~ Y International Journal for Multidisciplinary Research (IJFMR)

IJFMR E-ISSN: 2582-2160 e Website: www.ijfmr.com e Email: editor@ijfmr.com

The Impact of Digital Payments on Small Coffee
Business in India

Nagabhushan P Gaonkar!, Dr. Vinod Krishna M U?

L2Department of Management Studies, Dayananda Sagar College of Engineering, Bangalore, India

Abstract

India's coffee industry has experienced notable growth, fuelled by rising demand for specialty coffee and
a thriving start-up culture. However, small coffee businesses continue to face challenges such as fierce
competition, limited resources, and reliance on a cash-driven economy. This study examines the impact
of digital payments on these small enterprises, focusing on key aspects like convenience, security, speed,
data-driven insights, and reduced costs associated with cash handling.

Utilizing a mixed-methods approach, the research integrates both quantitative and qualitative analyses.
Primary data is gathered through structured surveys from 200-300 small coffee business owners and
customers, complemented by in-depth interviews with 10-15 coffee shop owners. Additionally,
secondary data from industry reports and case studies enriches the analysis. Statistical tools, including
descriptive and inferential statistics, correlation analysis, and factor analysis, are employed for
quantitative data, while thematic analysis interprets qualitative insights.

The study reveals that digital payments significantly improve operational efficiency, enhance customer
satisfaction, and boost revenue for small coffee businesses. Nonetheless, challenges such as digital
literacy gaps, cyber security concerns, and infrastructural limitations remain. The findings recommend
that small coffee businesses can optimize the benefits of digital payments by investing in digital literacy,
addressing security issues, and leveraging data insights for informed decision-making.

Keywords: Digital Payments, Small Coffee Businesses, Digital Adoption, Payment Systems, Customer
Behaviour, Digital Literacy.

Introduction

The coffee industry in India has experienced a significant transformation over the past decade, driven by
a growing preference for specialty coffee and a vibrant start-up ecosystem. Small coffee businesses,
including local cafés and boutique coffee shops, play a crucial role in this dynamic sector. However,
these businesses face unique challenges that impact their growth and operational efficiency. Among
these challenges are intense competition, limited access to resources and infrastructure, and a
predominantly cash-based economy.

There has been a notable shift towards digital payments in India, propelled by technological
advancements, government initiatives like Digital India, and the increasing penetration of smartphones
and internet connectivity. This shift has revolutionized various sectors, including retail and hospitality,
by offering new avenues for operational efficiency and customer engagement. For small coffee
businesses, the adoption of digital payment systems such as Unified Payments Interface (UPI), mobile
wallets, and contactless cards presents both opportunities and challenges.
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This study aims to explore the impact of digital payments on small coffee businesses in India by
examining how these payment systems influence business operations, customer behaviour, and revenue
growth. It seeks to understand the adoption and usage of digital payments, analyse the associated
benefits and challenges, and identify factors that drive or hinder their implementation. By providing
insights into the effects of digital payments on small coffee businesses, the study aims to offer actionable
recommendations to help these businesses maximize the advantages of digital transactions and navigate
the complexities of this evolving landscape.

Literature Review

Managuelod, Mark & Salacup, Deive & Jr, Josebenny & Salvador, Marc & Ines, Medilyn &
Macailao, Manuelito. (2023). The COVID-19 pandemic has had a significant impact on micro business
ventures in Cauayan City, Isabela, Philippines due to their limited resources and vulnerability to external
shocks. Electronic payment platforms have revolutionized the local coffee shops scene, leading to
increased digital transactions and economic benefits for the city.

Jangjarat, K., & Jewjinda, C. (2023) The COVID-19 outbreak posed a significant economic threat to
small and medium enterprises (SMEs). Despite its negative impact on the economy and SMEs, the
pandemic also presented opportunities for reform to help the economy recover quickly. Moreover, the
pandemic accelerated digitalization, which brought fundamental changes in competitiveness drivers,
such as business models, business processes, and required skills and competencies for employability
(Shafi et al., 2020; Ssenyonga, 2021).

Kalyani, P. (2016).Cause and effect is a relationship between events or things, where one is the result of
the other or others. This is a combination of action and reaction. It can be also said for the
demonetization too, demonetization is the effect which is being seen in the Indian economy and market
with people.

Methods And Materials

Research Gap

While larger studies have been conducted on the adoption of digital payments across various sectors, the
specific challenges and opportunities for small-scale enterprises like local cafés remain under-
researched. The existing literature predominantly focuses on the adoption of digital payments in retail, e-
commerce, and large businesses but often overlooks the nuances of small businesses that operate in
informal or semi-formal settings.

Data - Collection

This study uses a mixed-method approach to gather comprehensive data on the impact of digital
payments on small coffee businesses in India. The data collection is divided into two primary methods:
quantitative and qualitative, allowing for a well-rounded analysis of both numerical trends and in-depth
personal experiences.

