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ABSTRACT 
 

There has been a rapid proliferation of cashless payment systems in the UAE, with policy-level emphasis on a 

digital-first economy under the UAE Vision 2031. This rise in cashless payments has a serious impact on 

consumer transaction dynamics. With its robust digital infrastructure, the UAE has one of the most cashless 

societies with significant penetration of contactless payment systems. This paper investigates how various 

cashless payment models, particularly mobile wallets, contactless cards, and peer to peer application, impact the 

consumer at psychological and behavioural levels, with specific focus on the youth and young adults of Dubai. 

Using an explanatory, sequential, mixed-method approach, this research collected primary data from 150 

respondents across Dubai. While the structured survey questionnaire collected quantitative data, selected 12 

participants from the same sample were also interviewed to gather qualitative data. The quantitative findings 

reveal a statistically significant positive correlation between the frequency of cashless transactions and the 

likelihood of impulse buying, showing that consumers using cashless methods are spending 47% higher than 

their cash using peers. Qualitative data supports the view that reduced ‘pain of paying’ traditionally associated 

with paying in physical cash is a very likely explanation of this increased spending and circumvents conscious 

budgeting. This paper contributes to behavioural economics literature by contextualizing global theories of 

mental accounting and payment transparency within the UAE’s highly digitized, high-consumption economic 

environment, with special focus on Dubai. 

 

INTRODUCTION 

 

Over the last ten years, the UAE has rapidly and radically transformed its financial infrastructure, especially through 

government-led initiatives like the UAE Digital Government Strategy 2025. Combined with proliferation and rapid 

adoption of financial technology, the government initiative has led to rapid decline in the primacy of physical cash at 

the point-of-sale retail outlets (Al-Khouri, 2023). As per reports of the Central Bank of the UAE (2025), there has been 

a significant decline in the physical cash transactions while an exponential expansion of the UAE payment market is 

projected. This transition towards a cashless ecosystem is further expedited with the arrival of instant payment 

platforms like ‘Aani’ and the domestic card scheme ‘Jaywan’.   

 

While a cashless society offers various macroeconomic benefits like better transaction security, reduction in overhead 

expenditures of financial institutions involved in cash handling, and mitigation of illicit financial transactions (Rogoff, 

2016), there is a serious need to closely and empirically examine the microeconomic effect of this transition on 

individual consumer psychology. This transition to a cashless ecosystem basically transforms the tangible exchange of 

wealth through hard cash into an abstract experience, as the transaction only requires a localized biometric scan like 

Apple Pay or a simple tap of a contactless card.   

 

This paper seeks to address a critical aspect of this transition by looking into its impact on the young consumers aged 

16 to 30, in Dubai, in terms of financial discipline. This specific age group is selected because the retail sector and 

FinTech developers target this age group on priority basis. The key research questions targeted by this paper are the 

following: 

a) To what extent do cashless payment systems increase the frequency and magnitude of impulse purchases 

among the youth and young adults in Dubai? 

b) How does the abstraction of tangible cash transactions affect the financial discipline, mental accounting, and 

budgeting habits in a high-retail environment?  

 

Hypotheses  

Based upon the foundational theories of behavioural economics, this research paper tests the following hypotheses: 

Hypothesis 1: Compared to the consumers primarily using physical cash, the consumers using primarily cashless 

payment methods show a significant increase in their weekly discretionary spending.  
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Hypothesis 2: The frequency of using digital wallets like Apple Pay or Google Wallet shows a positive correlation with 

the frequency of self-reported impulse purchases.  

 

Literature Review  

This study is conducted within the theoretical framework of behavioural economics. There are three key strands to this 

framework- mental accounting, payment transparency and psychological friction associated with transfer of wealth.   

 

Mental Accounting and the ‘Pain of Paying’ 

Mental accounting as a concept was first introduced by Thaler (1985), and it argues that categorization and evaluation 

of economic transactions by an individual are largely based on subjective criteria rather than strict rational calculus. 

