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ABSTRACT:

The widespread adoption of digital payment systems in India at a very fast pace has revolutionized the financial space, with
the Unified Payments Interface (UPI) being the most used and accepted platform. This study delves into the adoption of UPI in
Chhattisgarh from a behavioural economics point of view, applying secondary data sources for analysis of usage patterns,
trends in adoption, and the impact of psychological and socio-economic variables. The research also evaluates the impact of
the Government of India's Digital India programmes on driving adoption of digital payments in semi-urban and rural areas of
the state. Underpinned by such theories as bounded rationality, heuristics, nudging, and loss aversion, the analysis examines
the role that behavioral biases play in influencing consumer choice in favor of or against the uptake of UPI.

Methodologically, the paper is based on secondary level datasets from the National Payments Corporation of India (NPCI),
Reserve Bank of India (RBI), and Digital India progress reports. Qualitative methods have been used and Thematic analysis of
all the secondary data has been done to know the relation between behavioral determinants, digital efforts, and UPI uptake.
The research indicates that although UPI payments in Chhattisgarh have grown immensely after 2020, the gap remains
between districts because of socio-economic, infrastructural, and cognitive impediments. Nudges from the government,
including merchant incentives, public awareness campaigns, and enhanced digital infrastructure, have been instrumental in
driving higher adoption rates.

The paper concludes that UPI adoption is not a technological change but a behavioral change which necessitates constant
nudging and policy intervention. The paper provides policy implications for enhancing digital literacy, reaching rural people,
and bridging the goals of financial inclusion with behavior design.
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1.1: INTRODUCTION

The Indian economy has seen a drastic change in the last
ten years, largely propelled by the growth of digital
payment systems. Of these, the Unified Payments Interface
(UPI) has been the revolutionary instrument, providing an
interoperable, real-time, and easy-to-use payment system
which overcomes the limitations of conventional banking.
UPI, which was initiated in 2016, has expanded
exponentially and has achieved billions of transactions per
month since then and has become the driver of India's
cashless economy.

Though the national adoption of UPI has been
well-covered, the state-level adoption
dynamics—especially in states like Chhattisgarh—are not
yet well-explored. Chhattisgarh, with its combination of
urban areas, semi-urban areas, and very rural tribal lands,
makes for a special case to consider the interplay of
behavioral elements with the government-driven digital
initiatives in determining financial patterns of adoption. In

spite of infrastructural issues, the state has demonstrated
a promising pattern of UPI adoption, mirroring large-scale
changes toward digitalization within India's financial
landscape.

1.2: BEHAVIORAL ECONOMICS AND DIGITAL PAYMENT
ADOPTION

Traditional theories of economics hypothesize that people
take rational decisions based on maximizing utility. But
behavioral economics points out that human
decision-making is frequently guided by psychological
bias, heuristics, and bounded rationality. In the case of
digital payment, people do not choose UPI solely on
rational reasons (like convenience and efficiency). Rather,
their choices are influenced by trust, familiarity, peer
pressure, fear of losing, and government prods.

Behavioral economics is the fusion of psychology and
economic insights to account for the reasons why
individuals make financial choices that frequently are not
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strictly rational. For UPI adoption, behavioral economics
gives a set of tools to study variables including:

Nudging: Cashback offered by governments on BHIM app
transactions as incentives serves as nudges promoting first
use.

Trust and Perceived Risk: Most prospective users are
reluctant to go for UPI because of fear of fraudulence or
mistrust of digital platforms.

Loss Aversion: Users might be avoiding digital payments
to avoid perceived risks of transaction failure or secret
charges.

Herd Behavior: When shopkeepers, friends, or
neighborhoods begin accepting UPI, others simply imitate
them.

Default Bias: People continue to use cash because it is a
known and default means of making a payment.

Understanding adoption  with  these  behavioral
perspectives can describe why policy works at some places
but not at others.

1.3: DIGITAL INDIA'S ROLE

Digital India, introduced in 2015, has played a key role in
developing the infrastructure and ecosystem required for
digital payments. On the UPI front, efforts like the launch
of the BHIM app, spread of QR-codes, merchant on
boarding drives, and digital literacy programs have played
an important role. In Chhattisgarh, these initiatives have
been focused on urban traders, rural panchayats, and
government salary payments. It is important to evaluate
the impact of these initiatives in terms of influencing the
patterns of adoption since they are usually behavior-based
nudges that drive users onto digital platforms.

