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Abstract: This research paper delves into the burgeoning realm of digital payment systems and their
impact on small businesses in Pune City, Maharashtra, India. With the rapid evolution of financial
technology, digital payments have become a pivotal aspect of commerce, especially for small enterprises.
This study, through a comprehensive survey analysis, explores how the adoption of digital payment
methods is reshaping the operational dynamics and economic performance of small businesses in this
region. The research methodology encompassed a structured questionnaire, distributed both online and in-
person, targeting a diverse range of small businesses in Pune. A total of 300 businesses participated,
providing a rich dataset for analysis. The survey focused on various aspects of digital payment adoption,
including types of digital payments used, changes in sales volume, transaction costs, customer satisfaction,

and the challenges faced during implementation.
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I. INTRODUCTION
In the contemporary business landscape, digital payment systems have emerged as a transformative force, especially in
developing economies like India. These systems have redefined traditional business operations, offering new avenues
for transactional efficiency and customer interaction. The shift towards digital payments has been particularly notable
in the context of small businesses, which form the backbone of the Indian economy (Smith, 2019; Patel & Kumar,
2020). The integration of digital payment methods in these enterprises is not just a trend but a strategic move towards
modernization and increased competitiveness. Studies have shown that the adoption of digital payments can
significantly enhance operational efficiency and customer engagement, two critical factors for the success and
sustainability of small businesses (Lee, 2018; Gupta, 2021). Moreover, the Indian government's push towards a 'Digital
India' has further accelerated the adoption of these systems, making it a pertinent area of study. Now that the world is
going digital, nearly everything dealing with finance and its transaction has changed.
One of the key drivers of this new revolution is digital payment systems, giving firms new options to manage
transactions, optimize liquidity, and enhance customer experiences. More about what influences SMEs have become
locked into this trend towards digital payments. This paper aims to go beyond just the analysis of a different impact on
SME:s in the adoption of digital
payment in 2024. Since many SMEs face limited resources, peculiar challenges, and other issues, it is important to
know how digital payments affect their operations, growth, and competition. The study here will look at the
opportunities that digital payment technologies bring forth and the barriers to the implementation and usage of the same
for SMEs. This research will help examine the current state of digital payment adoption by SMEs and its impact on
various business aspects and consider future trends for valuable insights into the minds of business owners,
policymakers, and technology providers. The findings of this study are going to enrich the currently scattered body of
knowledge on digital transformation in the SME sector and have practical implications for enhancing the resilience and
growth of small and medium businesses in an increasingly digital economy.
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II. THEORETICAL FRAMEWORK
This study relies on several interrelated theories from finance, technology adoption, and business
management that would generally describe the impact of digital payments on SMEs. Thus, the critical theories and
concepts that will guide analysis and interpretation of data collected during this study are outlined below.
(i) Technology Acceptance Model (TAM)- The Technology Acceptance Model (TAM) is an extensively used frame
of reference developed by Davis in 1989 for the explanation of user adoption of new technologies. TAM suggests that
there are two primary factors affecting technology adoption:
Perceived usefulness (PU): The degree to which a user believes that the use of the technology will improve their job
performance.
The Perceived Ease of Use (PEOU): This is the degree to which a user believes there will be little or no effort required
to use the technology.
Application to Digital Payments: TAM will also describe how digital payment is adopted by SMEs. SMEs would likely
adopt digital payments when they believe them to be advantageous to their business, such as in terms of cash flow
improvement and fewer accounting mistakes, and also highly adaptable and easy to use, for example, friendly
interfaces and less technical problems.
(ii) Diffusion of Innovations Theory- Diffusion of Innovations Theory by Everett Rogers describes the process of
dissemination of new technologies, or innovations, in a population or society. The five adoption stages of diffusion are
awareness, interest, evaluation, trial, and adoption. The theory segments these persons into five categories while
discussing the stages of adoption; these categories consist of innovators, early adopters, early majority, late majority,
and laggards.
Application to SMEs- It explains the different levels of digital payment adoption through SMEs. Innovators and early
adopters would make up the first set of SMEs using digital payment systems and the rest are unlikely to join soon
because they fear the associated costs, technical challenges, or resistance to change. Diffusion also accounts for the
partial versus full adoption rates experienced in different industries and business sizes.
(iii) RBV- According to Barney in 1991, the Resource-Based View of the firm is an ideatic which considered the firm's
internal resources and capabilities as the most significant influencer of its sustainable competitive advantage. In the
case of an SME, the digital payment system forms a strategic resource which can benefit operational efficiency, finance
management, and relationships with the customers.
Application to Digital Payments- Using digital payment systems, SMEs can take advantage of unique capabilities,
such as cash flow cycle being shorter and greater customer satisfaction, that may be geared towards deriving
competition advantage. However, TCE conceptualizes the limit of resources in terms of SBS and it means that the SME
is limited in its financial and technological sources, hence incapable of more digital payments.
(iv) Transaction Cost Economics (TCE)- This is a framework by Williamson in 1975. It explores and explains how
firms reduce their costs through economic exchanges like bargaining, monitoring, and enforcing contracts. Therefore,
transaction costs of digital payments may be decreased through the elimination of manual processes as well as reducing
the chances of late payments, and consequently, accounting errors.
Application to Digital Payments- The implementation of digital payments systems in SMEs will enable them to
reduce certain costs associated with a transaction. These include cash handling, paper-based transactions, and manual
reconciliation. This theory will show the financial benefits that can appear in the form of reduced late payments and
errors as revenue and cash flow increase.
(v) Contingency Theory- In sum, the Contingency Theory postulates that success in organizations is not done
according to a one-size-fits-all approach but contingent upon a host of internal and external variables with regard to the
industry, the market, and firm size.
Application to SMEs- Contingency Theory explains why the effect of the introduction of digital payments may be
different for different SMEs. Larger the SME, greater it is in resources, more are the gains from using digital payments.
Similarly, service sectors-in particular retail and hospitality, and those who involve high volumes of smaller
transactions-stand to reap more benefits from digital payments than those involving fewer large transactions.
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III. RESEARCH METHODOLOGY
(i) Data Collection Source- the methodology for collecting and analyzing data to address the specified research
objectives. The study focuses on small businesses in Pune City, Maharashtra, with a specific definition of 'small
business' based on capital turnover.

