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Abstract: This research study is aimed at understanding the effectiveness of 

different types of payment system available for merchants like Paytm, Mobile 

wallets, Credit Cards, etc., and what are the difficulties faced by them in the 

payment systems and its effect on the business in Major Metropolitan cities 

especially after Demonetisation. A total of 421 responses were collected and the 

awareness of different payments system as seen from the point of view of small 

merchants were studied. Results show that Cash seems to the most preferred mode 

as it is required for the working capital, payment of employee remuneration, wages 

and others. Awareness should be created among merchants of the benefits they 

would get from having non-cash transactions. Improving credit worthiness and 

eligibility to receive loan from banks is one such benefit which would convince the 

merchants. The government has been encouraging use of a variety of payment 

system post demonetization. However too many systems could confuse the 

merchants and customers. 

Keywords: Demonetisation, Small merchants, Point of sale, Prepaid payment 

instruments 

 

1. Introduction 

Demonetization of high value 500 and 1000 rupee notes on 8
th
 November 2016 by the 

Indian government caused disruption to the functioning of the economy because high 

usage of currency in day to day transactions. The cash to GDP ratio was high at 12 per 

cent and reportedly, over 90 per cent of the transactions in India were cash based. It 

forced people to opt for payment systems like prepaid instruments, mobile banking and 

cards for their daily transactions. The government focused on non-cash transaction as one 

of the objectives of demonetization. Thus, the usage in terms of volume and value of 

transactions of these increased tremenpdously for a short time. However as soon as the 

currency level improved the usage of these payment systems started decreasing gradually. 

It showed the preference of cash among Indian public when making purchases. The main 

non-cash system currently used by merchants are Point of Sale (PoS) terminals and 

Prepaid Payment Instruments (PPIs). The usage of these payment system for the financial 
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year 2016-17 is terms of volume and usage shows a peak during month of December 

after which it shows a gradual decline.  

2. Payment and Settlement System in India 

The payment and settlement system in India can be classified under three heads namely, 

a. Paper-based payments 

The paper-based payment and settlement system are the traditional system which are well 

established as an important system. They paper-based payments system in India includes 

cheques, drafts and other such similar paper based systems It accounted for nearly 60% 

of the total non-cash payment system in terms of volume during the financial year 2010-

11. But their numbers have been reduced drastically and now they account for only 6% of 

the non-cash transactions. This is because of the availability of many more easy options 

of payment systems. But they are still a vital payment system preferred in many 

transactions. 

b. Electronic Payments 

The advancements in computer and communication technology enabled the introduction 

of electronic payment systems. These electronic systems were cost effective, easy to use 

and fast. These factors enabled them to be very attractive to the customers and hence their 

popularity increased. They account for around 22% of all non-cash transaction in terms of 

volume currently. 

The electronic payment system Electronic Clearing Services (ECS), Electronic Funds 

Transfer (EFT), National Electronic Funds Transfer (NEFT) system, Real Time Gross 

Settlement (RTGS) system and Clearing Corporation of India Limited (CCIL). 

c. Other Payment Systems 

These payment systems are very popular with the public. In terms of volume they 

account for 70% of all non-cash payment in India currently. These are the payment 

system that people use in their everyday life daily for purchasing of goods and services. 

The convenience, ease of use and acceptance among traders have made these payment 

systems an integral part of everyday transactions. These payment systems include pre-

paid payment systems, mobile banking systems, ATMs, Point of Sale (POS) terminals 

and Online transactions.  

3. About Point of Sale 

Point of sale refers to the terminal used to pay for goods and services. It includes both the 

physical use of cards as well the use of cards for online transactions. The number of Point 

of Sale (PoS) terminals in India has been increasing because of the ease of use, customer 

preference. Hence it has become a must have for all merchants. The number of point of 

sale terminals in India currently is around 25 lakhs. 
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Figure 1: The actual number of POS in India year wise 

 

Source: Developed for the study. Data collected from RBI website https://www.rbi.org.in/ 

During October 2016, there were only 15 lakh POS machines in India. But 

demonetization and the initiatives of government like removing all taxes and making the 

import of POS easier resulted in additional 10 lakh machines being installed in the last 5 

months of the financial year. 

