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Abstract 

This is an original study that evaluates how credit card use impacts consumer spending 

patterns, to better understand the impact of credit as an influencing factor in their spending behaviour 

and financial decision making. In today’s world of shifting digital payments, credit cards are one of the 

most impactful instruments of finance, affecting consumer spending behaviour unlike anything before. 

The study is specifically focused on evaluating consumer spending patterns as they relate to important 

variables including credit card use, consumers' knowledge of fees associated with credit card use, and 

payment types. The research employed a descriptive research design and collected primary data 

through a structured questionnaire administered to a sample of 75 credit card users, using a purposive 

sampling technique. Secondary data were collected from banking-related journals, research articles, 

reports, and various other online and offline resources. Percentage analysis was used to analyze the 

demographic makeup and usage patterns of consumers; mean score analysis was used to analyze and 

interpret data from Likert scale responses; and chi-square tests were used to analyze the relationship 

between credit card usage and spending patterns. The analysis found that the convenience of payment 

(ease), the incentives offered to the consumer (rewards), and the availability of an EMI facility were 

the three reasons consumers felt most induced to spend more with credit than without; however, 
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1 Introduction of the Study:  

The world of finance has changed a lot over the last 30 years because of technology and having 

fewer restrictions on money being used around the world. A major area where we have seen change is 

in how people pay for things by consumers moving away from cash payments and now using more 

digital and card payments. The credit card is one of the most popular ways for consumers to buy things 

quickly and at a later date. 
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The credit card market in India has grown rapidly over the last decade, as a result of greater 

access to banking and ecommerce, as well as increased income levels. The number of credit cards 

issued in the country rose dramatically between 2010 and 2023, and as a result, the amount of 

transactions using these cards has also increased significantly. As such, credit cards have become 

increasingly popular as a payment method for consumers in India. The consumer-behavioural aspect of 

credit card usage has a positive correlation with greater levels of consumer spending. The ―credit card 

effect‖ is a psychological effect that shows an individual will spend more when they use a credit card 

than when they use cash because of the decreased experience of paying (psychological pain) and the 

fact that they do not have to pay for their purchase until after they receive their bill. This change in 

behaviour has important implications for how consumers manage their finances and the overall 

economy. 

1.1 STATEMENT OF THE PROBLEM 

Consumer buying habits have been greatly impacted by the increasing use of credit cards. Due 

to their easy access to credit and deferred payment alternatives, credit cards drive higher levels of 

spending even while they provide convenience, flexibility, and incentives like rewards and cashback. 

  Many consumers use credit cards as an extension of their income, allowing them to make 

purchases that are beyond their immediate means. This frequently results in impulsive purchases and 

expenditures, particularly when motivated by incentives and promotional offers. The risk of debt 

growth and financial stress is further increased by consumers' lack of financial literacy about interest 

rates, fines, and payback periods. Studying how credit card usage influences consumer buying 

behavior becomes crucial in this environment, especially in urban areas like Chennai. 

1.2 NEED FOR THE STUDY 

 Increasingly more individuals are using credit cards today than ever before, and there has been 

an increase in the amount of money that consumers spend on credit cards. As credit cards continue to 

be an integral part of everyday purchases, there are greater risks associated with consumers exceeding 

their spending limits and accumulating too much debt. 

Many users do not understand all of the costs associated with credit cards, such as interest rates 

and fees; therefore, it is important to address this lack of understanding to encourage responsible 

financial behaviour. Chennai has a diverse demographic, a booming IT sector, and has seen a 
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tremendous increase in the use of digital payment systems making it an ideal metropolitan area to 

study both the changing nature of credit card usage and its corresponding impact on behaviour. The 

proposed study will provide information that will help financial institutions create better products, help 

policymakers develop better protections for consumers, and improve financial literacy among users. 

1.3 OBJECTIVES OF THE STUDY 

 To examine the frequency and purpose of credit card usage. 

 To analyse the impact of rewards and promotional offers on spending behaviour. 

 To assess awareness of credit card charges and financial literacy levels. 