This concept provides the premise for the development of the ‘pain of paying’ theory (Loewenstein, 1998), transfer of 

hard physical cash has an immediate psychological cost associated with it. This psychological cost acts as a tangible 

friction that places a natural brake on overspending as the consumers are forced to evaluate the utility of an item against 

the depletion of resources that they can actually see and feel.  

 

This theory is further expanded in subsequent research by Soman (2001) through the introduction of the concept of 

‘payment transparency.’ His research shows an inverse correlation between the transparency of a payment mechanism 

and the propensity for expenditure. The less is transparency of payment mechanism or the less it feels like spending the 

actual money, the higher is the propensity to spend. Credit cards and later innovations like digital wallets create low 

payment transparency because the pleasure of consumption and pain of payment are temporally and physically 

separated.   

 

The Evolution of Frictionless Financial Transactions  

The emergence of FinTech solutions like mobile wallets and near-field communication technologies has minimized the 

friction of financial transactions. Studies show that credit card-using consumers are likely to spend more as compared 

to cash buyers, and they also have greater propensity to buy unhealthy and impulsive items like junk food (Thomas, 

Desai, and Seenivasan, 2011). A recent study , Meyll and Walter (2019), shows a lower level of financial literacy and a 

higher level of debt accumulation among the users of mobile payments, which suggests that gamified and seamless 

payment options offered by modern banking apps create a distance between the consumer and the reality of their 

financial status.  

 

The UAE Context of Increasingly Digitized Retail Market  

High consumer spending power and rapid digitization make the UAE a very relevant environment to study the impact 

of frictionless financial transactions on individual consumer spending habits. The total payment market of the UAE is 

dominated by the retail sector’s spending (Smith and Jones, 2024), and the youth population is driving the adoption of 

frictionless payment options like ‘Buy Now, Pay Later’ (BNPL) schemes and digital wallets. Although there is global 

literature linking digital payments with overspending, there is a paucity of empirical primary research focusing on the 

youth demographics in the unique socio-economic climate of Dubai, examining how the chosen behavioural economic 

theories manifest in their spending behaviour.  

 

The Budgeting Paradox  

The facilities offered by digital wallets present a very unique behavioural paradox. On one hand, their frictionless 

payment facility decreases financial discipline among the consumers; on the other hand, they also provide features like 

real-time transaction tracking and categorized digital receipts, theoretically promoting fiscal discipline. Digital tools 

facilitating budgeting by the consumers are referred to as the ‘robo-advising effect’ (D’Acunto et al. 2020). However, 

whether these financial tracking features make the youth of Dubai more disciplined or the benefits of tracking features 

are nullified by the ease of frictionless payments remains a key question that this study aims to answer in empirical 

terms.  

 

Methodology  

 

Research Design  

This research study uses a mixed-method design that is explanatory and sequential (Creswell & Cresswell, 2017). 

Divided into two phases, it gathers quantitative data in the first phase through a cross-sectional survey distributed 

among a selected sample group of Dubai residents. It is followed by qualitative data gathered through semi-structured 

interviews with a subset of the phase one respondents that explores the psychological factors explaining their self-

reported spending behaviour.  

 

Population and Sampling  

This study focuses on the youth and young adults living in Dubai. A sample of 150 participants was selected across 

three age groups, which included individuals from high School, universities, and early career professional hubs. A 

demographic profile was prepared for the participants, which included their age group, level as a student or 

professional, monthly income/allowance, and primary payment method.  
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Table 1: Demographic Profile of Phase 1 Respondents (N=150) 

 

Demographic 

Variable  

Category  Frequency  Percentage  

Age group  16-19 (High School) 45 30.0% 

20-24 (University) 70 46.7% 

25-30 (Young Professional) 35 23.3% 

Primary Payment 

Method  

Digital Wallets (Phone/Watch) 85 56.7% 

Contactless Physical Cards 40 26.7% 

Physical Cash  25 16.6% 

Average Monthly 

Income/Allowance  

Under AED 2000 50 33.3% 

AED 2000- AED 5000 60 40.0% 

Above AED 5000 40 26.7% 

 

