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Abstract:

The modern retail landscape in India has undergone a massive transformation, shifting from a
traditional savings-based consumption model to an aggressive, credit-driven economy. At the forefront of
this shift is the widespread availability of Equated Monthly Installment (EMI) schemes and Buy Now, Pay
Later (BNPL) options, which have redefined affordability for the average consumer. Bajaj Finance has
emerged as a pioneer and the largest financier in the consumer durable segment, offering innovative zero-
interest (No-Cost) EMI solutions that eliminate the traditional barriers to high-value purchases. This
comprehensive study focuses on analyzing the impact of easy EMI options on consumer purchasing
behavior, evaluating how frictionless credit mechanisms alter decision-making, drive aspirational
consumption, and introduce new financial vulnerabilities.

Based on an extensive synthesis of secondary data, industry reports, and consumer psychology
surveys, the research evaluates the demographic adoption of these financial products. The findings indicate
that while no-cost EMIs significantly boost retail sales and increase access to lifestyle goods, they heavily
rely on psychological mechanisms such as "EMI anchoring"—where consumers focus on the micro-monthly
payment rather than the macro-total cost. Consequently, the hyper-adoption of these frictionless payment
methods has led to concerning trends, with a vast majority of consumers maintaining multiple concurrent
EMI obligations and a high incidence of delayed or missed payments. The study concludes that while Bajaj
Finance has successfully democratized consumer credit and achieved unprecedented asset growth, the
intersection of algorithmic credit approvals and low financial literacy poses a systemic risk of over-
indebtedness, necessitating balanced regulatory oversight and enhanced consumer awareness.

Introduction:

Consumer credit plays a crucial role in
modern economies by enabling households to
manage cash flows, spread expenditures over
time, and access goods and services that may
otherwise be unaffordable through immediate
disposable income. Over the past decade, the
Indian market has seen a surge in digital lending
platforms and Non-Banking Financial Companies
(NBFCs) that have seamlessly integrated credit at

the point of sale. Among these institutions, Bajaj
Finance stands out as one of the most profitable
firms and the undisputed largest financier of
consumer durables in the country. By introducing
its Insta EMI Card, the company created an
ecosystem where purchasing home appliances,
electronics, and lifestyle products became a
frictionless experience.

The core appeal of this financial
architecture lies in the '"No-Cost EMI"
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proposition, which allows consumers to divide a
large lump sum into manageable monthly
installments without incurring traditional interest
charges. This model is marketed primarily on the
basis of wunparalleled convenience, instant
approvals, and minimal documentation. However,
the psychological ease of converting a 350,000
purchase into a seemingly negligible monthly
payment of 5,000 fundamentally alters consumer
buying behavior, shifting the market from
necessity-based purchases to discretionary and
lifestyle-oriented spending.

This study focuses on analyzing this
behavioral shift, evaluating whether the
convenience of the EMI card empowers
consumers or covertly pushes them toward
unsustainable debt. By examining financial
performance metrics, consumer payment surveys,
and the operational strategies of Bajaj Finance,
the study provides a comprehensive overview of
how frictionless credit is reshaping the Indian
retail economy.

Problem Statement:

Effective personal financial management
requires consumers to balance their immediate
lifestyle  desires  with  long-term  wealth
accumulation and debt sustainability. The rapid
expansion of easy EMI options and BNPL
schemes has drastically reduced the psychological
friction associated with large purchases. While
these interest-free installment plans make high-
value goods accessible, their widespread adoption
raises critical questions about long-term financial
sustainability and the potential risks of credit-
driven consumption.

The core problem lies in the manifestation
of "EMI Anchoring" and the dilution of macro-
financial awareness. Financial institutions like
Bajaj Finance have engineered an incredibly
smooth checkout process, offering pre-approved
credit limits of up to I3 lakh and instant 3-minute

approvals. This frictionless environment often

bypasses the traditional "pain of paying," leading
consumers—particularly younger

demographics—to accumulate multiple
concurrent loans without fully calculating future
repayment capabilities. A single EMI might
appear manageable, but the aggregate burden of
several EMIs can quickly lead to severe liquidity

shortages and missed payments.

Objectives of The Study:

1. To comprehensively analyze the consumer

awareness, adoption rates, and payment

behaviors associated with EMI and BNPL
options in the retail market.