The POS machine can be categorized into 3 types 

1. Mobile POS: It requires a smartphone with an internet connection. 

2. Handheld POS: It requires a sum card with data plan. 

3. Fixed line POS: It requires a fixed phone line. 

Figure 2: Types and Features of POS 
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Source: consolidated for the study 



40 Special International Edition, 2018 

For acquiring a POS system, the merchants should approach a bank which offers the 

service. Each bank has some pre-requisite conditions that need to be satisfied by the 

merchant. Most of these conditions are similar for all the banks. 

 The merchant should have an active business. Some banks would require that the 

business is running for a specific number of days or the turnover per month is 

above a specific limit. 

 The merchant should submit Identity proof, Address proof, Business 

establishment proof as part of the Know Your Customer (KYC) compliance. 

 All the merchants who require POS to be installed need to have current account 

with the bank.  

 The merchant can opt for any of the three types of POS. 

 In case of fixed line POS/Public Switched Telephone Network(PSTN) the 

landline connection should be available with the merchant else the merchant 

should opt for the GPRS based POS. 

 The merchant and bank should come to an agreement regarding the Merchant 

Discount Rate (MDR) and settlement period. Usually it is T+1 day. 

 The POS would be installed only after the signing of Merchant Establishment 

Agreement between the bank and the merchant. 

The mobile POS system is offered apart from banks by payment solution companies such 

as mswipe, Paynear, ezetap and others which are currently dominating this space. The 

mPOS can accept payment by both card as well as mobile wallets.  

These companies have tie ups with banks for the as the transaction process can take place 

only through acquiring banks. In this system, the mobile payment application would be 

installed on the mobile which would be linked to the POS. All the transactions are 

recorded online via the application. Hence a smart phone with internet connectivity is 

mandatory. The volume due to aggregation of transaction allow the companies to get a 

better Merchant Discount Rate from the banks. Some companies have tie-ups with many 

banks. This allows them to have more ON-US transactions and thus transaction charges 

are reduced. 

For security, all POS machine should adhere to Payment Card Industry-Data Security 

Standards (DCI-DSS) and Payment Application-Data Security Standards (PA-DSS). 

4. Technology-Enabled Touchpoints 

A look at the numbers on how the technology enabled transactions are growing gives an 

idea of the geometric growth that this segment is going to have. ATMs and PoS devices 

are the most commonly accessed touchpoints as given below in the table no 1. Over the 

years there has been a continuous increase in the number of ATMs and PoS. However, 

given the scale and diversity of India, the acceptance infrastructure is still largely 

underdeveloped with 15 ATMs per 100,000 adults and 1.2 million PoS terminals for an 

estimated 14 million merchants (J. M. Financial 2015). By 2020 around 40% of 
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merchants are expected to have electronic payment acceptance devices. The issuance gap 

that exists in PoS terminals is quite high. This would ultimately lead to acceptance 

problems. One way to tackle this would be to take advantage of the existing infrastructure 

of smartphones and work toward a virtual mobile point of sale (mPoS) solution that 

converts a merchant’s smartphone into a virtual PoS device. 

Table 1: Technology-enabled Touchpoints and Transactions over the Years 

Detail 2013 2014 2015 2016 2017 Growth (%) June 2017 

Infrastructure in (‘000s) 

Onsite ATMs 56 83 89 102 110 97 110 

Offsite ATMs 58 77 92 97 99 69 98 

Online PoS 841 1050 1126 1385 2526 200 2777 

Total touchpoints 968 1226 1308 1585 2737 183 2985 

Credit Cards (Nos in million) 

Outstanding credit cards 19.54 19.18 21.11 24.51 29.84 53 31.48 

Transactions at ATMs 0.23 0.30 0.44 0.61 0.49 117 0.55 

Transactions at PoS 35.62 46.11 56.91 72.22 107.61 202 109.47 

Amounts Rs billion million at 
ATM 

1.49 1.66 2.34 2.80 2.29 53 2.67 

Amounts Rs billion million at 
PoS 

111.22 145.49 178.99 226.94 333.90 200 354.83 

Debit Cards (Nos in million) 

Outstanding debit cards 331.20 394.42 553.45 661.82 854.87 158 793.83 

Transactions at ATMs 482.00 571.50 624.21 731.72 710.11 47 660.91 

Transactions at PoS 45.38 56.98 76.11 112.87 271.17 498 254.66 

Amounts Rs billion million at 
ATM 

1556.41 1796.10 1987.48 2245.82 2259.46 45 2220.86 

Amounts Rs billion million at 
PoS 

66.87 85.77 108.28 134.63 356.99 434 375.24 

Number of ATM txs per card 1.46 1.45 1.13 1.11 0.83  0.83 

Number of PoS Txs per card 0.14 0.14 0.14 0.17 0.32  0.32 

Source: ATM/PoS/Card Statistics, https://rbi.org.in/scripts/ATMView.aspx?atmid=61, accessed 

on August 20, 2017. The ATM statistics are available at the NPCI website at 

http://www.npci.org.in/nfsatm.aspx, accessed on August 20, 2017. 

