
32 FOCUSWTO.IB • October-December (Vol. 22 No. 4)

ARTICLES

** Assistant Professor, Finance &
Data Analytics at Learnxt (SRM
Group).

Introduction

THE term demonetization has
become a household name

since the government pulled the
old ` 500 and ` 1,000 notes out of
circulation. Demonetization means
“ending something that is no
longer the legal tender of a
country”, thus, demonetization is
the act of stripping a currency unit
of its status as legal tender.

On 8 November, Prime
Minister Shri Narendra Modi has
announced that i.e. from 9
November 2016, old notes of
denomination of ` 500 and ` 1,000
will not be in use. The decision to
demonetize the high value notes of
` 500 and ` 1,000 which forms 86
per cent of the total money
circulation in the Indian market

created the shortage of cash and lot
of angina to the citizens of India.

It erating from the above
efforts were made first to control
the black money in the economy
and second is to increase
e-transactions and moving towards
a cash free economy. The non-
availability of liquid cash for 50
days changed the consumption
pattern of Indian consumer and
people have transform to online
payment platforms such as
e-wallets, other app-based
transactions and net banking. At
the same time, card swapping
which includes debit card and
credit card, has also increased.
After, the announcement of note
ban, the online monetary
transactions have sky-rocketed by
250 per cent compared to prior time
period. This consistent augmen-
tation in the transactions shows us
the scope for e-banking in India.

Thus liquidity crunch has boosted
the concept of wire economy which
led people to turn into options such
as debit cards, credit cards,
immediate payment service (IMPS)
and mobile wallets. Digital
transactions have gone up 3 to 4
times in volume and its value
across various platforms within a
year. Card transactions at point of
sale terminals at merchant
locations have bolstered, reflected
a positive sign for the economy as
more people started using their
debit cards for payments rather
than for withdrawing cash at
ATMs. In the present scenario, the
following options are available for
making payments in the Indian
market:

(1) Banking Channels with brick
and mortar layouts.

(2) ATM / Cash points.
(3) Internet Banking.
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(4) Debit-credit Cards.
(5) Mobile Banking.
(6) Various Wallets.
(7) Various transactions Apps like

PAYTM, Mobikwik, etc.
(8) Point of sales machines.

In addition to the above, the
government has also taken efforts to
engage customers through
smartphone-based transactions like
the Unified Payments Interface (UPI)
and the Bharat Interface for Money
(BHIM). Both the schemes use the
Immediate Payment Service (IMPS)
network of the National Payments
Corporation of India. IMPS has seen
a 160 per cent jump with 67 million
transactions in March against 26
million a year earlier.

The study tries to eliminate the
doubt, whether demonetization
really take a toll on the day to day
transaction of the common
consumers or in other words, this
study wants to explore whether this
demonetization has been effective
post utilization. If implemented, then
to what degree and what possible
factors influencing the same. This
study is divided into sections.
Section one comprises the
introduction to our study and its
importance, followed by section two
i.e., review of   literature, which
comprises the back ground of digital
payment platforms, their usage and
observations from past author’s
works. Section three, involves the
research methodology, which states
the sampling procedures, data
winsorizing and procedures
adopted to meet the research
problems. Section four, highlights
the results from the author’s analysis
and followed by discussion. Lastly,
the study was highlighting its
contribution towards the theory,

towards   the  industry and society;
it also  covers the challenges faced
during the study as well.

Review of Literature
Many authors have tried to

show the impact of the digital
payments and their impact on
certain sectors. However, limited
studies were made in the Indian
context. Hence, an effort has been
made by the authors to show the
relevant studies done in the past in
the field of digital payments and the
factors affecting the use of digital
payment systems. With the inception
of information and communication
Technology (ICT), the lives and
operations of individuals and
organizations had undergone
metamorphosis drastically. ICT and
digital technologies had contributed
vastly in various fields especially in
the area of finance, economics and
operations (Slozko and Pello, 2015)
and augmented organizational
performance (Ali, 2010). The age of
ICT and digital innovation has come
with a vibrant shift in the global
company setting, with company
operations moving from cash based
to electronic based operations
(Mohamad, Haroon, and Najiran,
2009). The internet’s worldwide
proliferation and fast use over the
years had greatly led to enabling
electronic commerce in the
worldwide company setting
(Fernandes, 2013). Changing
customer behaviour, needs and
preferences has also resulted to
digital payment being adopted. In
the Indian context though there is not
much literature accessible. However,
an epitomized version of the
previous research is therefore
enumerated. The e-payment
schemes are significant mechanisms

used by individuals and
organizations as a secure and
convenient manner to make
payments over the internet and the
same moment as a portal to
advancing technology in the world
economy (Slozko and Pello, 2015).