Data Collection Instruments  

Quantitative Survey (Phase 1): Using Google Forms as a tool, a questionnaire consisting of 25 items was distributed 

among the selected participants. Besides multiple-choice questions, the questionnaire also included a 5-point Likert 

scale (1 = Strongly Disagree to 5 = Strongly Agree) to measure certain variables like perceived ease of use, frequency 

of unplanned or impulse purchases, and self-reported financial awareness. Initially a pilot study was conducted with 15 

respondents and subjected to a Cronbach’s alpha test to determine the internal consistency of data. This test produced a 

reliability coefficient of 𝛼 = 0.82, which indicated a high reliability (DeVellis, 2016).  

 

Quantitative Interviews: Among the subjects selected in phase 1, 12 participants were selected for approximately 20-

minute long, semi-structured interviews. Among these selected 12 participants, 8 were cashless users and 4 were 

physical cash users. The Interview questions were designed to gather specific instances of overspending, the tendency 

to check bank balances, and their perceptions of the value of money in both physical and digital forms.  

 

Ethical Considerations 

As the sample of participants also included minors below the age of 18 years, parental consent was obtained, while the 

remaining participants provided active informed consent. To further protect individual privacy and ensure 

confidentiality as per standard academic ethical guidelines, all the responses were anonymized with alphanumeric 

codes (e.g., P1, P2) assigned to all the participants.  

 

RESULTS AND FINDINGS  

 

Spending Propensity and Impulse Buying (Quantitative Findings) 

For analyzing the impact of mode of payment on consumer spending habits, the respondents were broadly categorized 

into ‘Cashless Group’ (which included the users of digital wallets and contactless cards, n1 =125) and ‘Cash Group’ (n2 

=25). Data pertaining to estimated average weekly discretionary spending on non-essential goods and services, along 

with instances of impulse buying, was collected from all the participants, and these figures were in UAE dirhams 

(AED).  

 

Table 2: Descriptive Statistics of Weekly Discretionary Spending and Impulse Purchases 

  

Metric  Cashless Group (n1 =125) Cash Group (n2 =25) 

Mean Weekly Discretionary 

Spending  

AED 420.50 AED 285.00 

Standard Deviation (Spending) AED 115.20 AED 65.40 

Mean Impulse Purchases per Week  4.2 Items 1.8 Items  

Standard Deviation (Impulse) 1.4 Items  0.8 Items  

 

https://ijbmv.com/


International Journal of Business, Management and Visuals (IJBMV), ISSN: 3006-2705 

Volume 9, Issue 2, July-December, 2026, Available online at: https://ijbmv.com  

4 

Hypothesis Testing 

 

Testing Hypothesis 1 (H1) (Discretionary Spending) 
Hypothesis 1 is evaluated through an independent two-sample t-test, which could determine the statistical significance 

of the difference in mean weekly discretionary spending. This test assumed unequal variances.  

Welch's t-test formula is: 

𝑡 =
𝑥̅1 − 𝑥̅2

√
𝑠1

2

𝑛1
+

𝑠2
2

𝑛2

 

Where: 

𝑥̅1 = 420.50, 𝑥̅2 = 285.00 

𝑠1 = 115.20, 𝑠2 = 65.40 

𝑛1 = 125, 𝑛2 = 25 

Calculation of standard error (𝑆𝐸): 

𝑆𝐸 = √
(115.20)2

125
+

(65.40)2

25
= √

13271.04

125
+

4277.16

25
 

𝑆𝐸 = √106.17 + 171.09 = √277.26 ≈ 16.65 

Calculation of the t-statistic: 