The below table no 2 shows the indicators for the payments systems according to RBI 

annual report 2016, which clearly indicates the increase in volumes of digital transactions 

both in terms of the channels used for digital transactions and the number of transactions 

as well as the volumes. As the new innovations come into the field, it is possible that 

there is going to be a greater decline in the use of cash and the overall economy would 

move toward cashless. 
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Table 2: Payment System Indicators 

   

   

  

Volume (million) Value (`billion) 

Item 2013–14 2014–15 2015–16 2013–14 2014–15 2015–16 

1 2 3 4 5 6 7 

Systemically Important 

Financial Market 

infrastructures (SIFMIs) 

      

1. RTGS 81.1 92.8 98.37 734,252 754,032 824,578 

Total Financial Markets 

Clearing (2+3+4) 

2.6 3.0 3.1 621,570 672,456 721,094 

2. CBLO 0.2 0.2 0.2 175,262 167,646 178,335 

3. Government Securities 

Clearing 

0.9 1.0 1.0 161,848 179,372 183,502 

4. Forex Clearing  1.5 1.8 1.9 284,460 325,438 359,257 

Total SIFMIs (1 to 4) 83.7 95.7 101.4 1,355,822 1,426,488 1,545,672 

Retail Payments 

 

Total Paper Clearing 

(5+6+7) 

1,257.3 1,195.8 1,096.4 93,316 85,439 81,861 

5. CTS 591.4 964.9 958.4 44,691 66,770 69,889 

6. MICR Clearing 440.1 22.4 0.0 30,943 1,850 0 

7. Non-MICR Clearing 225.9 208.5 138.0 17,682 16,819 11,972 

Total Retail Electronic 

Clearing 

(8+9+10+11+12) 

1,108.3 1,687.4 

 

3,141.6 

 

47,85 65,366 91,408 

8. ECS DR 192.9 226.0 224.8 1,268 1,740 1,652 

9. ECS CR 152.5 115.3 39.0 2,492 2,019 1,059 

10. NEFT 661.0 927.6 1,252.9 43,786 59,804 83,273 

11. Immediate Payment 

Service (IMPS) 

15.4 78.4 220.8 96 582 1,622 

12. National Automated 

Clearing House (NACH) 

86.5 340.2 1,404.1 215 1,221 3,802 

Total Card Payments 

(13+14+15) 

1,261.8 1,737.7 2,707.2 2,575 3,325 4,484 

13. Credit Cards 509.1 615.1 785.7 1,540 1,899 2,407 

14. Debit Cards 619.1 808.1 1,173.5 955 1,213 1,589 

15. Prepaid Payment 

Instruments (PPIs) 

133.6 314.5 748.0 81 212 488 

Total Retail Payments (5 

to 15) 

3,627.4 4,620.9 6,945.2 143,748 154,129 177,752 

Grand Total (1 to 15)  3,711.1 4,716.6 7,046.6 1,499,570 1,580,617 1,723,425 
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1. Real time gross settlement (RTGS) system includes customer and inter-bank 

transactions only. 

2. Settlement of collateralised borrowing and lending obligation (CBLO), government 

securities clearing and forex transactions are through the Clearing Corporation of 

India Ltd. (CCIL). 

3. Consequent to total cheque volume migrating to the cheque truncation system (CTS), 

there is no magnetic ink character recognition (MICR) cheque processing centre 

(CPC) location in the country as of now. 

4. The figures for cards are for transactions at point of sale (POS) terminals only. 

5. The National Automated Clearing House (NACH) system was started by the National 

Payments Corporation of India (NPCI) on December 29, 2012, to facilitate inter-

bank, high volume, electronic transactions which are repetitive and periodic in 

nature. 

6. ECS: Electronic clearing service; DR: Debit; CR: Credit; NEFT: National electronic 

funds transfer. 