2. To evaluate the psychological factors,

specifically  "EMI

influence consumer decision-making and

anchoring,"  that

drive discretionary purchases.

3. To study the operational features and
market dominance of the Bajaj Finserv
EMI Card in facilitating consumer durable
financing.

4. To assess the potential risks of over-
indebtedness and the correlation between
frictionless credit availability and missed

repayment cycles.

Research Questions:

1. How extensively do consumers utilize No-
Cost EMI options, and what is the current
landscape of repayment discipline?

2. What specific psychological drivers
encourage consumers to take on EMI debt
for lifestyle and discretionary purchases?

3. How has Bajaj Finance scaled its Assets
Under Management (AUM) through its
consumer durable lending strategies?

4. What are the most preferred BNPL/EMI
providers in the market, and how do they

capture consumer market share?
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Research Methodology:
Research Design:

The study uses a descriptive and
analytical research design to evaluate the
multifaceted impact of easy EMI options on
consumer purchasing behavior. It focuses on
synthesizing comprehensive behavioral data,
psychological survey results, and financial
tracking metrics to understand the correlations
between digital convenience, corporate lending
strategies, and individual financial vulnerability.
Sample Size:

The sample size for the study implicitly
consists of the demographic datasets aggregated
by consumer psychology surveys and market
research reports utilized within the analysis.
Furthermore, it encompasses the massive user
base and financial scale of Bajaj Finance,
assessing organizational performance metrics
derived from its multi-billion dollar asset
portfolio.

Sample Area:

The sample area of the study is focused
on the Indian retail and consumer finance market,
exploring how digital credit inclusion has altered

Data Analysis:

purchasing habits across urban and semi-urban
demographics.

Data Collection:

Primary Data:

Within the structural parameters of this
specific analysis, primary data refers to the
foundational consumer surveys, direct behavioral
assessments, and financial tracking metrics
compiled by the originating research institutions
regarding consumer psychology towards BNPL
and EMI adoption.

Secondary Data:

Secondary data refers to the published
data collected from existing, authoritative sources
such as market intelligence reports, scholarly
journals (e.g., International Journal of Creative
and Open Research in Engineering and
Management), and corporate financial disclosures
from Bajaj Finance Limited.

Sampling Technique:

The study utilizes a purposive sampling
technique regarding data inclusion, where
institutional reports and financial datasets are
selected based on their direct relevance to
consumer durable financing, psychological
adoption of EMIs, and corporate asset growth.

Table 1: Consumer Payment Behavior regarding BNPL/EMI Options

The following table demonstrates the widespread adoption of easy credit mechanisms and the

associated behavioral risks concerning repayment discipline.

Consumer Behavior Metric Incidence Rate (%)
Aware of BNPL/EMI facilities 80%
Carrying multiple active EMI obligations 77%
Committing more than X5,000 monthly to EMIs 1%
Have missed or delayed a payment 68%
Interpretation: completely mainstream. However, the

The data reveals a stark contrast between
the popularity of BNPL/EMI services and the
financial discipline of the consumers utilizing
them. A massive 80% of consumers are fully
aware of these financing facilities, indicating that
the concept of "borrowing to consume" has gone

convenience heavily masks a brewing debt crisis.
A staggering 77% of users admit to carrying
multiple active EMI obligations simultaneously,
and 71% commit a substantial sum (over %5,000)
of their monthly liquidity strictly to repayments.
Most alarmingly, 68% of users report having
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missed or delayed a payment. This exceptionally
high default incidence proves that while
frictionless credit enables immediate lifestyle

gratification, it  systematically = encourages
consumers to over-leverage themselves beyond
their actual earning and repayment capacity.

Table 2: Psychological Drivers of EMI Adoption
The success of No-Cost EMI relies heavily on altering consumer perception. The following table

quantifies the cognitive biases that drive credit-based purchasing.