Research Methodology

The research methodology outlines the approach used to investigate the impact of digital payments on
small coffee businesses in India. This study employs a combination of qualitative and quantitative
research methods to provide a comprehensive understanding of how digital payments influence business
performance, customer satisfaction, and purchasing behaviour.
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Objectives of the study:

e Investigate the adoption and usage of digital payments among small coffee businesses in India.

e Analyse the benefits and challenges of digital payments for small coffee businesses.

e Examine the impact of digital payments on business operations, customer behavior, and revenue
growth.

e Identify the factors that influence the adoption and usage of digital payments among small coffee
businesses.

e Provide recommendations for small coffee businesses to maximize the benefits of digital payments
and minimize the challenges.

Data Analysis and Results

Introduction: Digital payments

Digital payments refer to transactions made electronically instead of using physical cash or checks. They
include methods such as mobile payments, e-wallets, Unified Payments Interface (UPI), credit and debit
cards, and bank transfers. These payment systems have revolutionized financial transactions by offering
enhanced convenience, security, and speed.

Benefits:

e Convenience: Enables quick and easy transactions from anywhere.

Security: Utilizes advanced encryption to protect sensitive information.

Speed: Processes transactions instantly, improving cash flow.

Data Insights: Provides valuable data for better business decisions.
e Reduced Cash Handling Costs: Minimizes costs associated with managing physical cash.
Challenges:

Digital Divide: Unequal access to technology in different regions.

Cyber security Risks: Vulnerability to data breaches and fraud.

Technological Constraints: Requires infrastructure that may not be available everywhere.

e Regulatory Compliance: Must adhere to financial and data protection regulations.

The digital payments landscape continues to evolve with technological advancements, influencing how
transactions are conducted and contributing to the growth of the digital economy.

Education: Impact of digital payments

Digital Payments

S

AEPS UPI Mobile Wallet

Banking Cards

Banks Pre-paid Cards Point of Sale Internet Banking Mobile Banking Micro ATMs
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Impact of Digital Payments

1. Enhanced Convenience

e For Consumers: Digital payments provide a fast, easy, and accessible way to complete transactions
from virtually anywhere, reducing the need for physical cash and streamlining the payment process.
For Businesses: Streamlines payment processes, reduces transaction times, and minimizes the need
for cash handling and manual reconciliation.

. Increased Security
Fraud Prevention: Digital payments often include security features like encryption and

N

authentication, which help protect against fraud and unauthorized access.
Reduced Cash Theft: By minimizing cash handling, businesses lower the risk of theft and losses
associated with physical cash.

. Operational Efficiency
Faster Transactions: Digital payments speed up the transaction process, improving customer
service and allowing for quicker financial settlements.
Automated Record-Keeping: Transactions are automatically recorded, simplifying financial
tracking, reconciliation, and reporting.

. Improved Financial Management

w

N

Data Insights: Businesses gain access to detailed transaction data, which can be used to analyse
customer behaviour, monitor sales trends, and make informed financial decisions.
Better Cash Flow: Instant payment processing improves cash flow and financial liquidity,
enhancing overall business stability.

. Expanded Market Reach
Access to New Customer Segments: Digital payment options attract tech-savvy customers and
facilitate cross-border transactions, expanding market reach.

e E-commerce Integration: Enables small businesses to participate in the growing e-commerce

9]

market, reaching customers beyond their physical locations.

. Increased Financial Inclusion
Access to Banking Services: Digital payments provide a gateway to financial services for
individuals in underserved or remote areas, promoting greater financial inclusion.
Micro transactions: Facilitates small transactions and financial interactions that may not be feasible
with cash.

7. Economic Growth

Boost to the Digital Economy: The proliferation of digital payments supports the growth of the

=)

digital economy by encouraging innovation, entrepreneurship, and new business models.
Government Revenue: Increased transparency in transactions helps in tax collection and reduces
the informal economy.
. Challenges and Considerations
» Digital Divide: Not all regions or populations have equal access to digital payment technologies or
reliable internet connectivity.
e Cyber security Risks: Digital payments can be vulnerable to cyber-attacks and data breaches,

@0

necessitating robust security measures.
e Regulatory Compliance: Businesses must navigate complex regulatory environments to ensure
compliance with data protection and financial regulations.