 1.4 SCOPE OF THE STUDY 

This research is confined to Chennai credit card Users and exclusively investigates their credit 

card usage behaviour. It does not take into account the usage of other payment methods like UPI, debit 

card, or cash. The study will look to evaluate certain measurement dimensions of credit card usage 

behaviour such as; trends of use, the influence of promotions on users, how financially aware credit 

card users are, repayment of credit, as well as issues faced by credit card users. A sample size of 100 

respondents will be surveyed and the method employed in collecting data will be a structured 

questionnaire between January 2024 and March 2025.  

1.5 LIMITATIONS OF THE STUDY 

Geographical Limitation: The study is restricted to Chennai and may not represent other 

regions. Sample Size: The sample of 100 respondents may not fully reflect the entire population. Self-

Reporting Bias: Responses may be influenced by social desirability Cross-Sectional Nature: The study 

does not capture behavioural changes over time. Dynamic Market Conditions: Rapid changes in the 

financial sector may affect the relevance of findings over time. 

 2. Scholarly Review 

Urban economies are changing consumer spending patterns due to increased credit card usage. 

Credit card purchase trends are increasing at an alarming rate and creating major shifts from cash 

purchases to digital-based purchasing in large cities. According to R.B.I., credit cards are one of the 

main drivers of this change in India towards becoming a more digitally connected economy, while at 
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the same time indicating some potential risks related to impulse buying and growing levels of 

consumer debt from easy-to-obtain credit lines. 

Numerous studies of consumer behaviour show credit cards promote higher spending. For 

example, Akela (2020) found that the ability to make purchases using credit cards without paying 

immediately (deferred payment) and the lower psychological pressure associated with deferred 

payment leads to consumers increasing their spending, especially on discretionary items, beyond what 

they planned or intended to spend; therefore, Abdul-Muhmin (2010) indicates credit cards are being 

used more frequently for larger dollar value purchases due to the reduced perception of additional 

financial responsibility. This effect is supported by the "pain of paying" theory. 

Financial literacy is seen to be an important contributor to credit card use. According to Chen, Yu 

and Sun (2023), consumers with a higher level of financial literacy are likely to pay their balances in 

full and be bare from interest charges, while individuals with a lower level of financial literacy tend to 

accrue debt and experience financial stress. This demonstrates the role of financial literacy on the 

moderating of spending behaviour. The psychological and demographic characteristics of consumers 

have an important impact on their credit card behaviour. For example, Ahmed and Amanullah (2009) 

found that younger, educated consumers are more likely to use credit cards because they perceive them 

as more convenient and having more status. Furthermore, Kumudhini (2018) found that when 

consumers have a positive attitude toward using credit cards, as evidenced by receiving rewards from 

using their credit card combined with the convenience they offer, they tend to use those credit cards 

more often and spend more money when using those credit cards. 

In addition, you cannot ignore the impact of the use of incentives through digital platforms. Zhao, 

Peng and Li (2022) found that when young consumers have access to credit, are offered promotions, 

and are stimulated by their social networks, it increases their propensity to make impulsive purchases 

online. The breadth of literature shows that while Credit Cards Improve Convenience and Increase 

Purchasing Power, They Also Create Higher Spending, Impulse Buying, and may Lead to Financial 

Mismanagement for Many Users with Lower Levels Of Financial Literacy. 

3 RESEARCH METHODOLOGY 

3.1 INTRODUCTION TO RESEARCH METHODOLOGY 
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Research methodology refers to the systematic procedures used for data collection, analysis, 

and interpretation. This study adopts a quantitative, empirical approach based on the positivist 

paradigm, using structured questionnaires and statistical analysis to examine measurable variables such 

as spending behaviour, awareness, and repayment patterns. A descriptive cum analytical design is used 

to both describe and analyse relationships among variables. 

3.2 RESEARCH DESIGN 

The study follows a descriptive and cross-sectional design. Descriptive tools (percentages, 

means) summarise respondent characteristics, while analytical tools (paired t-test, ANOVA, 

regression, correlation) examine relationships and differences. Data represents a single time period 

snapshot. 

3.3 SOURCES OF DATA 

Primary data was collected through structured questionnaires from credit card users in 

Chennai. Secondary data includes journals, reports (e.g., Reserve Bank of India), and academic 

sources. 

Section Details 

3.4 Population and 

Sample 

Target population consists of credit card users in Chennai. Sample size is 100 

respondents, considered adequate for statistical analysis and representing diverse 

demographics. 