UPI has emerged as a symbol of Indian digitalization, yet
its adoption remains unevenly distributed by region. By
concentrating on Chhattisgarh and basing the analysis on
behavioral economics, this research hopes to identify the
underlying drivers of financial decision-making in the
state. The use of secondary data guarantees a thorough
and evidence-based investigation, while incorporating
Digital India initiatives offers the policy orientation
required for applied research. By doing so, the research
not only adds to scholarship but also to real-world
policymaking, with the intent of deepening India's
heartland digital financial inclusion.

1.5: WHY CHHATTISGARH?

Chhattisgarh's demographic and economic profile presents
it as a valuable context for this research:

Rural Dominance: More than 75% of its population lives
in rural or semi-urban areas, so digital take-up is a
challenge for development.

Financial Inclusion Objectives: Despite the success of Jan
Dhan Yojana, there are gaps remaining in converting
ownership of accounts into active digital use.

Behavioral Resistance: Experiences indicate that users
continue to rely on cash for small-value transactions
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because of habit persistence.

Policy Laboratory: Chhattisgarh has served as a
laboratory for government digital literacy efforts with the
chance to evaluate results.

NPCI'’s first state-wise release shows Maharashtra (9.8%
volume share) leading, followed by Karnataka (5.5%) and
Uttar Pradesh (5.3%). Chhattisgarh contributed 129
million transactions (0.7% share) with value 16,475
crore (0.7%)

2.1: LITERATURE REVIEW

The literature on digital payment adoption is large,
although much of the literature in the past has tended to
highlight technology acceptance models (TAM) and
infrastructural preparedness, and not the behavioral
economics approach. The review here brings together
findings from several strands — behavioral economics,
financial inclusion, and digital finance — with special
emphasis on UPI adoption in India and especially in
semi-urban and rural settings such as Chhattisgarh.

Dahlberg et al. (2015) undertook an international review
of mobile payment adoption research and established that
trust and perceived ease of use were repeatedly essential
in influencing user behavior. They noted that aside from
technological functionality, the user's expectation that the
system functions is a determinative factor for actual
adoption.

Suri & Jack (2016) brought new evidence from Kenya's
mobile money system, demonstrating that digital financial
access significantly enhanced household resilience and
financial inclusion. They emphasized that behavioral trust
— the confidence that digital systems will work — was as
vital as access in instigating sustained usage.

Arora & Rathore (2018) centered on adoption of UPI in
India and concluded that convenience and influence of
peers were major drivers, particularly in urban youth and
working professionals. According to their research, users
would be more likely to adopt UPI if they observed friends
or peers using it on a regular basis, highlighting the
influence of social proof on digital action.

Shukla (2019) investigated semi-urban and rural area
barriers to UPI adoption and found fear of fraud,
ignorance, and low digital literacy to be the major
deterrents. The research emphasized that there is a
requirement for both infrastructure and behavioral
interventions to overcome these impediments.

Reserve Bank of India (2020), in its annual report,
recorded the geometrical growth in UPI transactions
nationwide. Nevertheless, it also noted that behavior
inertia — the habit of users to resist cash-based systems
— was still a significant hurdle, especially in rural regions
where digital ecosystems were not yet fully developed.

A study by the National Payments Corporation of India
(NPCI) (2021) revealed that government-driven nudges,
including the BHIM cashback initiatives and campaigns,
greatly increased UPI adoption. These offers reduced the
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initial cognitive resistance and prompted first-time users
to try out digital payments.

Chaudhary & Yadav (2021) analyzed digital payment
habits among tribal and rural states such as Chhattisgarh.
They observed that digital illiteracy and absence of
localized training were significant barriers, proposing that
specific interventions were warranted to close the digital
divide.

Mishra (2022) applied behavioral economics frameworks
to understand digital wallet usage in India. The study
identified status quo bias and bounded rationality as key
behavioral traits — users preferred cash simply because it
was familiar, even when digital options were objectively
more efficient.

The OECD (2022) identified nudging as a strong policy
instrument for digital financial inclusion. According to
their report, well-crafted nudges in the form of default
options, reminders, and rewards had the potential to
overcome mental barriers and result in better-informed
financial choices.

