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Abstract

Digital payment systems have emerged as central instruments in global financial inclusion strategies, particularly in
developing economies characterized by large informal sectors. Unorganized vendors—street traders, hawkers, micro-
retailers, and self-employed informal entrepreneurs—constitute a significant share of urban and peri-urban economic
activity yet remain structurally excluded from formal financial systems. This review synthesizes interdisciplinary
scholarship from development economics, information systems research, financial inclusion studies, and institutional
theory to examine the transformative potential of digital payments for empowering unorganized vendors. Drawing on
empirical evidence from India, Sub-Saharan Africa, Southeast Asia, and Latin America, the paper analyzes how digital
payment adoption enhances transaction efficiency, financial identity formation, credit access, income resilience, and
economic formalization. However, structural constraints—including digital literacy deficits, infrastructural inequality,
gendered digital divides, regulatory rigidities, cybersecurity risks, and socio-cultural resistance—limit sustained and
equitable integration. The review argues that digital payments represent a necessary but insufficient condition for
structural empowerment and proposes a layered ecosystem approach to inclusive digital transformation.
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1. Introduction

The informal economy constitutes one of the largest sources of employment worldwide. According to the International
Labour Organization (ILO, 2018), over 60 percent of global workers operate within informal arrangements, with rates
exceeding 80 percent in many low-income countries. Unorganized vendors—street sellers, food hawkers, pushcart
traders, and small-scale micro-retailers—form a substantial portion of this workforce. These vendors contribute
significantly to employment generation, food security, urban service provision, and grassroots entrepreneurship (Chen,
2012). Despite their economic contribution, they remain largely excluded from formal financial systems due to structural
barriers such as lack of collateral, absence of credit histories, irregular income flows, geographic marginalization, and
stringent Know-Your-Customer (KYC) requirements (Demirgii¢c-Kunt et al., 2018).

Financial exclusion perpetuates cycles of vulnerability. Without access to secure savings accounts, affordable credit,
insurance, or digital transaction mechanisms, informal vendors remain exposed to income volatility, theft risk, predatory
lending, and limited growth opportunities (Beck, Demirgiic-Kunt, & Levine, 2007). Historically, the dominance of
cash-based transactions reinforced informality and constrained integration into formal economic systems (Donovan,
2012). However, the rapid diffusion of digital financial technologies—mobile wallets, QR-code payments, biometric
verification systems, and real-time payment infrastructures—has introduced new pathways toward financial inclusion
(Orzili, 2018).

The rise of platforms such as M-Pesa in Kenya, UPI in India, bKash in Bangladesh, and GCash in the Philippines
demonstrates the scalability of mobile-based financial ecosystems capable of reaching previously excluded populations
(Suri & Jack, 2016; Gupta & Xia, 2018). Yet adoption among unorganized vendors remains uneven and context-
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dependent, revealing complex interactions between technology, institutions, socio-economic structures, and behavioral
factors. This review synthesizes existing academic literature to explore the empowering potential of digital payments
while critically interrogating the structural challenges that shape adoption trajectories.

2. Conceptualizing Financial Inclusion in the Digital Era

Financial inclusion is increasingly conceptualized as a multidimensional construct encompassing access, usage,
affordability, quality, and welfare impact (Demirgiic-Kunt et al., 2022). Merely possessing a bank account does not
guarantee meaningful inclusion; rather, sustained engagement with financial services is essential for achieving resilience
and economic mobility (Klapper et al., 2016). Digital payments play a foundational role in this process by facilitating
low-cost, traceable, and scalable transaction mechanisms that can connect informal actors to broader financial
ecosystems.

Digital payment systems reduce transaction costs and eliminate geographic barriers by enabling remote and
instantaneous fund transfers. They also provide verifiable digital transaction records, which function as alternative
financial histories for individuals lacking formal documentation (Ozili, 2018). In contexts where traditional banking
infrastructure is weak, digital finance has demonstrated the capacity to leapfrog conventional development pathways
(Donovan, 2012). However, financial inclusion in the digital era must be understood not only as technological
integration but as structural transformation involving institutional reform, literacy development, and equitable access.

3. Theoretical Perspectives on Digital Payment Adoption

Understanding digital payment adoption among unorganized vendors requires engagement with technology adoption
theory. The Technology Acceptance Model (TAM), developed by Davis (1989), posits that perceived usefulness and
perceived ease of use are primary determinants of technology uptake. Studies among street vendors in urban India
indicate that vendors adopt digital payment systems when they perceive tangible business benefits such as faster
transactions, customer convenience, and increased sales (JICLT, 2025). However, ease of use becomes critical for
populations with limited formal education or digital exposure.

The Unified Theory of Acceptance and Use of Technology (UTAUT) extends TAM by incorporating social influence
and facilitating conditions (Venkatesh et al., 2003). In vendor communities, peer networks strongly shape adoption
decisions. Early adopters often influence others through demonstration effects, especially when visible revenue gains
are observed. Facilitating conditions—such as smartphone access, stable internet connectivity, and technical support—
are equally significant predictors of sustained engagement (Springer Sustainability, 2025).

Diffusion of Innovation theory further emphasizes the role of social systems and communication channels in spreading
innovations (Rogers, 2003). Informal vendor clusters, often located in marketplaces or urban streets, represent dense
social networks where behavioral norms diffuse rapidly. However, diffusion processes may stall when structural barriers
limit early adoption among influential actors.

4. Economic Empowerment through Digital Payments

Empirical evidence demonstrates that digital payment adoption can enhance economic empowerment for informal
vendors. One key mechanism is transaction efficiency. Digital payments reduce the time spent handling cash, calculating
change, and securing physical currency, thereby improving operational productivity (Donovan, 2012). Vendors
accepting mobile payments report increased customer retention and expanded market reach, particularly among younger
urban consumers who prefer cashless transactions (Heliyon, 2024).