In addition, the e-payments
scheme tends to introduce many
electronic payment methods
through which financial institutions
provide their clients with various e-
payment possibilities and services
such as credit cards, debit cards,
online banking and mobile banking
(Premchand and Choudhry, 2015).

Peter and Babatunde (2012)
regarded the e-payment scheme as
any type of fund internet transfer of
funds. Similarly, according to Adeoti
and Osotimehin (2012), the electronic
payment system refers to an
electronic means of paying online or
in supermarkets and shopping malls
for products and services procured.
Another definition indicates that e-
payment schemes are payments
produced through electronic means
in the context of electronic commerce
in the form of money exchange (Kaur
and Pathak, 2015).

As a consequence, in today’s
company ecosystem, the
implementation of e-payment
technology is growing (Balogun,
2012) and government sector
institutions (Kaliannan and
Awang, 2010; Hussein, Mohamed,
Ahlan and Mahmud, 2010; Gil-
Garcia and Luna-Reyes, 2003).
Despite all these privileges
correlated with e-payment,
however, appropriate ICT know-
how among customers and fear of
safety breaches stays as one of the
major issues (Khairun and Yasmin,
2010).
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Again to iterate further,
attributed to their integral role in
contemporary electronic commerce,
electronic payment systems (EPS)
had already drawn much attention
from researchers and architects of
information systems. Abrazhevich
(2004) lists e-payment as a type of
economic participation involving the
acquirer and seller facilitated via the
use of electronic communications.
Briggs and Brooks (2011) also
observes e-payment as a method of
interconnections between entities
and participants assisted by banks
and inter-switch houses that permit
for electronic currency exchange.
Shon and Swatman (1998) described
e-payment as an electronic
communications medium exchange
of funds.

Types of e-payment

In general, there are several
e-payment services designed
globally within the payment system.
These include e-cash, loan cards, and
e-funds transfers (Ken and Will,
2003). According to Hsiao-Cheng,
Kuo-Hua and Pei-Jen (2002), there
are four major categories of
electronic payment systems: online
credit card, debit card payment,
electronic cash, electronic cheques
and small payments.

Credit Cards

A credit card is a 3-1/8-inch
piece of plastic in size with
information which could facilitate
you to buy and pay for them later.
(Kaur, K., 2015).

Debit Cards

Debit card is a payment and
ATM card. A person must open a
debit card account with his or her
ID number with the issuing bank,

and enter his or her pin number on
the pin-pad when he or she makes
the order.When the card pass
through the electronic terminal, the
bank cards are tuned to acquire
either master card or visa card
verifying the pin. The issuing bank
would then find out if the
transaction should be granted by or
refused, so it is impracticable to
exceed the cost of the customer
because the system refuses any
transaction that exceeds the
balance on the bank’s account
(Kaur M., 2012; Joseph P.T. and S.J.,
2008; Kumaga D., 2010).

Adoption of e-payment

Most of these research studies
have focused on the e-payment
system user permissibility except for
Ansi et al. (2014), which investigates
its efficiency. Nzaro (2014) and Kavu
(2013) have also reviewed the role of
e-mail payments in corporate
organizations and small and
medium-sized enterprises.

This illustrates evidently that the
e-payment scheme is a emerging
problem that needs to be studied
widely in developing nations. So,
further study is needed to evaluate
how e-payment services can benefit
customers in transactions and other
payment services using the e-
payment platform in regulatory,
commercial entities and other
stakeholders. Further studies could
also explore payment cultures as
well as the traits of demographics
and lifestyle, consumer readiness to
use electronic banking and POS in
payment processing (Dahlberg, T.A.
et al., 2007).

Other similar studies were
carried in Asian countries by Ming-
Yen Teoh, Choy Chong, and Wei
Chua, (2013), Harris, Guru, and