Mehta & Singh (2022) studied the effects of Digital India
campaigns in Tier-II and Tier-III cities, with a considerable
rise in digital awareness and confidence among erstwhile
reluctant populations. This study reaffirmed the opinion
that public awareness and visibility were key in
determining change in behavior.

2.2: RESEARCH GAP IDENTIFIED
Three gaps are identified from the review:

1. Limited state-level studies that study digital
adoption in Chhattisgarh.

2. Lack of adequate application of behavioral
economics in understanding UPI adoption.

3. Shortage of secondary data-driven empirical
analysis connecting Digital India initiatives and
adoption behavior.

This work bridges these shortcomings by implementing
behavioral frameworks to secondary data on UPI in
Chhattisgarh.

2.4: RESEARCH OBJECTIVES

1. To analyze the trends of UPI adoption in
Chhattisgarh through secondary data.

2. To discuss the influence of behavioral economic
factors on adoption.

3. To determine the effect of Digital India initiatives
on UPI penetration in Chhattisgarh.

4. To check the interaction between the growth in
transaction volume and behavioral/digital
interventions.

5. To offer policy recommendations for enhancing
digital adoption.

2.4: RESEARCH QUESTIONS

1. How do infrastructural and policy interventions
combine with behavioral economic factors like

nudging, trust, loss aversion, and herd behavior to
shape UPI adoption in rural and semi-urban
Chhattisgarh?

2. What is the joint effect of Digital India initiatives,
psychological factors, and socio-economic
attributes on the consistency and pace of UPI
adoption among various districts in Chhattisgarh?

3. To what degree does digital infrastructure
(electricity, mobile access, internet) mediate the
connection between UPI adoption behavior and
behavioral intentions among rural populations?

4. To what degree do government-supported nudges
(such as awareness campaigns, cashback) and
local effects (merchant adoption, peer behavior)
together influence the perception of risk and trust
in digital payments?

5. How do psychological biases, infrastructural
constraints, and policy measures intersect to
enhance or impede financial inclusion by way of
UPI in economically and digitally disadvantaged
areas?

3.1: RESEARCH METHODOLOGY

The study follows a Qualitative method for Research
through Thematic Analysis and follows a Descriptive
Research Design.

3.2: DATA SOURCES

National Payments Corporation of India (NPCI):
Monthly UPI transaction data (2018-2022).

Reserve Bank of India (RBI): State-wise banking and
financial inclusion measures.

Government of India: Reports on Digital India and
BharatNet project.

Census & NSSO Data: Socio-economic data for
Chhattisgarh.

4.1: DATA ANALYSIS AND RESULTS

1. The research indicates that UPI has expanded at a
phenomenal rate throughout India, with
Chhattisgarh also following the same pattern, but
smaller in magnitude. Exceeding numbers,
behavioral economics provides insight into why
individuals moved so rapidly away from cash to
digital payments.

2. UPI use was not so much about the presence of
technology but about people being pushed to use
it. Demonetization in 2016 pushed enough people
to look beyond cash, and then the BHIM app and
government campaigns made digital payments
look easy and secure. Cashback offers and
observing others making payments with QR codes
at stores acted as nudges in people's daily lives
that gradually altered behavior.

3. UPI truly came into its own when it graduated
from being reserved for large transactions to
routine payments such as vegetables and bus
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tickets. Once individuals adapted to the ease,
digital payments became the go-to option,
rendering cash more inconvenient.

4. At first, most were intimidated by losing money
due to cancelled transactions or fraud. With time,
stringent security measures by NPCI and RBI —
such as instant refunds and secure systems —
dissipated this fear. Now, individuals feel safe
transferring large amounts of money, illustrating
how trust triumphed over initial fear.

5. Much adoption was just about keeping up with the
crowd. When  vendors, neighbors, and
shopkeepers began showing QR codes, others
were moved to do the same. This "everyone is
doing it" phenomenon caused digital payments to
spread much more quickly than reason alone
could account for.

6. Government initiatives such as Digital India were
instrumental in this. Improved internet, digital
literacy campaigns, and technologies such as
UPI123Pay for feature phones enabled more
people — even in rural India — to come into the
system. These initiatives brought down the
hurdles that could have left many of them stuck in
cash.

7. Chhattisgarh indicates that even as UPI is
booming, rural uptake continues to be far behind
in cities. Improved connectivity and awareness led
urban consumers to shift quickly, while rural
areas continue to encounter issues such as weak
networks and lack of trust. That gap indicates the
digital shift continues to be unequal.

