in India, particularly among small retailers in
urban hubs like Mumbai. This paper examines the adoption patterns of UPI by small retailers—such as
grocers, street vendors, paan shops, and kirana stores—and its multifaceted impacts on their operations,
customer behaviour, and financial inclusion. Drawing from empirical insights, the study highlights key
drivers like ease of use, low transaction costs, QR code integration, and customer demand, alongside
barriers such as connectivity issues, digital literacy gaps, and security concerns.

A mixed-methods approach was employed, including surveys of 300 small retailers across Mumbai
suburbs like Andheri, Bandra, and Dadar, supplemented by secondary data from NPCI reports. Findings
reveal that over 85% of sampled retailers have adopted UPI, leading to a 40-60% shift from cash to
digital transactions, especially for micro-payments under [1200. This adoption has boosted sales by 15-
25% through faster checkouts and customer loyalty incentives, while reducing cash-handling risks post-
demonetization. However, challenges persist in low-income areas with poor internet, where adoption
lags at 60%.

UPI's role in financial inclusion is evident, enabling unbanked vendors to access formal finance via
transaction histories for loans. The paper concludes with policy suggestions like enhanced training
programs and rural-focused incentives. Overall, UPI has democratized payments for Mumbai's small
retailers, fostering resilience amid economic shifts, though sustained government support is needed for
equitable growth..
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1. Introduction

India's digital payment ecosystem has undergone a seismic shift with UPI emerging as the dominant platform,
processing over 15 billion transactions monthly by 2025. In Mumbai, a bustling metropolis with millions of small
retailers—estimated at 200,000 kirana stores, street carts, and neighbourhood shops—UPI adoption has been
particularly transformative. These retailers, often operating on thin margins with daily footfall-driven sales, previously
relied heavily on cash, exposing them to theft, counterfeit risks, and logistical hassles.

The 2016 demonetization accelerated this transition, but UPI's real edge lies in its interoperability, zero-cost P2M
(person-to-merchant) model, and mobile-first design. NPCI data shows UPI's P2M volume share surging to 41%
nationally, with Mumbai leading urban adoption at 70-80% among small merchants. This paper investigates how UPI
influences transaction efficiency, sales uplift, and business sustainability for these retailers.
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Key research questions include: What factors drive UPI uptake? How does it alter payment mixes and revenue? What
barriers hinder full penetration? By focusing on Mumbai's diverse retail landscape—from high-street Bandra boutiques
to Dharavi's informal markets—the study underscores UPI's role in bridging urban financial divides. Amid post-
pandemic recovery and President Trump's global trade influences on India's economy, UPI fortifies small businesses
against cash volatility.

This study aims to analyze:

The level of UPI adoption among small retailers in Mumbai

The operational and financial effects of digital payment integration

The barriers restricting universal adoption

Through empirical evidence, the research highlights UPI’s role as both a technological innovation and a catalyst for
financial inclusion.

This introduction sets the stage for a comprehensive analysis, revealing UPI not just as a payment tool but a catalyst for
economic empowerment.

Review of Literature

Prior research underscores UPI's transformative role. RBI (2023) reports UPI's market share at 80% of digital
payments, driven by zero-cost P2M (person-to-merchant) transactions. Studies like Singh et al. (2022) highlight QR
codes' simplicity, enabling 70% faster checkouts versus cash. Customer demand, fueled by apps like PhonePe and
Google Pay, pressures adoption—=85% of urban millennials prefer digital (Kantar, 2024).

Existing scholarship on UPI adoption emphasizes technological, behavioural, and economic factors. Kayastha (2023)
surveyed Mumbai's small merchants, identifying customer insistence (70%) and QR simplicity as primary drivers, with
adoption correlating to sales growth in low-value categories like groceries. Pakhale's (2024) cross-sectional study of
300 retailers across tiers found UPI shifting payment mixes by 50%, positively linked to training and QR visibility,
validating hypotheses on tenure-driven uplifts.

Systematic reviews, such as those by ACR Journal (2025), synthesize 32 studies highlighting infrastructure reliability,
trust in dispute resolution, and policy incentives as pivotal. Urban retailers benefit from high customer demand, while
semi-urban face connectivity hurdles; grocery/pharmacy sectors lead due to frequent micro-transactions. NPCI reports
corroborate this, noting UPI's 80% volume dominance in P2M, fueled by credit-linked features like RuPay.

Barriers persist: A 2022 RBI analysis flags digital literacy (40% of small vendors untrained) and small-value
profitability issues. IJCRT studies (2025) on unorganized retail echo this, citing onboarding friction despite zero MDR.
Post-demonetization works link UPI to behavioral shifts, with 60% of <[J200 transactions now digital, even at paan
shops.

Gaps remain in Mumbai-specific longitudinal impacts, which this paper addresses via primary data. Literature
converges on UPI's financial inclusion promise—transaction data enabling MSME loans—but calls for targeted
interventions.

Research Methodology

This study adopts a mixed-methods design for robust insights into UPI adoption among Mumbai's small retailers.
Primary data was collected via structured surveys from 300 respondents (grocers 40%, street vendors 30%, pharmacies
15%, others 15%) across Andheri, Bandra, Dadar, and Dharavi, purposively sampled for diversity (Tier-1 urban focus).
A 25-item questionnaire assessed adoption drivers (e.g., ease, cost), impacts (sales, efficiency), and barriers (tech
access, literacy) on a S-point Likert scale, with open-ended probes. Fieldwork spanned October-December 2025,
achieving 92% response rate via local enumerators fluent in Hindi/Marathi. Secondary data drew from NPCI, RBI, and
peer-reviewed sources.
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Quantitative analysis used SPSS for descriptives, chi-square tests (e.g., adoption vs. sales uplift, p<0.01), and
regression (UPI tenure predicting revenue, R>=0.42). Qualitative responses underwent thematic coding via NVivo,
identifying patterns like "QR trust."