3.5 Sampling 

Method 

Combination of purposive sampling (only credit card users) and convenience 

sampling, conducted across malls, IT hubs, and public places. 

3.6 Research 

Instrument 

Structured questionnaire with six sections: demographics, usage, spending, 

awareness, repayment, and rewards. Uses a 5-point Likert scale (1–5). 

3.7 Variables of the 

Study 

Dependent variables: Spending increase, impulse buying, budget impact, usage 

frequency.  

Independent variables: Demographics, rewards influence, awareness, repayment 

behaviour. 

3.8 Statistical Tools 

and Techniques 

Descriptive statistics (mean, percentage), Paired t-test (p < 0.05), ANOVA (group 

differences), Multiple regression (predictors, R²), and Pearson correlation (r) for 

relationships. 
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4. Analysis and Interpretation 

4.1. Objective 1: To examine the frequency and purpose of credit card usage. 

Regression Statistics 

Multiple R 0.261503 

R Square 0.068384 

Adjusted R Square 0.039271 

Standard Error 1.162926 

Observations 100 

ANOVA  

  df MS F Significance F 

Regression 3 3.17665 2.348906 0.077342 

Residual 96 1.35239 

Total 99   

  Coefficients t Stat P-value 

Intercept 2.1267 3.6461 0.0004 

Reward Points 0.2386 1.9336 0.0561 

Motivation to use credit cards 0.0873 0.6666 0.5065 

Frequency 0.0087 0.0668 0.9468 

Table 4.1: Frequency and purpose of credit card usage. 

4.2. Objective 2: To analyse the impact of rewards and promotional offers on spending 

behaviour. 

Regression Statistics 

Multiple R 0.386409 

R Square 0.149312 

Adjusted R Square 0.131772 

Standard Error 0.968297 

Observations 100 

ANOVA  

  df MS F Significance F 
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Regression 2 7.9814 8.5126 0.0003 

Residual 97 0.9375 

Total 99   

  Coefficients t Stat P-value 

Intercept 1.8411 5.9175 4.92E-08 

Credit card usage 0.3309 2.8814 0.0048 

Impulse purchases  0.0539 0.5149 0.6077 

Table 4.2: Promotional offers on spending behaviour. 

4.3. Objective 3: To assess awareness of credit card charges and financial literacy levels. 

  Credit card 

bill 

Credit card debt budget 

Mean 1.97 3.03 

Variance 0.958687 1.079899 

Observations 100 100 

Pearson 

Correlation 

0.070385 

Hypothesized 

Mean Difference 

0 

df 99 

t Stat -7.69947 

P(T<=t) one-tail 5.25E-12 

t Critical one-tail 1.660391 

P(T<=t) two-tail 1.05E-11 

t Critical two-tail 1.984217 

Table 4.3: Financial literacy levels. 

Objective Key Variables 

/ Data 

Statistical 

Evidence 

Results Interpretation (Link to 

Research Theme) 

Objective 1: 

Analyse 

frequency & 

Usage 

Frequency: 

Monthly 

Descriptive 

statistics 

Majority are 

regular users; 

credit cards 

High frequency usage indicates 

that credit cards are deeply 

integrated into daily financial 
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purpose of 

credit card 

usage 

(35%), Weekly 

(32%), Daily 

(18%)  

Purpose: 

Online 

shopping 

(38%), Bill 

payments 

(25%), Daily 

expenses 

(18%) 

widely used for 

online and 

routine expenses 

behaviour in Chennai. The 

dominance of online shopping 

reflects the digital consumption 

culture, which increases exposure 

to offers and ease of spending, 

thereby contributing to higher 

overall expenditure. 

Objective 2: 

Examine 

influence of 

rewards & 

promotional 

offers 

Discounts & 

offers (β = 

0.333, p = 

0.0043)  

Reward points 

(β = 0.147, p = 

0.174 – not 

significant)  

Correlation: 

Rewards vs 

impulse (r = 

0.253) 

Multiple 

regression 

& 

correlation 

Discounts 

significantly 

increase 

spending; 

rewards have 

weaker effect 

Promotional offers act as a 

primary driver of increased 

spending behaviour. Consumers 

in Chennai are more influenced 

by immediate monetary benefits 

(discounts) than long-term 

rewards, leading to impulsive and 

unplanned purchases. This 

supports the idea that marketing 

strategies directly stimulate 

higher credit-based consumption. 