Avvari (2011), Muhayiddin, Ahmed,
and Ismail, (2011), Bin Muhayiddin,
Elsadiq and Ismail, (2011); Bin
Muhayiddin, Elsadiq, and Yeow,
(2011), Bapat, (2012), Roy and Sinha,
(2014), Dehbini, Birjandi, and
Birjandi, (2015), Dhevika, and
Latasri, (2011), Cheraghi, Nazari and
Mahmoodi (2015), Tani, (2015),
Huang, and Chen, (2011), Kim, Tao,
Shin, and Kim 2010; Lin and Nguyen,
(2011), Chavosh, Halimi, and
Espahbodi, (2011), Hsieh, Yang,
Yang, and Yang (2013), Jeon and Ha,
(2010), Zahari, Ariffin, Noriza, and
Zamin (2014) and Chin, and Ahmad,
(2015). In parallel to the progress
nations in Africa, all studies in the
above countries centered more on
the client’s perception of digital
payment systems platforms and the
satisfaction of users with
e-payment systems services. These
include (2014) and (2011) Roy and
Sinha (2013) Muhayiddin and many
others affecting the customer
embrace of the electronic payment
regime among bank clients in India.
This displays that in Asian nations,
e-paid payment systems are
frequently adopted and much more
used than in Middle East and
African countries. The World
Payment Report 2014 also confirms
this claim as it states that Asian
countries have 33.9 per cent as
contrasted to Central Europe, the
Africa and the Middle East with 23.8
per cent (World Payment Report,
2014). In latest millennia, the
adoption and the parameters
manipulating new systems have
been proposed, and in the field of
technology acceptance several
models have also been
recommended. The profound idea
behind all (Venkatesh et al. (2003)
models of technological
acknowledgement. Fishbein and
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Ajzen (1975) implied the idea of
moral action to affect actions of users
by adoption of new practices. The
theory of insightful participation on
behaviour is only supervised by
behavioral intent; this theory is,
therefore, confined to voluntary
actions. The first and most prevalent
innovation-acceptance theory was
published by Davis (1989) in 1983.
The theory is termed as model
acceptability of technology. This model
has been commonly used in the last
2 decades to define technological
implementation. The most
significant factors of behavioural
intent in using technology are
perceived effectiveness and ease of
use in this model. The considerations
shaping the adoption of digital
payment users are: usefulness, ease
of use, convenience, fun, electrical
banking data, safety, confidentiality
and internet link quality (Baniasadi
et al., 2009). Results have proved a
positive impact on all six elements
concerning e-bank customers’
recognition. The most important
aspects of e-banking usage are: first,
safety and confidentiality of the
customer (4.21), from Parsian bank’s
outlook, data is on e-bank (3.86), the
third factor is effective and lucrative
(3.37), the fourth one, the fifth one is
on the connectivity (2.3) and the sixth
one is satisfactory (3.05). In this paper
the study examines the factors
affecting the demonetization in the
pre- and post-implementation phase
in the Indian context. Earlier
literature provides an insight on the
traditional and modern avenues of
digital payments but no studies were
conducted for studying the impact
of demonetization in India and the
factors affecting such change. It also
gives a scope for further exploring
the other latent variables and
independent variables which affects

digital payment processes and
different relationships can also be
established on the same.

Problem Statement
To identify the factors affecting

the digitalization process in the
pre- and post-implementation
phases of demonetization.

To understand the relationship
of these factors affecting the digital
payment usage during the
demonetization phase.

Methodology
(a) Research Design

The study is mostly exploratory,
descriptive and content study as
well. The reason being no such study
have been conducted to explore that
whether the demography is satisfied
with the implementation of the
digital payment systems
incorporated in the economy.
Descriptive statistics and frequency
of the data will tell us about the
nature of the usage of the cash and
cash equivalent products in the
Delhi/NCR region. Other measures
like variance and standard deviation
will describe the variations in the
data in the pre- and post-
demonetization period. The content
study is conducted in the study to
analyze the results of the studies
conducted in other countries or other
environmental conditions.

(b) Sample Design

Simple random sampling
procedure was adopted for the
study. The rationale behind the
selection of simple random
sampling was to eliminate the
biases from the study. The sample
study will comprise of 161
observations; 10 respondents are

interviewed for each sub-item
included in the study.
Approximately 250 questionnaires
are circulated among various
group of respondents which
includes (50) students, (50) faculty
members, (50) individuals, (50)
businessmen and (50)
professionals. Even in order to
avoid biases effort was also made
to have a fair sample between
males and females i.e., a proportion
of 1:1 was made for the study.

(c) Data and Data Collection

The data used in the study
contains both primary and
secondary data. Primary data is
used in the study. Whereas,
secondary data is used for the
selection of variables and extensive
literature survey was made for the
same. Some focused group
interviews are also taken to explore
more variables which can be
included in the study.

(d) Reliability of the Data

The reliability of the sample of
161 respondents was confirmed
through Cronbach’s Alpha.
Generally, Cronbach’s Alpha value
of more than 0.70 is considered to
be statistically acceptable.
However, previous literature has
proved that any value greater than
0.90 is considered to be excellent.
In our study the Cronbach’s Alpha
turns out to be 0.927 (Table 1).
Hence, the data set is considered
to be reliable.