7. Figures in the columns might not add up to the total due to rounding off. 

5. Literature Review Synthesis 

According to Thong and Yap (1995)
1
, Chau (1995)

2
 and Ekanem (2005)

3
 the small 

merchants and/or its owner as the decision making authority and determines about the 

Information Technology investment and its strategy. Julien and Raymond (1994)
4
, 

pointed out that technology adoption has eight determinates like sector, complexity, size, 

status, assertiveness, rationality and interaction with organisational strategy.  

Chau (1995)
5
, analysed about the factors which influence in software selection for their 

business. Based upon his research with 122 small businesses, he found that the section 

criteria totally vary between the owners and the managers. Owners focus more on 

technical aspects and managers on non-technical aspects. 

                                                           
1 Thong, J. Y. L. and Yap, C. S. (1995) CEO characteristics, organizational characteristics and information 

technology adoption in small businesses, Omega, 23, 4, 429-442. 
2 Chau, P. Y. K. (1995) Factors used in the selection of packaged software in small businesses: Views of 

owners and managers, Information & Management, 29, 2, 71-78. 
3 Ekanem, I. (2005) 'Bootstrapping': The investment decision-making process in small firms, The British 

Accounting Review, 37, 3, 299-318. 
4 Julien, P.-A. and Raymond, L. (1994) Factors of new technology adoption in the retail sector, 

Entrepreneurship: Theory and Practice, 18, 4, 79-90. 
5 Chau, P. Y. K. (1995) Factors used in the selection of packaged software in small businesses: Views of 

owners and managers, Information & Management, 29, 2, 71-78. 
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Thong and Yap (1995)
6
, developed a model on the adoption process of how small 

merchants differs from the large companies. Based upon the survey conducted among 

166 Singaporean small companies, size of the firm, innovativeness of the CEO, approach 

towards IT adoption and IT Knowledge will help the company to move towards 

digitalization.  

Benbasat and Dexter (1995, analysed about the adoption and impact of the EDI 

(Electronic and Data Interchange in small firms. Three factors were identified which 

include the EDI adoption as perceived benefits, readiness of the firm and pressure from 

the external source. 

Venakkeren and Cavaye (1999)
7
, studied about IT diffusion and adoption models for 

SME’s. They found out the IT adoption factors as owner-manager, firms and ROI. 

The European e-business report 2008
8
, reports about the adoption of PoS based on the 

results he argues that the key players in the organisation whose knowledge, information 

or opinions plays a significant role in adoption of new technology like PoS. 

Visa 2016 (Anon., 2016), the report on 5-year outlook for accelerating digital payments 

in India ardently argued about the cost and how digitalization helps in continuous 

transactions. The report also identified the factors that continue the use of cash in India as 

Not enough emphasis on financial literacy, limitations by the regulators, infrastructure 

cost, gender inequality in the usage of digital payments, large shadow and remittance 

based economy, and a high propensity to save in and use cash. 

The report also suggested strategies to accelerate the use of digital payments gateways 

and pave way towards a “less-cash” economy, like Expand acceptance among merchants 

and consumers, strengthen innovation and shore up financial participation. The report 

also conceptualized the problem between the consumer adoption of digital finance and 

the infrastructure acceptance. While the consumer adoption would come from literacy, 

the acceptance penetration is based on the infrastructure as shown in the Figure No 3. 

 

 

 

                                                           
6 Thong, J. Y. L. and Yap, C. S. (1995) CEO characteristics, organizational characteristics and information 

technology adoption in small businesses, Omega, 23, 4, 429-442. 
7 Van Akkeren, J. K. and Cavaye, A. L. M. (1999) Confusion with diffusion? Unravelling IS diffusion and 

innovation literature with a focus on SMEs, Australasian Journal of Information Systems, 7, 1, 60-67. 
8 European Commission (2008) The European e-business report 2008: The impact of ICT and e-business on 

firms, sectors and the economy, Office for Official Publications of the European Communities, Luxembourg. 
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Figure 3: Readiness for Electronic Payments 
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The ecosystem for digital banking has taken off in good earnest. Reserve Bank of India 

has articulated its vision for digitalization with four important strategies, responsive 

regulation; robust infrastructure; effective supervision and customer centricity
9
. 

Despite their potential and wide availability, PoS technologies are not yet widely used by 

small merchants. To be able to further stimulate the uptake of PoS, it is vital to 

understand how the small merchants value PoS and which elements play a role in the 

decision to adopt this technology. In this research paper, we therefore investigate how 

existing theories can be applied to understand the PoS adoption by the small merchants in 

Chennai.  