Another critical dimension is financial identity formation. Digital transaction records create data trails that can serve as
alternative credit histories. In Kenya, mobile money transaction histories enabled micro-entrepreneurs to access digital
microloans previously unavailable through traditional banking channels (Suri & Jack, 2016). Similar findings emerge
in India, where UPI transaction data are increasingly used for small-ticket lending assessments (Gupta & Xia, 2018).

Digital payments also enhance economic resilience. During economic shocks such as the COVID-19 pandemic, digital
financial platforms enabled direct benefit transfers and remote transactions, reducing income disruption for informal
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workers (Demirgiic-Kunt et al., 2022). By facilitating savings accumulation and enabling rapid fund transfers, digital
finance strengthens shock absorption capacity among vulnerable populations.

5. Structural Barriers and Persistent Inequalities

Despite demonstrated benefits, structural challenges limit inclusive adoption. Digital literacy deficits represent a primary
constraint. Financial literacy research consistently demonstrates that limited financial knowledge reduces effective
engagement with financial tools (Lusardi & Mitchell, 2014). Among unorganized vendors, low educational attainment
compounds digital illiteracy, creating barriers to navigating mobile interfaces and understanding cybersecurity risks.

Infrastructure inequality further exacerbates exclusion. Reliable internet connectivity and smartphone access remain
unevenly distributed across rural and peri-urban arcas (Aker & Mbiti, 2010). Without stable digital infrastructure,
vendors cannot reliably process transactions, leading to distrust among customers.

Trust and cybersecurity concerns also influence adoption decisions. Informal vendors often express fear of fraud,
phishing, and digital theft (Donovan, 2012). Trust deficits are particularly pronounced among older vendors who are
less familiar with digital systems. Moreover, algorithmic opacity in digital credit scoring systems may reproduce biases,
leading to discriminatory lending outcomes (Ozili, 2021).

Gender disparities constitute another structural barrier. Women vendors are less likely to own smartphones, possess
independent financial accounts, or have autonomy over financial decisions (Suri & Jack, 2016). Social norms restricting
mobility and digital engagement further widen the gender digital divide. Consequently, digital payment ecosystems risk
reinforcing existing inequalities unless explicitly designed with gender-sensitive approaches.

Regulatory rigidity also shapes inclusion outcomes. Stringent KYC norms and documentation requirements exclude
vendors lacking formal identification or fixed addresses (Demirgiic-Kunt et al., 2018). While anti-money laundering
regulations are necessary, inflexible compliance frameworks may inadvertently marginalize informal workers.

6. Macroeconomic and Institutional Implications

At a macroeconomic level, digital payment penetration correlates with reductions in informality and increases in
economic transparency. Aguilar et al. (2024) find that expanding digital payment ecosystems in emerging markets
contributes to formalization and GDP growth. Digital traceability enhances tax compliance and strengthens state
capacity. However, excessive formalization without social protection mechanisms may impose regulatory burdens on
vulnerable vendors.

Institutionally, the growth of FinTech firms introduces new governance challenges. Data monopolization, platform
dependency, and private-sector dominance raise concerns about digital sovereignty and consumer protection (Ozili,
2021). Empowerment must therefore be understood within broader institutional power dynamics.

7. Toward an Inclusive Digital Financial Ecosystem

Sustainable empowerment of unorganized vendors requires a multi-layered ecosystem approach. Infrastructure
investment must ensure affordable broadband and device accessibility. Digital and financial literacy programs tailored
to vendor communities can build capability and confidence (Lusardi & Mitchell, 2014). Regulatory reforms should
balance inclusion with compliance, adopting simplified KYC frameworks and tiered verification systems (Demirgii¢-
Kunt et al., 2018).

Consumer protection mechanisms, including grievance redressal systems and fraud prevention safeguards, are essential
for building trust. Gender-responsive design—such as women-focused digital literacy campaigns and subsidized device
access—can mitigate gender gaps. Finally, collaboration between governments, FinTech firms, civil society, and vendor
associations can foster participatory digital governance.
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8. Research Gaps and Future Directions

Existing literature remains fragmented and geographically concentrated. Longitudinal studies examining income
trajectories post-adoption are limited. There is insufficient intersectional analysis addressing how caste, ethnicity, and
migration status intersect with digital inclusion. The implications of Al-driven credit scoring systems require deeper
scrutiny. Additionally, comparative rural-urban analyses and cross-country institutional studies remain underdeveloped.

Future research should integrate qualitative ethnographic methods with quantitative financial data to capture lived
experiences of digital transformation. Evaluating long-term welfare impacts beyond short-term transaction metrics is
critical for understanding true empowerment.

9. Conclusion

Digital payment systems offer transformative potential for empowering unorganized vendors by facilitating financial
inclusion, enhancing operational efficiency, and promoting economic resilience. Empirical evidence across multiple
regions demonstrates measurable benefits in poverty reduction, credit access, and formal integration. However, digital
inclusion is not automatic; it is mediated by structural inequalities embedded within socio-economic and institutional
contexts. Without targeted policy interventions, digital finance may reproduce or even amplify existing disparities.

Empowerment must therefore be conceptualized not merely as technological adoption but as systemic transformation
encompassing infrastructure, literacy, regulation, trust, and equity. Digital payments constitute an important entry point
into formal financial ecosystems, but sustainable inclusion requires coordinated and inclusive governance. Only through
such comprehensive strategies can digital finance genuinely empower unorganized vendors and contribute to equitable
economic development.
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