TABLE 1

RELIABILITY STATISTICS

Cronbach’s Alpha N of Items

0.927 15

Source: Author’s own work.
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with the help of PCA using the
varimax rotation. The KMO
measure was 0.93 and the
Bartlett’s test of sphericity was
also significant. The appro-
priate number of factors were
derived from parallel analysis
and through visuali-zation
using scree plot. The four
factors were derived from the
statements described in Table 2
retrieved from expert opinion
and then transformed into a
questionnaire. The data was
collected through Google
Forms and was circulated
among the sampling frame
described above.

(iv) The next step was to conduct
CFA in R using the lavaan
package. As a confirmatory
factor analysis (CFA) the
confirmation was done
according to the procedure
suggested by Hair et al. (2013).

Results and Discussion
After conducting the principal

component analysis four latent
factors were explore viz.,
convenience facilities (CF);
technological and non-technological
barriers (TNTB); promotional offers
(PROMO) and payment facilities
(PF). The relationship between the
factors and digital payments usage
is shown in Figure 1. The factor
loadings (FL), mean (M) and
standard deviations (SD) and
correlation matrix of all the items
were highlighted in Table 2. All
factor loadings were statistically
significant.

Internal Consistency Reliability
(CR)

Larger values of Cronbach
Alpha generally indicate

significant levels of reliability.
However, it generates lesser values
than composite reliability. In our
study, both CF, TNTB, PROMO
and PF; all have a Cronbach Alpha
value of 0.87, 0.85, 0.86 and 0.71
respectively (Table 3). If, the
Cronbach alpha value lies between
0.60 and 0.70 are acceptable in
exploratory research. Similarly,
scores ranging between 0.70 and
0.90 are considered as satisfactory
to good (Diamantopoulos et al.,
2012; Drolet and Morrison, 2001).

Convergent Validity

As guidelines prescribed by
Hair et al. (2019) convergent
validity of the constructs taken in
the study highlights that the
composite reliability (CR) of the
constructs is greater than its
average variance extracted (AVE)
and AVE is either equal or greater
than 0.50 (Table 3) for the model.

Discriminant Validity

From a parsimonious approach
discriminate validity implies that to
which a construct is genuinely
distinct from another construct (Hair
et al., 2013). To confirm the
discriminate validity, researchers
comparing the maximum shared
variance (MSV), average shared
variance (ASV) with average
variance extracted (AVE). As
prescribed, discriminate validity
exists when the values of MSV and
ASV are smaller than the values of
AVE (Hair et al., 2013) (Table 3).

Multicollinearity

In our study all VIF values were
between 1 and 3.5. Hence,
multicollinearity was not an issue in
our analysis. VIF values above 5 are
indicative of probable collinearity

(e) Statistical Tools used in the
Study

(i) To check the reliability of the
data we have used Cronbach’s
Alpha as described above.

(ii) To study the relationship
between the various demogra-
phic variables we have used
descriptive statistics for the
same. Whereas, to test the
normality of the data we also
analyzed the descriptive statistics
results especially the skewness
and kurtosis of the distribution
i.e., whether, if responses
between two periods are same
or different.

(iii) To explore the various factors
influencing the attitude of
consumers in using digital
payment systems principal
component analysis using
maximum likelihood criterion
have been performed in R using
the package ‘psych’. For every
item we studied in the research,
a ratio of 10:1 was taken based
on the most recent previous
studies. It is broadly proposed
that there must be at least a 10:1
contribution of participants to
variables and that factors
should be stable and moved on
with a 30:1 ratio (Yong, A.G.
and Pearce, S. 2013). The
recommendation for the
sample size appropriateness
can be evaluated on the
following scale, as per Comfrey
and Lee (2002): 50 – very poor,
100 – poor, 200 – fair; 300 – good;
500 – very good; 1000 or more –
excellent. We had a sample of
162 respondents in our situation
due to shortage of time. Four
factors were extracted which
were above the eigenvalue of 1,
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issues among the predictor
constructs, but collinearity
problems can also occur at lower
VIF values of 3-5 (Mason and

FIGURE 1
STRUCTURAL EQUATION MODEL

TABLE 3
RELIABILITY AND VALIDITY MEASURES

Constructs CR AVE B’

CF 0.87 0.53 0.57 ***

TNTB 0.85 0.50 -0.02

PROMO 0.86 0.60 0.20

PF 0.71 0.51 -0.83 ***
Dependent Variable = DPUSE; Independent variables: CF, TNTB, PROMO
and PF; CR= Composite reliability; AVE= Average Variance Extracted= AVE,
HTMT and B’= Standardized beta coefficient.