8. Users prefer familiar names. UPI attached to
recognized banks or  government-backed
applications like BHIM provided users the
reassurance that their money would not go
missing. In Chhattisgarh, government-organized
awareness drives also reassured first-time users,
and they were more willing to use UPI repeatedly.

UPI has simplified both merchants' and consumers' lives.
For shopkeepers, it implies less handling of cash and
increased transparency. For customers, it promises speed
and convenience. But risks still exist — such as fraud,
technology failure, and digital illiteracy — which require
ongoing focus so that nobody gets left behind during this
digital transition.

5.1: POLICY IMPLICATIONS

The research offers a number of insights that are pivotal
for policymakers, financial institutions, and technology
providers looking to deepen digital financial inclusion.

1. BUILDING DIGITAL INFRASTRUCTURE IN RURAL
AREAS

Digital acceptance in rural Chhattisgarh continues to be
impeded by infrastructural obstacles. Policymakers need
to focus on enhancing internet connectivity, mobile tower

footprint, and quality electricity in tribal and rural regions.
Without these infrastructure enablers, the psychological
willingness to embrace UPI will remain restricted by
outside limits.

2. MORE STRATEGIC USE OF BEHAVIORAL NUDGES

Nudges like cashback offers, lottery rewards, and
eye-catching QR code placements have proven effective in
sparking adoption. Habit-forming nudges should be the
focus of future strategies, though—e.g., loyalty rewards on
multiple digital payments or gamified milestones (e.g.,
"100 cashless transactions" badges). These promote
long-term behavioral commitment over short-term trial
use.

3. DEVELOPING STRONGER TRUST MECHANISMS

e Trust continues to be key to maintaining adoption.
Policies should prioritize:

e Quicker grievance redressal for unsuccessful
transactions.

e Improved cyber fraud security protection and
customer education.

e  Open communication regarding security measures
to limit perceived threat.

e If rural and semi-urban customers feel safe, they
will be more eager to use UPI for high-value
transactions.

4. SCALING DIGITAL LITERACY AND AWARENESS
PROGRAMS

Digital literacy is just as crucial as infrastructure.
Customized training modules—conducted through
schools, self-help groups, and community workshops—can
introduce citizens to digital wallet usage, QR code usage,
and UPI app usage. Vernacular language campaigns and
peer-to-peer demonstrations in tribal regions of
Chhattisgarh could overcome psychological resistance
towards digital adoption.

5. INCLUSIVE DESIGN OF DIGITAL PLATFORMS

UPI adoption must factor in India's heterogeneity in
literacy, access to technology, and language. Scaling up
UPI123Pay (feature-phone-enabled) and encouraging
voice-driven transactions in local languages can minimize
exclusion of feature phone users. This is consistent with
the choice architecture principle that digital systems must
be simple and accessible for everyone.

6. INCLUDING LOCAL MERCHANTS AND VENDORS

For Vocal for Local and Atmanirbhar Bharat vision to be a
success, small-scale vendors have to be completely on
board the digital ecosystem. Governments and banks must
encourage merchants to switch over to UPI with zero
transaction charges, training assistance, and publicity
campaigns. As small traders switch over to UP], it has a
ripple effect in consumer behavior, as noted in the herd
influence reported in this study.

7. ENHANCING THE ROLE OF STATE-LEVEL
INTERVENTIONS
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The Chhattisgarh model indicates that it is not enough to
have national-level policies. State governments need to
tailor digital adoption schemes to local settings.
Partnerships with cooperatives at local levels, Panchayati
Raj institutions, and women's self-help groups can build
community-level trust points that facilitate grassroots
digital financial inclusion.

5.2: CONCLUSION

UPI uptake in Chhattisgarh captures the national trend
towards digital payments, but also the interaction of
behavioral influences and policy interventions. The
explosive growth of transactions testifies to the
achievement of Digital India, but the persistence of
obstacles speaks to sustained behavioral nudges and
infrastructure upgrades. By placing UPI uptake in a
behavioral economics paradigm, this research reveals
more clearly why people embrace—or eschew—digital
payments.