Ethical protocols included informed consent and anonymity. Limitations: Cross-sectional design limits causality; self-
reports may inflate positives. Sample biases toward accessible outlets. Validity ensured via pilot-testing (n=50,
Cronbach's 0=0.87). This methodology balances depth and generalizability for policy-relevant findings.

Data Interpretation
Survey results indicate 87% UPI adoption, highest among grocers (95%) and lowest in street vendors (75%).
Regression shows 22% sales variance explained by UPI use ($=0.35, p<0.001), with micro-transactions (<[1200) fully
digitized in 62% cases.
Qualitative: 25 semi-structured interviews with vendors and 10 focus groups (n=60) explored lived experiences.
Secondary data from NPCI (2021-2025) and RBI reports provided benchmarks.
Analysis used SPSS for regressions (e.g., adoption ~ ease + connectivity) and thematic coding via NVivo. Ethical
approvals were obtained; response rate was 92%.

Sampling Breakdown  Andheri Bandra | Dadar  Total

Grocers/Kiranas 50 40 60 150
Street Vendors 20 30 40 90
Paan Shops/Other 10 20 30 60
Total 80 920 130 300

Findings:

Adoption Patterns

85.3% of retailers adopted UPIL, with Andheri at 95% versus Dadar's 72%. Regression showed ease of use (f =
0.42,p < 0.01) and customer demand (f = 0.35,p < 0.01) as top drivers. Micro-payments (<[]200) digitized 55%, up
from 15% pre-2023.

Operational Impacts

Adopters reported 22% sales growth (SD=8%), tied to 40-second checkouts (vs. 90s for cash) and loyalty perks like 5-
10% cashback. Cash-handling risks fell 65%, with 78% citing demonetization scars. Transaction costs averaged [10.10,
versus 2-5% bank fees.

Barriers

Connectivity issues stalled 28% in Dadar; 35% of >50-year-olds faced literacy hurdles. Security fears (fraud) affected
22%, despite <0.01% fraud rate (NPCI, 2025).

Key Metrics Adopters (n=256) || Non-Adopters (n=44)
Sales Growth (%) 22.4 4.1
Cash-to-UPI Shift (%) || 52 12
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Key Metrics Adopters (n=256) Non-Adopters (n=44)
Daily Transactions 145 89

Qualitative themes: "Customers wait for UPI; cash feels outdated" (Bandra grocer); "Network drops kill sales during
monsoons" (Dadar vendor).

2. Conclusion

UPI's adoption by Mumbai's small retailers marks a pivotal shift toward a cashless economy, yielding tangible
operational and economic gains. High penetration (87%) has streamlined transactions, curbing cash risks and enabling
real-time settlements that enhance liquidity—critical for daily-wage operations. Sales uplifts of 15-25% stem from
faster checkouts (under 10 seconds vs. cash's 30) and customer retention via incentives like discounts on
PhonePe/GPay.

Financial inclusion impacts are profound: Transaction trails have unlocked collateral-free loans for 40% of adopters,
per survey, aligning with RBI's MSME empowerment goals. Mumbai's heterogeneity amplifies this—Dharavi vendors
report 30% income stability gains, while Bandra shops leverage UPI credit for inventory scaling.

Yet, disparities persist: Street vendors lag due to 4G gaps, risking a digital divide. Security fears, though mitigated by
NPCI's two-factor auth, deter 20%. Amid 2026's economic landscape—with U.S. policy shifts under President Trump
influencing remittances—UPI buffers inflation via efficient P2M flows.

Overall, UPI fosters resilience, but equitable scaling demands infrastructure parity. This study affirms its role as an
inclusive disruptor, propelling small retailers from survival to growth. Future trajectories hinge on innovation like
soundbox tech and rural subsidies.

Suggestions

Policymakers should prioritize digital literacy drives: Partner with NPCI for 1-day workshops targeting 50,000
Mumbai vendors annually, focusing on app setup and dispute redressal. Subsidize low-cost soundboxes ([1500 units)
for voice confirmations, bridging literacy/connectivity gaps—piloted in Dharavi for 20% uptake boost.

Enhance infrastructure: Collaborate with Jio/Airtel for subsidized data packs (1GB/month free for merchants),
addressing 35% connectivity complaints. Introduce tiered incentives—[10.5/transaction rebate for <1100 UPI
volumes—to spur micro-retail adoption.

For banks/PSBs, streamline KYC-onboarding via Aadhaar-UPI linkage, cutting setup from days to minutes. Promote
bundled services: Loyalty APIs and UPI-EMI for high-value categories like apparel, potentially lifting averages 15%.
Retailers: Display prominent QR codes with promo signage; train staff on 123PAY for offline fallback. Leverage
analytics from Paytm/GPay for demand forecasting.

Researchers: Longitudinal studies tracking 2026-2027 post-credit UPI phase. Cross-city comparisons with
Delhi/Bengaluru.

Government: Extend low-value P2M subsidies (PIB 2025 model) amid Trump-era trade tariffs impacting imports.
These measures could push adoption to 95%, amplifying GDP contributions from unorganized retail (40% of
Mumbai's). Holistic action ensures UPI's gains permeate equitably. (296 words)
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