Objective 3: 

Assess 

awareness of 

credit card 

charges 

Awareness vs 

timely payment 

(r = 0.322)  

Late penalty 

awareness vs 

payment (r = 

0.387) 

Correlation 

analysis 

Moderate 

positive 

relationship 

between 

awareness and 

repayment 

behaviour 

Financial awareness improves 

responsible usage, but not enough 

to fully control spending. Even 

informed users continue to spend 

more, showing that behavioural 

factors override knowledge. This 

indicates that while awareness 

reduces risk, it does not eliminate 

the spending impact of credit 

cards. 
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 Table 4.4: Integrated Analysis 

4.5. Integrated Discussion of Findings across all objectives 

The combined analysis clearly shows that credit card usage significantly influences consumer 

spending behaviour in Chennai. Frequent usage and integration into daily transactions increase 

exposure to spending opportunities. Promotional offers—especially discounts emerge as the strongest 

factor driving increased expenditure, encouraging impulsive purchases. Although financial awareness 

promotes better repayment behaviour, it does not significantly reduce spending tendencies. Thus, the 

findings confirm that credit cards not only facilitate transactions but actively shape consumer 

behaviour by increasing spending, particularly through psychological and promotional triggers. 

 5 CONCLUSION 

The present study on ―Impact of Credit Card Usage on Customer Spending Behaviour in 

Chennai” provides important insights into how credit cards influence consumer financial behaviour in 

an urban Indian context. 

5.1 Major Findings 

The analysis reveals that credit card usage significantly increases consumer spending 

behaviour, with respondents showing moderate agreement (mean ≈ 3.09) that their spending rises due 

to credit card usage. This aligns with the findings of Akela (2020) and Abdul-Muhmin (2010), who 

highlight that deferred payment and reduced ―pain of paying‖ encourage higher expenditure. A strong 

relationship between credit card usage and impulse purchasing behaviour was observed (t = -15.184, p 

< 0.05), supported by a high positive correlation (r = 0.623). This confirms earlier research by Chen, 

Yu, & Sun (2023), which emphasizes behavioural tendencies linked to credit usage. 

Promotional factors, particularly discounts and offers (β = 0.333, p < 0.05), were found to be 

the most significant drivers of increased spending, whereas reward points had no significant 

independent impact. This supports Zhao, Peng, & Li (2022), who identify promotional incentives as 

key triggers for impulsive consumption. 

Interestingly, demographic variables such as income, education, and occupation did not 

significantly influence spending behaviour (p > 0.05), indicating that credit card-induced spending is 

largely driven by psychological and behavioural factors rather than socio-economic characteristics. 
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Additionally, even financially disciplined users reported budget pressure due to credit card usage, 

highlighting that increased spending translates into financial strain despite timely repayments. 

 5.2 Suggestions 

For the Government and Regulators, like the Reserve Bank of India (RBI), current financial 

literacy programs must be expanded to include emphasis on helping consumers understand their credit 

cards' interest rates; penalties; and how to use credit cards responsibly. Stricter regulations on how 

promotional offers can be presented to consumers will be important to address misleading advertising; 

and ensure better transparency with regard to credit card terms and conditions. 

Banks and Credit Card Companies need to adopt responsible lending practices, including 

independent spending alerts; budgeting tools; etc. to help consumers manage their spending. 

Furthermore; responsible marketing strategies must be adopted by financial institutions to reduce 

irresponsible spending behaviours and increase mindful financial decisions made by consumers. From 

a consumer's perspective, avoid the temptation of making impulse purchases based on store discounts 

or promotions. Consumers must also understand the "actual" cost of credit, and always pay all bills on 

time and in full to prevent increasing their total debt load through additional interest charges. This 

study shows that credit cards serve dual purposes, as a convenient means of accessing funds and as an 

instrument that encourages increased consumer spending. While credit cards allow for increased levels 

of purchasing power and provide additional flexibility with cash flow, they tend to encourage 

impulsive buying behaviours and higher levels of spending due to promotional activity. 
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