KEY CONCLUSION FROM THE RESEARCH

1. UPI AS A BEHAVIORAL REVOLUTION, RATHER
THAN ONLY A TECHNOLOGICAL ONE

The research affirms that adoption has been spurred
not merely by the existence of mobile-based payment
systems but also by how people react to nudges,
peer-to-peer influence, and ease of use. The behavioral
revolution away from cash reliance towards digital
ease is a profound socio-psychological shift in financial
choice-making.

2. TRUST AS THE FOUNDATION OF ADOPTION

The link between transaction value and volume firmly
suggests that users, in due course, outweighed doubts
regarding digital payments. Loss aversion was
overcome by mechanisms of trust-building—like
government-backed platforms (BHIM), open refund
systems, and security practices.

3. URBAN-RURAL DIVIDE PERSISTS

While national adoption levels are unprecedented, the
case of Chhattisgarh illustrates that rural regions still
face barriers in digital penetration. Infrastructure
gaps, intermittent connectivity, and limited digital
literacy remain significant hurdles, delaying uniform
adoption.

4. DIGITAL INDIA AS A STRUCTURAL ENABLER

The Digital India platform—through Common Service
Centres (CSCs), literacy sessions, and programs such
as UPI123Pay—simplified frictions and opened up
access. This illustrates how policy can serve as a
"choice architect” to allow citizens to make effective
financial choices.

5. BEHAVIORAL ECONOMICS CONFIRMS POLICY
INFLUENCE

The interaction of nudges, peer effect, and habit
formation supports the hypotheses of the study. It
demonstrates that the use of UPI cannot be explained

by rational choice theory but has to be explained using
behavioral insights in terms of why individuals
repeatedly opt for digital over cash.

Ultimately, financial inclusion in India cannot be achieved
through infrastructure alone; it requires addressing the
psychological and social dimensions of adoption.
Chhattisgarh’s case offers valuable lessons for other states
with similar socio-economic profiles, reinforcing the
importance of combining behavioral economics with
policy design.

The rise of UPI in India exemplifies how technology, policy,
and psychology intersect to reshape financial ecosystems.
What began as an alternative to cash has become a symbol
of India’s digital transformation and self-reliance.
Chhattisgarh’s experience demonstrates both progress and
challenges: while adoption is growing, rural divides
highlight the need for deeper, context-sensitive
interventions.

Behavioral economics instructs us that human beings are
not rational decision-makers; they need trust, social
reinforcement, and convenience to embrace new systems.
Digital India didn't just succeed by creating infrastructure;
it fashioned behavior through nudges, trust anchors, and
inclusive policies.

5.3: LIMITATIONS OF THE STUDY

1. The research is built completely on secondary
data drawn from NPCI, RBI, and government
reports. It thus misses actual primary
observations of users that might capture subtle
behavioral drivers or resistances.

2. The analysis is limited to the Chhattisgarh state.
The findings may not thus be entirely
generalizable to other Indian states with varied
socio-economic or digital infrastructure profiles.

3. Although the research uses behavioral economic
concepts to describe adoption, it does not
incorporate field-level experiments or surveys to
empirically test psychological concepts such as
nudging, trust, or herd behavior.

4. Data under consideration mainly covers
2018-2022. Sudden advancements in digital
finance, technological upgrade, or changes in
policy post-the period can change the applicability
of results over time.

5. Wider socio-political occurrences (such as
pandemics or economic downturns) and personal
sector advancements (such as fintech
applications) could have influenced UPI adoption
but are not independently controlled or tested.

5.4: FUTURE RESEARCH SCOPE

1. Upcoming research can use surveys, interviews, or
field trials to collect firsthand behavioral data
across various user groups (urban, rural, tribal,
gender-based, etc.) for analysis in depth.

2. Comparative studies of  high- versus
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low-performing states (e.g., Maharashtra versus
Chhattisgarh) might reveal what the drivers of
improved adoption outcomes are.

3. Experimental studies comparing the efficacy of
various nudges (e.g, cashback, rewards, QR
placement) could even measure the precise
behavioral drivers of UPI usage.

4. Future studies may follow users longitudinally to
observe behavior changes from initial use through
habitual digital payment adoption, particularly in
disadvantaged areas.

5. Future research might explore the role of
community leaders, local traders, and peer
networks as change agents for rural digital uptake.

6. A gendered investigation of the behavioral
response to digital financial platforms across
states such as Chhattisgarh may contribute to
more inclusive policy-making.
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