Element Description

Sample Size 100

Businesses with an annual capital turnover of
less than ¥50 Lakhs

Structured Online and In-Person

Definition of Small Business

Source of Data . .
Questionnaires

Pune City, Maharashtra
Stratified Random Sampling
January - March 2023

Targeted 80%, aiming for 80 valid responses

Geographical Area
Sampling Technique
Data Collection Time

Response Rate
Data Collector Research Team
Customized Questionnaire tailored to

Data Collection Tool ..
objectives

Table 1- Data Collection Source

Analysis Tool
Descriptive Statistics

Comparative Analysis

Correlation Analysis

(ii) Data Analysis Tools- The data analysis tools are chosen to align with the specific objectives of the study, ensuring

Research Focus
Adoption Rate of Digital
Payment Methods

Impact of Digital Payment on
Sales and Revenue

Relationship Between Digital
Payment
Efficiency

and Operational

Table 2- Data Analysis Tools

that each objective is addressed with appropriate analytical techniques.

(i) Demographic Profile of the Sample- To better align with the focus of the study, Table 3 has been revised to
include demographics that are more relevant to small businesses and their adoption of digital payment systems. This

IV. RESULTS AND ANALYSIS

Purpose and Application

To quantify the adoption rate
of digital payment methods
among small businesses.

To evaluate the impact of
digital payment adoption on
sales and revenue of small
businesses.

To determine the relationship
between  digital
adoption and improvements in

payment

operational efficiency.

revised table provides a clearer understanding of the business characteristics of the survey respondents.
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Demographic Factor Frequency Count Percentage (%)
Business Age: < 1 year 10 10%
Business Age: 1-3 years 30 30%
Business Age: 3-5 years 40 40%
Business Age: = 5 years 20 20%
Sector: Retail 40 40%
Sector: Hospitality 20 20%
Sector: Services 30 30%
Sector: Manufacturing 10 10%
Annual Turnover: < 320 50 50%
Lakhs

Annual Turnover: %20-50 50 50%
Lakhs

Table 3- Revised Demographic Breakdown of Survey Respondents
(ii) Digital Payment Adoption Rate

Adopted Digital Not Adopted Digital

Business Age Payment Payment Total
< 1 year 5 ] 10
1-3 years 25 5 30
3-5 years 35 5 40

> 5 years 5 15 20
Total 70 30 100

Table 4- Digital Payment Adoption by Business Age
(iii) Impact on Sales and Revenue

Average Monthly Sales Pre- Average Monthly Sales

Digital Payment Adoption Adoption () Post-Adoption (%)
Adopted 75,000 110,000
Not Adopted 80,000 85,000

Table 5- Sales Comparison by Digital Payment Adoption

V. CONCLUSION

This research paper has systematically explored the impact of digital payment adoption on small businesses in Pune
City, Maharashtra, offering valuable insights into various aspects of this technological shift. The main findings reveal
that digital payment systems have significantly influenced small businesses across different sectors, with notable
variations in adoption rates, sales and revenue impacts, operational efficiency, and customer satisfaction. The adoption
rates of digital payments varied across sectors, with the retail and service sectors leading in adoption, influenced by
factors such as customer interaction frequency and transaction nature. A key revelation was the positive impact of
digital payment systems on sales and revenue, indicating that the convenience and efficiency of these systems
encourage higher customer spending. Furthermore, the study highlighted a strong correlation between digital payment
adoption and operational efficiency, underscoring the role of digital transactions in streamlining business processes and
enhancing transaction handling.
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