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1. INTRODUCTION

This study investigates digital payment adoption within
Bilaspur, Himachal Pradesh’s informal sector, a critical yet
traditionally cash-reliant component of India’s economy that
contributes nearly 45% to GDP and employs over 80% of the
workforce. Historically detached from formal financial systems,
this sector faced a major disruption during the 2016
demonetization, which invalidated 86% of currency in
circulation and triggered an urgent liquidity crisis. This event
forced small vendors, daily wage earners, and retailers to adopt
digital payment platforms such as UPI, Paytm, PhonePe, and
Google Pay as accessible, low-cost alternatives. While initial
adoption was driven by necessity, the shift toward digital
payments has not been uniformly sustained due to persistent
structural barriers. Challenges such as limited digital literacy,
spotty internet connectivity, and restricted smartphone access
remain significant, especially in semi-urban and geographically
constrained areas like Himachal Pradesh. Additionally,
concerns about transaction security and trust in digital platforms
continue to influence user behaviours.

Drawing on primary data from 60 respondents, including
vendors, small retailers, and daily wage earners, this research
offers localised insights into digital payment usage, obstacles,
and perceptions in a region marked by infrastructural and

into informal economic activities in such contexts and to inform
policy interventions that can promote inclusive, sustained
adoption and enhance financial inclusion.

OBJECTIVES OF THE STUDY

1. To examine the extent and patterns of digital payment
adoption among informal sector participants in Himachal
Pradesh post-demonetization.

2. To identify the key determinants, including digital literacy,
infrastructure access, perceived ease of use, and trust, that
influence sustained digital payment usage.

3. To evaluate the implications of digital payment adoption
for financial inclusion and recommend evidence-based
policy interventions to bridge the digital divide.

3. RESEARCH METHODOLOGY

RESEARCH DESIGN

A mixed-method design was employed, combining structured
quantitative surveys with qualitative semi-structured interviews
to capture both statistical trends and contextual nuances.

SAMPLE
Purposive sampling was used to select 60 participants from
urban and semi-urban areas of Bilaspur, Himachal Pradesh,

geographical limitations. The study aims to deepen comprising vendors (38.3%), small retailers (36.7%), daily
understanding of how digital financial systems are integrating wage workers (18.3%), and others (6.7%).
Profile Variable Count| percentage
18-25 38 63.3%
Age 26-35 14 23.3%
36-45 8 13.4%
46 or above 0 0
Gender Female 44 73.3%
Male 16 26.7%
Vendor 23 38.3%
Occupation . Retailer 22 36.7%
Daily wage worker 11 18.3%
other 4 6.7%
0,
Have you ever used a digital platform }:08 573 ??;;Z
Paytm 13 21.7%
Which of the following digital payment methods have you used? UPL 11 18'Z%
(Select all that apply) Google Pay 21 35%
Phone Pay 14 23.3%
Other 1 1.7%
Daily 43 71.7%
0,
Digital payment for your business transaction Oc::)\;:il)(rllzlly 150 186370/?
Never 2 3.3%
Necessity due to demonetization 26 43.3%
What motivated you to start using digital payments Convenience - 21 35%
Pressure from customers or suppliers 9 15%
Government initiatives 4 6.7%
Lack of digital literacy 21 35%
Internet connectivity 13 21%
- - S
Did you face any challenges while adopting digital payments? Unavai{:llagi?itt;?fs :cstlir?:rtphone 180 };02
No issues 6 9.7%
Other 2 4.3%
. .. . . Yes 50 83.3%
Do you feel that using digital payments has made your business more efficient? No 10 16.7%
Very easy 39 64.4%
How easy do you find it to use digital payment platforms? Somewhat easy 16 27.1%
Neutral 3 5.1%
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Somewhat difficult 2 3.4%
Very difficult
Yes, completely 51 85%
Do you trust digital payment platforms to keep your financial transactions secure? Somewhat 7 11.7%
No, not at all 2 3.3%
Yes 51 84.7%
Do you face any cultural or traditional resistance to using digital payments? No 8 13.6%
Not sure 1 1.7%
Better internet infrastructure 32 53.3%
Lower transaction fees 14 23.3%
In your opinion, what would encourage you to use digital payments more frequently? More training on digital platforms 10 16.7%
Increased trust in digital platforms 3 5%
Other 1 1.7%
In your area, do you have access to reliable internet and smartphones for digital Yes, always 48 80%
payments? Sometimes 12 20%
What do you think the government or financial institutions should do to encourage the Provide more digital l}teracy [t 4l 68'32/0
adoption of digital payments in the informal sector? Improve internet infrastructure 16 26.7%
Offer incentives for digital transactions 3 5%

4. DATA COLLECTION AND ANALYSIS

Surveys captured demographics, digital usage patterns,
perceived benefits, motivations, and challenges. Interviews
provided qualitative depth. Quantitative data were analysed
using descriptive statistics, logistic regression, and chi-square
tests; interview data were analysed thematically.

Interpretation

The research reveals a complex picture of digital payment
adoption in the informal sector after the 2016 Indian
demonetization. A large majority (88.3%) have used digital
platforms, with 71.7% engaging daily, indicating that digital
payments have become a routine part of many business
transactions. Popular platforms such as Google Pay, PhonePe,
and Paytm lead usage, highlighting the impact of user-friendly
fintech solutions. While necessity during demonetization
initially drove adoption (43.3%), convenience now strongly
sustains it (35%), reflecting a behavioural shift. However,
challenges remain, notably digital literacy gaps (35%), internet
connectivity problems (21%), and limited smartphone access
(17%), underscoring structural barriers in semi-urban areas.
Although most respondents find digital payments efficient
(83.3%) and fairly easy to use (over 90%), a significant 84.7%
still face cultural or traditional resistance, showing the influence
of social norms. Trust is relatively high (85%), yet there is a
clear call for improved infrastructure (53.3%) and expanded
digital literacy programs (68.3%) to boost adoption. Overall,
while digital payments have gained strong traction, their
sustained growth in the informal sector depends on addressing
infrastructural, educational, and socio-cultural challenges.

5. FINDING AND CONCLUSION

The findings of this study indicate that the adoption of digital
payments in the informal sector of Bilaspur, Himachal Pradesh,
was initially accelerated by the compulsions of demonetization,
but has gradually transformed into a widely accepted and
beneficial practice. A large proportion of respondents reported
using digital platforms, with most engaging in daily
transactions, reflecting a strong integration of these tools into
routine business activities. Users largely perceive digital
payments as efficient, convenient, and easy to use, and a high
level of trust in platform security further supports continued

usage. At the same time, the data highlights important
challenges that limit deeper and more sustained adoption,
including gaps in digital literacy, inconsistent internet
connectivity, and limited access to smartphones. Cultural and
traditional resistance also persists as a notable barrier despite
overall positive attitudes. The results suggest that while digital
payments have made meaningful progress in promoting
financial inclusion and improving business efficiency in the
informal sector, long-term sustainability will depend on focused
policy efforts. Strengthening digital infrastructure, expanding
digital literacy initiatives, reducing transaction costs, and
building greater trust through awareness and support systems
will be essential to ensure that the benefits of digitalisation
reach all segments of the informal economy.
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