6. Objectives of the Study 

Based upon the Literature survey and practice the following research question has been 

framed: 

From the survey among small merchants among 5 categories, which determinants of PoS 

system adoption can be found in practice? 

The objective of this research is to understand the awareness level of the non-cash 

payment systems available at small merchants. In a more specific view our research 

questions can be described as the following: 

                                                           
9 https://rbi.org.in/scripts/NotificationUser.aspx?ID=10958&Mode=0, accessed on September 16, 2017. 
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- Is there a preference among merchants for cash?  

- If so does this preference of the merchant for cash the reason for public 

preference to go for cash transactions?  

- Are there any factors which affects the merchant’s decision to whether install a 

payment system and continue using them?  

7. Why Small Merchants? 

The reason the small merchant’s shops were chosen because they show the penetration of 

the payment system. Any new technology or innovation gets adopted in stages. The new 

technology would be first adopted by the innovators and early adopters. In Indian 

context, this would mean the organized retail segment which accounts for 10-20% of the 

overall retail market. 

These groups would be followed by early majority and late majority. Small merchants 

typically fall into the category of early majority and late majority when it comes to 

adoption of technology. The reason being they do not have the scale or volume to go for 

newer innovations or technologies without any tangible proof of benefit or necessity. 

Hence if a payment system is used by small merchants extensively it shows that the 

system has penetrated successfully. 

The small merchants have been categorized into groups to check if there is a variation 

among them with respect to the objectives of the study. The small merchants have been 

categorized into 

1. Clothing, Textile, Shoes and other such similar shops 

2. Departmental Stores 

3. Hardware, Electrical other such similar shops 

4. Pharmacy 

5. Shops present at shopping malls 

This categorization is done with the aim of understanding the needs of small merchants 

with respect to the type of business. 

8. Results and Discussion  

8.1. Profile of Small Merchants 

Our sample is composed of 221 small merchants, out of which 57.9 percent of the shops 

are located at the main road, 23.5 percent on the side roads and 18.6 percent in the malls. 
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Out of 221 respondents 88 are Textile shops, 49 Departmental Stores, 49 Hardware stores 

and 35 Pharmacies respectively. Around 42.1 percent of the store owners are in the age 

group of 30-40 years, 30.3 percent are around 40-50 years and 17.2 and 10.4 percent of 

the owners are aged around 50-60 and 20-30 respectively (Table no:3).  

Table 3: Profile of Small Merchants 

Location of Shop Frequency Percent 

Main Road 128 57.9 

Side Road 52 23.5 

Mall 41 18.6 

Total 221 100.0 

Type of Shop Frequency Percent 

Textile shops 88 39.8 

Departmental Stores 49 22.2 

Hardware Stores 49 22.2 

Pharmacy 35 15.8 

Total 221 100.0 

Age of Owner Frequency Percent 

20-30 23 10.4 

30-40 93 42.1 

40-50 67 30.3 

50-60 38 17.2 

Total 221 100.0 

8.2. Types of Payment system 

There were three types of payment system currently in use by merchants. They are card 

payments, mwallets and mobile banking. 
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Figure 4: Types of Payment system 

 

Overall there were 215 merchants having card payment system, 76 merchants having 

mwallets and 27 merchants having mobile banking system. 

In percentage terms 97% of all merchants surveyed had card payment option, whereas for 

mwallets and mobile banking the percentage of merchants offering the system was only 

34% and 12.2% respectively. 

8.3. Card usage perception 

The mwallets and mobile banking usage at small merchants was very negligible. Hence 

the adaptability, affordability and sustainability were studied only for card payment 

system. 

Figure 5: Card usage perception 
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The Adaptability of card system can be studied from can be studied from the ease of use, 

support from vendor, ease of learning to use the system and ease of integration. The score 

of these parameters show that the adaptability score of the card system is good. Though 

support from vendor score can be improved. 

The Affordability of the card system can be gauged from commission justified and sales 

improved. The low score in the commission question shows that the merchants feel the 

bank charges too much for the transactions. The increasing sales in value and volume can 

improve the bottom line of the merchants and make the cost of the system affordable. 

According to the merchant’s perception the sales have not drastically improved because 

of the installation of the card system. 