Significance level codes: ‘***’= 0.001 ‘**’ =0.01 ‘*’= 0.05 ‘.’= 0.1 ‘’= 1

Author’s own work.

Perreault, 1991; Becker et al., 2015).
Pragmatically, the VIF values
should be nearer to 3 and lesser
(Hair et al., 2017).

Model fit (R2 and Adj. R2)

The R2 value measures the
degree of fit of the endogenous
construct(s), in other words, it
measures the variance, which is
described in each of the
independent constructs and is
therefore, a measure of the model
fit (Shmueli and Koppius, 2011).
The R2 score ranges from 0 to 1, with
higher sided values indicating a
greater model fit. As a rule of thumb,
R2 scores of 0.75, 0.50 and 0.25 can be
appraized assizeable, moderate and
frail (Henseler et al., 2009; Hair et al.,
2011). In our study the R2 was 64.7
per cent and the adjusted R2 was 62.5
per cent hence, we can suggest that
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our model is a moderately good
model for predicting digital usage.
The other measures of model fit were
Goodness of Fit index (GFI) and
Adjusted Goodness of Fit index
(AGFI) both the values should be
greater than 0.90 and 0.95
respectively. GFI is the proportion of
variance accounted for by the
estimated population covariance. It
is analogous to R2. AGFI favours
parsimony. (Non) Normed-Fit Index
also known as Tucker Lewis index.
An NFI of 0.95, indicates the model
of interest improves the fit by 95 per
cent relative to the null model. NNFI
is preferable for smaller samples.
Sometimes the NNFI is called the
Tucker Lewis index (TLI).
Comparative Fit Index (CFI) a
revised form of NFI. Not very
sensitive to sample size. Compares
the fit of a targetmodel to the fit of
an independent, or null, model. Root
Mean Square Error of
Approximation (RMSEA) a
parsimony-adjusted index. Values
closer to 0 represent a good fit.
(Standardized) Root Mean Square
Residual (SRMR). The square-root of
the difference between the residuals
of the sample covariance matrix and
the hypothesized model. If items
vary in range (i.e., some items are 1-
5, others 1-7) then RMR is hard to
interpret, better to use SRMR. Here,
in this study all the above parameters
hold good (Table 4).

Limitations, Conclusion
and Future Scope of Study

The above study also suffers
from the following limitations. The
study is solely based on the
secondary sources i.e., previous
literature available and through
focus grouped interviews and
conducting pilot surveys. Though

the authenticity of the data was tried
to be proved through the Cronbach’s
Alpha which is a measure of
reliability but still the authenticity
remains a challenge. Secondly, the
data used for conducting for factor
analysis was only 161 samples were
collected which nullifies the thumb
rule of 1:10 samples for each items.
Thirdly, the duration of the study was
also very small (i.e., only 3 months).
So, there can be differential results if
we can study on a longer time
horizon. However, this study can be
a stepping stone for other researchers
to explore other independent
variables and latent variables which
can affect the demand of digital
payment systems.

The factors like convenience
facilities and payment factor or
transactional factor can also be
added to the generic technology
adoption model suggested by Davis
et al. (1989). Payments should be

seamless and easy to understand so
that more consumers are motivated
towards digital payment systems.
Convenience facilities involved cash
backs as major attractions of using
payment wallets and systems. Here,
the authors recommend a transaction
limit for giving out cashbacks and
discount offers. The society should
also alleviate themselves on the
digital front as they are more time
savvy and would result in paperless
transactions, minimum waiting time
and secured transactions. As per
policy measures, the government
can also trace the nature of payments
to curb the misuse of illegal money
in the system, thus tracing the
income of the consumer and
households. Government can also
apply a minimal amount of service
tax at various point of sale (POS)
from the bigger merchants to
improve the revenue of the banks
and financial institutions.

TABLE 4
GOODNESS FIT MEASURES

Prescribed Cut-offs for Original Scores
good fitted Model

p-value>0.05 0.005
GFI > 0.95 0.901
AGFI > 0.90 0.931
NFI > 0.95 0.900
NNFI > 0.95 0.970
CFI > .90 0.970
RMSEA < 0.08 0.046
SRMR <0.08 0.051

AVE >.50 All values are 0.50

R2 0.647
Adj. R2 0.625
F-stats 6.725
p-value>0.05 0.000
k 4.000
df=n-k-1 156

Author’s own work.
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