𝑡 =
420.50 − 285.00

16.65
=

135.50

16.65
≈ 8.14 

Calculation of Degree of Freedom:  

𝑑𝑓 =
(

𝑠1
2

𝑛1
+

𝑠2
2

𝑛2
)

2

(
𝑠1

2

𝑛1
)

2

𝑛1 − 1
+

(
𝑠2

2

𝑛2
)

2

𝑛2 − 1

 

Calculation of Numerator:                        (106.17 + 171.09)2 = (277.26)2 ≈ 76873.10 

 Denominator : 
106.172

124
+

171.092

24
=

11272.06

124
+

29271.78

24
= 90.90 + 1219.65 = 1310.55 

Plugging the value of numerator and denominator: 𝑑𝑓 =
76873.10

1310.55
≈ 58.65 

 

With a non-integer degree of freedom (𝑑𝑓 ≈ 58.65) , Microsoft Excel’s inverse t-distribution function for a two-tailed 

test was used to derive the critical t-value 𝑡𝑐𝑟𝑖𝑡 = 2.0006 , which was rounded to 2.001.   

 

As the t-value (8.14) is higher than critical t-value (2.001), the p-value is less than 0.001.  

 

These findings reject the null hypothesis and support hypothesis 1 which proposes that discretionary spending increases 

among consumers using cashless methods as compared to those using physical cash.  

 

Testing Hypothesis 2 (Positive Correlation between Cashless payments and Impulse Buying) 

Assessment of relationship between the frequency of digital wallet usage measured on 1 to 5 scale and the number of 

self-reported impulse buying per week is based Pearson correlation coefficient (r) for the entire sample (N=150).   

Statistical significance of this correlation is assessed through t-test, using the following formula :  

𝑡 =
𝑟√𝑁 − 2

√1 − 𝑟2
 

Where: 

 𝑟 = 0.68 (Pearson correlation coefficient) 

 𝑁 = 150 (Total sample size) 

𝑢𝑠𝑖𝑛𝑔 𝑡ℎ𝑒𝑠𝑒 𝑣𝑎𝑙𝑢𝑒𝑠 𝑖𝑛 𝑡ℎ𝑒 𝑎𝑏𝑜𝑣𝑒 𝑒𝑞𝑢𝑎𝑡𝑖𝑜𝑛, 𝑡ℎ𝑒 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑡 ≈ 11.28  

Degree of freedom in this case is 148 (𝑑𝑓 = 𝑁 − 2, 𝑎𝑛𝑑 𝑁 = 150) and two tailed alpha level of 𝛼 = 0.05 (two-tailed), 

giving a critical t-value of 𝑡𝑐𝑟𝑖𝑡 = 1.976 (approx.). As the t-value (𝑡 = 11.28) is much higher than the critical t-value 

(1.976), the p-value is less than 0.001.  

 

The findings support the second hypothesis that the use of digital wallets is positively correlated with frequency of 

impulse purchases.  

 

Qualitative Findings 

The responses gathered from 12 semi-structured interviews were subjected to thematic analysis, yielding three key 

themes:  
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Frictionless payment and abstraction of wealth.  

The most recurring idea during the interviews was the virtual nature of digital wallets that makes money feel less real. 

Ten interviewees mentioned that payments through digital wallet or contactless cards do not register in the mind of the 

consumer the same way as real cash would. Response of Participant 4, a 19-year-old university student, is 

representative of this view: ‘If I have a hundred dirham bill in my wallet, I will be hesitant to break it for a 20 dirham 

coffee, but with the same amount in digital wallet (Apple Pay on my watch), I won’t think twice before ordering a 40 

dirham beverage.’   

 

Budgeting Paradox caused by Notification Fatigue  

Although all the major digital apps offer expense tracking and notifications, participants seem to .Despite having access 

to advanced digital banking apps that track spending, participants rarely used them proactively. Instead, they reported 

"notification blindness." 