IJFMR240528015 Volume 6, Issue 5, September-October 2024 4



https://www.ijfmr.com/

i International Journal for Multidisciplinary Research (IJFMR)

IJFMR E-ISSN: 2582-2160 e Website: www.ijfmr.com e Email: editor@ijfmr.com

In summary, digital payments have a profound impact on both consumers and businesses, offering
increased convenience, security, and operational efficiency while expanding market reach and promoting
financial inclusion. However, they also present challenges that must be addressed to fully leverage their
benefits and ensure a secure and inclusive digital payment ecosystem.
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https://www.nic.in/blogs/digital-payments-driving-the-growth-of-digital-economy/

S.No. Payment Modes

1. | AEPS
2. | BHIM Aadhaar
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4, Closed Loop Wallet
D Credit Card

6. Debit Card
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, Internet Banking
! Mobile Banking
10. | NACH
11. | NEFT
12. | NETC
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14. | PPI
15. RTGS
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Digital Payments Growth Journey : India : From
3% in 2005 to 58% in 2025
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https://www.businessprocessincubator.com/content/india-digital-payments-2020-launching-the-first-
adoption-index-time-is-now/

The image illustrates the Digital Payments Growth Journey in India from 2005 to a projected figure in
2025. It shows the shift in payment methods over time, with a significant rise in the use of digital
payments, a decline in cash, and minimal changes in other paper-based transactions.

Here’s a breakdown of the chart:

2005:

Digital payments: 3%

Cash: 92%

Other paper-based payments: 5%

The payment ecosystem was highly dominated by cash.

2010:

Digital payments: 8%

Cash: 89%

Other paper-based payments: 3%

A slight rise in digital payments, but cash was still the dominant method.

2015:

Digital payments: 20%

Cash: 78%

Other paper-based payments: 2%

A significant increase in digital payments, showing the early stages of a shift.
2020:

Digital payments: 39%

Cash: 60%

Other paper-based payments: 1%

Digital payments nearly doubled compared to 2015, while cash usage decreased.
2025 (Projection):

Digital payments: 58%

Cash: 41%
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Other paper-based payments: 1%

By 2025, digital payments are projected to surpass cash transactions significantly, making digital the
most preferred payment method in India.

This chart highlights the rapid growth of digital payments in India, driven by advancements in
technology, government initiatives, and a shift in consumer behavior toward more convenient, cashless
payment options.

Conclusion

Digital payments have significantly reshaped financial transactions, bringing notable advantages to both
consumers and small coffee businesses in India. The transition from cash-based to digital transactions
offers various benefits, including greater convenience and improved security, which help small coffee
businesses streamline their operations.

However, adopting digital payments is not without its challenges. Small coffee businesses often
encounter hurdles like inadequate technological infrastructure, concerns about cyber security, and
differing levels of digital literacy.

The study emphasizes that while digital payments present considerable opportunities for growth and
efficiency, on-going support and education are essential for widespread adoption. By investing in
technology, strengthening cyber security, and offering training to staff and customers, small coffee
businesses can better overcome these challenges.

In summary, digital payments are a transformative force in the financial landscape, enhancing
operational efficiency, boosting customer satisfaction, and driving broader economic growth.

Implications and Future Scope of Study

Implications:

1. Business Operations and Efficiency:

e Operational Streamlining: Digital payments can greatly improve business efficiency by reducing
transaction times and automating financial record-keeping. This enhances customer service and leads
to more accurate financial management.

e Cost Savings: By decreasing cash handling and associated operational costs, businesses can allocate
resources more efficiently and lower overhead expenses.

2. Customer Experience and Satisfaction:

e Increased Engagement: Offering a variety of payment options can help attract a wider customer base
and boost overall customer engagement.

3. Financial Performance:

e Revenue Growth: Digital payments can drive sales growth by enabling faster transactions and
expanding market reach, including opportunities in e-commerce.

e Improved Cash Flow: Quicker payment processing and better financial tracking can lead to more
effective cash flow management and improved financial stability.

4. Security and Risk Management:

e (Cyber security Measures: Businesses need to invest in strong cyber security solutions to safeguard
sensitive payment data and ensure compliance with regulatory standards.

5. Policy and Support:

e Regulatory Compliance: It is essential for businesses to understand and adhere to financial regulation
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related to digital payments to ensure legal compliance and effective operations.
e Support for Digital Adoption: The study highlights the importance of targeted training and support
programs to help small businesses adopt digital payment systems effectively.

Future Scope of Study:

1. Broader Industry Analysis: Sector-Specific Studies: Further research could explore the impact of
digital payments across different sectors, such as retail, hospitality, and services, to identify sector-
specific challenges and opportunities.

2. Geographic Expansion: Regional Studies: Future studies could examine the adoption and impact of
digital payments in various regions of India, including rural and semi-urban areas, to understand
regional differences and address disparities.

3. Technological Advancements: Emerging Technologies: Research could investigate the effects of
emerging technologies, such as block chain and artificial intelligence, on digital payment systems
and their implications for small businesses.

4. Customer Behaviour Insights: Consumer Preferences: Further studies could delve into customer
preferences and behaviours related to digital payments, including factors influencing adoption and
satisfaction.

5. Longitudinal Analysis: Impact Over Time: Long-term studies could assess the sustained impact of
digital payments on small businesses, examining trends and changes in business performance and
customer behaviour over time.

6. Policy and Regulation: Policy Effectiveness: Research could evaluate the effectiveness of
government policies and initiatives aimed at promoting digital payments and providing support to
small businesses.
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