The merchants will continue using the system as it has become an essential part of 

customer’s payment method. Most of the customer now have either a debit card or credit 

card. The issuance of Rupay card to Pradhan Mantri Jan Dhan Yojana accounts holders 

has further increased the presence of cards in India. This is reflected in the high score. 

However, will the public be using the payment using plastic money extensively. The 

preference of merchants and customers as seen from the merchants point of view do not 

paint a positive picture. The low score shows this lack of preference for non-cash 

payment systems. 

8.4. Does the parameters vary among merchants 

Independent samples Kruskal-Wallis test was conducted to check if there are any 

variations in among the parameters with respect to the type of merchants. All the tests 

were conducted at 0.05 significance level. 

Table 4 : Adaptability among Merchants 

 

The POS system 

is easy to use 

There is enough 

support from vendor 

The POS 

system usage is 

easy to teach 

The POS is 

easy to 

integrate with 

Chi-Square 5.423 4.066 1.598 1.797 

Df 3 3 3 3 

Asymp. Sig. .143 .254 .660 .615 

Since the significance level scores were all above 0.05 we can retain the null hypothesis. 

The distribution is same across different types of merchants. All the merchants have a 

similar perception when it comes to adaptability of POS machines. 
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Table 5: Affordability among Merchants 

  The commission payed is justified Sales has improved after installation 

Chi-Square 5.017 27.912 

Df 3 3 

Asymp. Sig. .171 .000 

We can accept the null hypothesis that there is no difference between different types of 

merchants when it comes to perception of commission paid. However, the impact of 

installing POS system on sales shows a difference among different merchant types. 

Table 6: Sustainability among Merchants 

  

I will continue to use 
the system 

The merchant prefers 
card/mobile 

The customer prefers 
card/mobile 

Chi-Square 13.478 10.853 41.468 

df 3.000 3.000 3.000 

Asymp. Sig. 0.004 0.013 0.000 

With respect to sustainability parameters there seems to be differences in the perception 

of the different types of merchants. The null hypothesis of no differences can be rejected 

in all the cases. 

8.5. Does the parameters vary based on the location of the shop 

In the study the major locations were roads and malls. However, malls predominantly had 

cloth shops. Hence comparison was done between cloth shops in roads and malls. All the 

tests were conducted at 0.05 significance level. 

Table 7: Adaptability between shops at malls and road 

  The POS 
system is 

easy to use 

There is enough 
support from 

vendor 

The POS 
system usage is 

easy to teach 

The POS is 
easy to 

integrate with 

Mann-Whitney U 862.000 618.000 846.000 884.000 

Wilcoxon W 2240.000 1996.000 2224.000 2262.000 

Z -0.741 -3.056 -0.964 -0.496 

Asymp. Sig. (2-tailed) 0.459 0.002 0.335 0.620 

All the adaptability parameters are same across malls and roads except the question 

regarding the support from vendor. Only the significance level of support question is 

lesser than 0.05 and hence null hypothesis can be rejected. Shops in malls seem to get 

greater support from the banks. 
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Table 8: Affordability between shops at malls and road 

  The commission payed is 

justified 

Sales has improved after 

installation 

Mann-Whitney U 911.500 733.000 

Wilcoxon W 1577.500 2111.000 

Z -0.221 -1.951 

Asymp. Sig. (2-tailed) 0.825 0.051 

On the face of it both the affordability namely commission and sales improvement seem 

to be same across both shops at malls and roads. However, the significance level of sales 

improved is just at the above the critical point. If the significance level is increased, then 

we would reject the null hypothesis in sales improved parameter also. 

Table 9: Sustainability between shops at malls and road 

  I will continue to 

use the system 

The merchant prefers 

card/mobile 

The customer 

prefers card/mobile 

Mann-Whitney U 722.000 820.500 714.500 

Wilcoxon W 1388.000 1948.500 1344.500 

Z -2.085 -0.021 -1.294 

Asymp. Sig. (2-tailed) 0.037 0.983 0.196 

On sustainability parameters, the distribution of will you continue to use the system 

varies across shops at malls and roads. The preference of merchants and customers as 

seen from merchants point of view is similar. 

To understand these variations in distribution the means of these parameters which 

differed between malls and roads can be compared. This will help us in understanding 

which parameters are scored higher in which location. 

