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Abstract: Following India’s demonetization in November 2016, the government encouraged merchants and consumers to use non-cash payment
methods. This study examines how small merchants in Chennai, Tamil Nadu, assessed the adoption, affordability, and continued use of digital
payment systems, with particular attention to point-of-sale (POS) terminals. The analysis draws on 221 survey responses collected in 2017 and
considers the payment options available to merchants, the difficulties they encountered, and the implications for their day-to-day operations. Cash
remained the preferred payment method. Merchants relied on it to meet working-capital needs, pay employee wages, and cover other operating
expenses. The findings suggest that merchants may be more willing to use POS systems if they understand the benefits of non-cash transactions
and see a potential link between digital transaction records and access to bank credit. The study identifies affordability, cash dependence, and
perceived access to credit as considerations in the continued use of digital payments.
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