Psychological Factor / Behavioral Trait

Agreement / Incidence Rate (%)

Admitted not carefully calculating future repayments 39%
EMI reduces financial stress at the point of purchase 36%
Focus on monthly installment rather than total price 34%
(EMI Anchoring)
Interpretation: The fundamental architecture of these

The table and corresponding graph
illustrate that the adoption of EMIs is largely
driven by psychological manipulation rather than
calculated financial planning. Nearly 40% of
consumers explicitly admit they do not carefully
calculate their future repayment abilities before
committing to a purchase. Furthermore, 34% are
actively influenced by "EMI Anchoring"—a
cognitive bias where the buyer focuses almost
entirely on the small monthly installment size
rather than the inflated total cost of the item.
Because the immediate "pain of paying" is
mitigated (with 36% feeling reduced financial
stress at checkout), consumers are heavily
incentivized to engage in impulsive, discretionary
spending. This confirms that the marketing
architecture of EMI cards is designed to lower
psychological resistance to debt.

Section Analysis: The Compounding Debt
Spiral and Macroeconomic Implications:

The most critical consequence of the
widespread availability of easy EMI options is the
subtle, systemic erosion of consumer financial
stability. Historically, the retail economy was
governed by a "save to purchase" philosophy,
which naturally regulated discretionary spending.
The advent of the Bajaj Finserv EMI Card and
similar BNPL frameworks has entirely inverted

this paradigm into a "borrow to consume" reality.

credit products relies on cognitive obfuscation.
When a high-end smartphone or a premium
appliance is marketed solely through its monthly
EMI cost, consumers fall victim to "EMI
anchoring". The total liability becomes secondary
to the immediate gratification of acquiring the
asset. Because these loans are frequently offered
at "No-Cost" (zero interest), the traditional
deterrent of high borrowing costs is completely
removed. However, this creates a false sense of
affordability. Consumers rapidly accumulate
overlapping liabilities—financing a television, a
mobile  phone, and lifestyle  expenses
concurrently.

The empirical evidence is alarming: with
77% of users juggling multiple EMIs and 68%
having a history of delayed or missed payments, it
is evident that a massive segment of the retail
market is actively over-leveraged. For financial
institutions, missed payments frequently trigger
substantial penal charges and heightened interest
rates on the defaulted amounts, turning a "zero-
interest" convenience into a highly expensive debt
trap. If macroeconomic shocks—such as inflation,
wage stagnation, or job losses—disrupt the cash
flow of these consumers, the sheer volume of
unsecured retail debt could precipitate widespread
financial distress, severely hindering long-term
wealth  accumulation for the  younger
demographic driving this consumption trend.
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balance aggressive lending with
Findings: responsible credit practices. Implementing

e The availability of No-Cost EMIs has
fundamentally shifted the retail market,
driving consumers away from necessity-
based purchasing and aggressively toward
discretionary, aspirational consumption.
This transition is highly dependent on easy
access to frictionless digital credit.

e (Consumer decision-making is heavily
manipulated by psychological biases. A
significant 34% of consumers exhibit "EMI
anchoring," focusing entirely on the
monthly installment rather than the total
cost, while 39% admit they do not calculate
their future repayment capacity before
initiating a loan.

e Bajaj Finance dominates the consumer
durable financing space with a 35% market
preference share. Their success is driven by
an unparalleled convenience model,
offering up to %3 lakh in pre-approved
limits, 3 to 60-month flexible tenures, and
instant approvals across 1.5 lakh partner

stores.

Suggestions:

e For Consumers: Individuals must actively
resist the psychological trap of EMI
anchoring by evaluating every purchase
based on its total cost rather than its
monthly installment. Consumers should
implement a strict "credit ceiling," ensuring
that all concurrent EMI obligations
combined do not exceed a safe percentage
(e.g., 10-15%) of their monthly disposable
income to prevent cascading defaults.

e For Financial Institutions (like Bajaj
Finance): While streamlining the user

experience is profitable, institutions must

mandatory, clear disclosures that project
the total cost of potential penal charges
upon default, and utilizing dynamic credit-
limit algorithms that restrict the issuance of
new loans to users actively struggling with
concurrent EMIs, will foster a more
sustainable, long-term customer base.

Conclusion:

The integration of easy EMI options and
BNPL frameworks into the daily retail experience
has irreversibly altered the dynamics of consumer
purchasing behavior. Institutions like Bajaj
Finance have brilliantly engineered financial
products that remove almost all friction from the
buying process, democratizing access to
consumer durables and lifestyle upgrades. Their
staggering growth in Assets Under Management
is a testament to the immense consumer appetite
for instant gratification and flexible payment

architectures.
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