Table 10: Comparison of ranks between the shops in malls and roads 

  Mean Rank Sum of Ranks 

There is enough support from 

vendor 

Clothing at Road 38.38 1996.00 

Clothing at Mall 53.33 1920.00 

Sales has improved after 

installation 

Clothing at Road 40.60 2111.00 

Clothing at Mall 50.14 1805.00 

I will continue to use the system Clothing at Road 48.62 2528.00 

Clothing at Mall 38.56 1388.00 



52 Special International Edition, 2018 

The support from banks and sales seems have a better score at shops at malls. Despite 

this the score related to continue to use the system fares poorly at malls when compared 

to shops at roads. 

8.6. Does non-cash sales varies across types of Shops? 

Oneway ANOVA test was done to compare the percentage of non-cash sales before and 

after demonetization with respect to the type of shop. 

Table 11: Number of transaction before and after demonetisation 

  Sum of 

Squares 

df Mean 

Square 

F Sig. 

% of non-cash 

transactions 

before 

demonitisation 

Between 

Groups 
30745.30 3.00 10248.43 86.10 0.00 

Within 

Groups 
25828.68 217.00 119.03 

  

Total 56573.98 220.00 
   

% of non-cash 

transactions now 

Between 

Groups 
41142.04 3.00 13714.01 91.49 0.00 

Within 

Groups 
32526.96 217.00 149.89 

  

Total 73669.00 220.00 
   

The distribution of percentage of non-cash sales varied between different type of shops 

before demonetization. At the present also the distribution percentage of non-cash sale is 

different at shops. The level of significance is less than 0.05 in both the cases. 

Table 12: Number of transaction before and after demonetisation between different 

types of shop 

    Mean Std. Deviation Std. 

Error 

% of non-cash 

transactions 

before 

demonitisation 

Cloth, Textile and Shoes 40.68 10.62 1.13 

Departmental Stores 20.51 14.08 2.01 

Hardware Stores 11.53 9.14 1.31 

Pharmacy 23.29 8.57 1.45 

% of non-cash 

transactions now 

Cloth, Textile and Shoes 49.94 11.58 1.23 

Departmental Stores 25.92 15.67 2.24 

Hardware Stores 16.43 9.57 1.37 

Pharmacy 30.43 11.72 1.98 
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The means of the different types of shops show that the sales in non-cash forms is 

maximum at Clothing store and minimum at Hardware store.  

8.7. Merchants Perception benefits related to non-cash transactions 

Non-cash transactions will help the customer in getting credit from formal sources as it 

shows the credit worthiness of the merchant. But the awareness among merchants in this 

aspect is not at the desirable level. 

Table 12: Non-cash transactions helps in getting credit 

 

Type of Shop 

Noncash transactions will help 

in getting credit 
 

% of merchants who think non-cash 

transaction will help them in getting 

credit 
Yes No 

Not 

Sure/Blank 

Cloth, Textile 44 16 28 50.0% 

Departmental 

Stores 
11 21 17 22.4% 

Hardware Stores 12 22 15 24.5% 

Pharmacy 15 6 14 42.9% 

Table 13: Types of Loan taken by the small merchants 

Type of Shop 

What type of loan have you taken 
% of Merchants with 

Bank Loans Bank Hand Loan Others 
No 

Loan 

Cloth, Textile 34 16 10 28 38.6% 

Departmental Stores 14 17 0 18 28.6% 

Hardware Stores 13 21 4 11 26.5% 

Pharmacy 12 6 0 17 34.3% 

The category of shop in which percentage of bank loans are more seem to agree that 

having non-cash transactions will help them in getting credit from formal source. 

8.8. Demonetization and Impact on non-cash transactions 

The effect of demonetization on non-cash transactions usage is analyzed by comparing 

the difference in percentage of sales before and after demonetization with the annual 

average increase in non-cash transactions. The annual average increase in non-cash 

transactions was calculated by comparing non-cash transactions of a month with the same 
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month of previous year. The average was calculated from the year 2011 to 2016. The 

value of transaction per unit of POS machine was used for the calculation. 

The average annual increase in value of transactions per POS machine was found to be 

7.8%. A one sample T-test was conducted based on this parameter. 

Table 14: Difference in non-cash transactions before and after demonetisation 

 

Test Value = 7.8 

t df 
Sig. (2-

tailed) 

Mean 

Difference 

95% Confidence 

Interval of the 

Difference 

Lower Upper 

Diff in non-cash 

transactions before and 

after demonetisation 

-1.31 220.00 0.19 -0.70 -1.75 0.35 

The increase in POS transaction has not increased drastically post demonetization. The 

increase in POS transactions is similar to the annual average increase. 