 

Participant 9 (Age 26, Professional): "My phone pings every time I tap my card. At first, it made me careful. Now, I 

get so many notifications from Talabat, Careem, and cafes that I just swipe them away without looking. I only check 

the actual app at the end of the month, and I'm always shocked by the total." 

 

Social Spending and Peer Ecosystems 

In Dubai's highly social, cafe-centric youth culture, the speed of digital payments facilitates peer-pressured spending. 

The ease of splitting bills digitally or quickly tapping at a drive-through removes the social awkwardness of counting 

cash, subtly encouraging collective overspending. 

 

DISCUSSION 

 

The empirical results of this study align robustly with the foundational behavioral economics literature, confirming that 

the abstraction of currency in a highly digitized economy significantly alters consumer psychology (Soman, 2001; 

Prelec & Loewenstein, 1998). 

 

The Disintegration of the Friction Barrier 

The data definitively supports the premise that cashless transactions successfully bypass the psychological "pain of 

paying." Because the modern checkout process in Dubai is reduced to a biometric scan requiring less than three 

seconds, the consumer is deprived of the cognitive processing time traditionally required to evaluate the utility of a 

purchase against their overarching budget constraint. The fact that the cashless cohort spent an average of AED 135.50 

more per week on discretionary items demonstrates that convenience directly cannibalizes financial discipline. 

 

Evaluating the Budgeting Paradox 

This study highlights a critical flaw in the assumption that digital banking naturally improves financial management. 

The "Budgeting Paradox" observed in the qualitative data reveals that the mere presence of data (transaction histories, 

categorized spending charts) is insufficient to curb impulse buying. Tracking requires active, intentional engagement, 

whereas digital spending is entirely passive and reactive. In a retail-optimized environment like Dubai, the 

psychological ease of frictionless spending overwhelmingly outpaces the cognitive discipline required to utilize digital 

tracking tools (Meyll & Walter, 2019). 

 

Limitations and Future Research 

While this study provides valuable empirical insights, several limitations must be acknowledged: 

 

1. Sample Constraints: The sample size of 150 is statistically sufficient for preliminary t-tests but represents a 

relatively narrow slice of Dubai’s diverse population. The reliance on convenience sampling may introduce 

selection bias, skewing toward individuals with higher baseline tech-literacy. 

2. Self-Reported Metrics: Discretionary spending figures were self-reported via surveys rather than extracted from 

objective banking ledgers. This introduces the potential for recall bias, where participants either underestimate their 

spending to appear more responsible or overestimate it due to a recent large purchase. 

 

Future Research Directions: Future studies should attempt to collaborate with UAE financial institutions to analyse 

anonymized, objective POS transaction data over a longitudinal period. Furthermore, as the Central Bank of the UAE 
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progresses toward implementing a Central Bank Digital Currency (CBDC), analysing how state-backed digital 

currencies alter perceptions of money's intrinsic value will be a vital area of study. 

 

CONCLUSION AND RECOMMENDATIONS 

 

This research conclusively demonstrates that the widespread adoption of cashless payment systems in Dubai exerts a 

profound, quantifiable impact on the spending habits of youth and young adults. By systematically eliminating the 

friction and psychological pain associated with physical cash transactions, digital wallets significantly increase both the 

frequency of impulse purchases and total discretionary expenditure. 

As the UAE continues its strategic trajectory toward a fully cashless, hyper-connected economy by 2031, 

acknowledging the behavioural side effects of this transition is paramount. It is highly recommended that secondary 

and tertiary educational institutions in the UAE integrate behavioural financial literacy into their curricula. Teaching 

students not just how to budget but also educating them on the psychological mechanisms that retail environments use 

to exploit frictionless payment systems is critical. Furthermore, FinTech developers should explore the implementation 

of "positive friction"—such as customizable cool-down periods for non-essential transactions or mandatory biometric 

re-authentication for purchases exceeding daily limits—to reintroduce conscious financial decision-making into the 

digital consumer experience. 
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