The percentage increase in March 2016 when compared to March 2015 is similar to 

March 2017 when compared with March 2016. 

Table 15: POS transactions from March 2015 to March 2017 

  Number of 

POS (in 

actuals) 

Volume 

(Million) 

Value 

(Rupees 

Billion) 

Volume 

per POS 

Value in 

Rs. per 

POS 

% Change 

in volume 

% Change 

in value 

Mar-17 2528758 377.40 685.86 149.24 271,223.79 11.7% 3.9% 

Mar-16 1385668 185.09 361.57 133.57 260,939.05 13.1% 2.3% 

Mar-15 1126735 133.01 287.27 118.05 254,958.94   

9. Conclusion 

The parameters studied similar in many cases across merchants and different in some 

case across merchants. Almost everybody seems to agree that POS systems are easy to 

use and can be taught to anyone. In some shops, even school drop outs were comfortable 

handling the POS machine. Another universal opinion across merchants was regarding 

the commissions charged. Everybody felt that the banks can reduce the commission and 

that it ate into the already thin margins they operate with. The MDR for credit cards 

usage was comparatively more when compared to debit card usage. But the merchants do 

not distinguish between credit and debit cards.  
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Cash seems to the most preferred mode as it is required for the working capital. 

Merchants pay their suppliers through cash predominately. The use of cheques and net 

banking was used in some cases. Also, most the salaries were paid by cash. Hence the 

preference of merchants for cash. However, the merchants were not very rigid in 

demanding cash for payments. Increasing sales was the primary objective of the 

merchants and not mode of payment. 

Some shops like usually seem to pass on the MDR charges to the customer. However not 

all shops do pass it on the customers. There is a minimum amount below which cards are 

not accepted in some shops. This is just a preference of the merchant. Any amount can be 

paid for using card. The merchants have a minimum amount in some case to sometimes 

stop paying MDR for low value transaction as the margin in those transactions are 

already less. 

Cards seem to be very popular with clothing shops as the value of a single transaction is 

on average always higher than in the value per transaction in a departmental stores, 

pharmacy or hardware stores. The transaction process of mobile wallets and mobile 

banking would be difficult as compared to cash or cards. Hence it would be tough for 

senior citizens and people not comfortable with smart phones.  

Another reason for low usage of mobile wallets and mobile banking in shops is that the 

merchant should be a customer of that mobile wallet or bank and in that respect, it is 

quite rigid. The Unified Payments Interface(UPI) could solve this issue for mobile 

banking payments. The usage of mobile banking for paying in shops was even less than 

that of mobile wallets. People seem to use mobile banking more for banking transaction 

like money transfer and checking balances. 

Mobile wallets are used for online transactions as they offer payback if the transactions 

are done using them. This incentivises people to make use of mobile wallets while paying 

bills or booking movie tickets. The demonetization does not seem to have drastically 

altered card usage at shops. The non-cash transactions can increase drastically only when 

it can be a mode of payment everywhere. 

10. Recommendations  

Banks currently do not distinguish between type, location of shops when fixing MDR 

charges. The MDR charges seem to a major stumbling block for merchants who have low 

monthly usage. Banks can thus fix MDR charges based on the type of merchant, location 

of shops and have a different cut off for different shops. 

SBI has recently announced that it will not charge MDR on debit card usage at merchants 

with an annual turnover of less than 20 lakhs in this financial year to encourage adoption 
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to POS. Similarly, banks can waive the MDR charges on debit cards for a given number 

of days depending on the POS usage by the merchant in the preceding month. 

Currently banks charges MDR on percentage without any upper limit. Fixing of an upper 

limit for debit card transactions like Rs.100 or MDR whichever is lower. Most of the 

recommendations are for debit card usage as credit cards are a special type of card which 

gives credit to the user. Hence the freedom should be present for the banks to fix the 

MDR rates. However, the entire MDR gets transferred to the merchant. The merchant 

needs to be compensated in some way for credit card usage at their shop. 

Awareness should be created among merchants of the benefits they would get from 

having non-cash transactions. Improving credit worthiness and eligibility to receive loan 

from banks is one such benefit which would convince the merchants. The government 

has been encouraging use of a variety of payment system post demonetization. However 

too many systems could confuse the merchants and customers. The focus should just be 

on a couple of systems. Cards are a trusted payment method and everybody is 

comfortable using it. Hence it should be one of the focus points. 
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