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Abstract 

The COVID-19 pandemic has had a profound and transformative impact on global economies, 

public health systems, and day-to-day societal functions. One of the most significant shifts 

during this period has been the acceleration of digital payments, as both individuals and 

businesses sought contactless methods to complete transactions in an effort to minimize the 

spread of the virus. As traditional forms of payment, particularly cash, posed challenges due to 

the risks of surface contamination and the need for physical proximity, governments worldwide 

quickly recognized the critical role of digital payment systems in maintaining economic 

activity while adhering to health and safety protocols. This paper explores the multifaceted role 

of government policies in facilitating the widespread adoption of digital payment methods 

during the COVID-19 crisis. The study examines key policy initiatives implemented across 

various countries, such as regulatory reforms, subsidies, financial inclusion strategies, and 

public education campaigns, and evaluates their effectiveness in encouraging the use of digital 

payment systems. The paper also investigates the broader socio-economic impacts of these 

policies, particularly in fostering financial inclusion and enhancing the resilience of the digital 

economy. Through a comprehensive review of academic literature, government reports, and 

international case studies, this research provides valuable insights into how government action 

played a pivotal role in shaping the future of digital payments during the pandemic and offers 

recommendations for continuing these efforts beyond the crisis. By analyzing the successes 

and challenges of government policies in promoting digital payments, the paper highlights the 

essential need for coordinated efforts in policy design, technological infrastructure, and public 

engagement to ensure a seamless transition to a cashless society, particularly in the post-

pandemic world. 

Keywords: COVID-19, digital payments, government policies, financial inclusion, regulatory 

reforms, mobile payments, UPI, financial technology. 

 

Introduction 

The COVID-19 pandemic, which began in late 2019, rapidly evolved into one of the most 

disruptive global events of the 21st century, affecting not only public health systems but also 

economies, industries, and individual behaviors. As governments-imposed lockdowns, social 

distancing measures, and restrictions on movement, the pandemic necessitated a rapid shift in 

how people conducted daily activities, including financial transactions. In particular, the use of 

physical cash came under scrutiny due to concerns over contamination and the challenges it 

posed in maintaining social distancing. This led to an accelerated adoption of digital payment 

methods, offering a contactless and safer alternative to traditional monetary exchanges. 

Digital payment systems, such as mobile wallets, online banking, and digital currencies, 

became pivotal in sustaining economic activity during the crisis. They facilitated remote 
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transactions, allowed businesses to continue operations, and enabled governments to deliver 

financial support to citizens and businesses through various stimulus programs. The adoption 

of digital payments was further supported by the growing penetration of smartphones, internet 

connectivity, and technological advancements in payment systems, all of which had already 

been progressing in many regions before the pandemic. 

In this context, government policies played a crucial role in facilitating and promoting the 

transition to digital payments during the pandemic. Governments not only encouraged the use 

of digital payment systems but also enacted measures to improve accessibility, protect 

consumers, and stimulate the adoption of these technologies. These policies ranged from 

reducing transaction fees and offering tax incentives to enhancing digital infrastructure and 

providing public awareness campaigns on the benefits of digital transactions. 

This paper aims to investigate the role of government policies in promoting digital payments 

during the COVID-19 pandemic. Specifically, it explores the various strategies adopted by 

governments across different regions, their impact on the adoption of digital payment systems, 

and the challenges encountered in ensuring the inclusivity and security of these systems. By 

examining case studies from both developed and developing economies, the paper seeks to 

provide a comprehensive understanding of how policy interventions can foster the growth of 

digital payments in times of crisis. Furthermore, it considers the long-term implications of these 

policies on the future of digital payments and the evolution of the financial ecosystem beyond 

the pandemic. 

The analysis draws on academic literature, government reports, and real-world examples to 

highlight key insights and provide recommendations for strengthening the role of digital 

payments in a post-COVID world. Through this exploration, the paper contributes to the 

broader discourse on financial inclusion, economic resilience, and the digital transformation of 

payment systems. 

 

Literature Review 

The COVID-19 pandemic has expedited the transition to digital payment systems across the 

globe. With a sudden shift in consumer behavior, the adoption of digital payment methods 

surged as individuals and businesses sought to avoid physical contact during transactions. 

Several studies have examined this phenomenon, exploring the role of government policies, 

technological advancements, and the impact of digital payment adoption on both the economy 

and society. This literature review synthesizes key findings from academic articles, government 

reports, and international case studies that highlight the importance of government intervention 

in promoting digital payments during the pandemic and the challenges associated with this 

rapid digital transition. 

Digital Payments as a Response to COVID-19 

The rise in digital payment adoption during the pandemic is well-documented. According to 

the World Bank (2020), the global financial system experienced a marked shift in consumer 

payment behavior, with digital payments becoming the preferred mode of transaction, 

especially in countries with robust internet connectivity and mobile phone penetration. As cash 

transactions declined due to the perceived health risks associated with physical currency, 

governments and financial institutions began to emphasize digital methods to ensure continued 

economic activity and social distancing measures. Wang and Han (2021) argue that this 

acceleration in digital payments was not merely a temporary adjustment but part of a broader 

shift towards a cashless society that is likely to persist long after the pandemic. 

In regions like the European Union, the United States, and Asia, digital payments became an 

essential tool for both businesses and consumers. The European Central Bank (2020) reported 

that electronic payments became the dominant method for transactions across the euro area, 

with mobile payment systems, e-commerce platforms, and digital wallets seeing a significant 

Cuest.fisioter.2024.53(2):715-722 716 



Vivek Sharma, Dr. Aamir 

Aijaz Syed  

 
,  

Role of Government Policies in Promoting 

Digital Payments during COVID-19 
 

 
 

  
 

increase in use. Similarly, in the United States, research by the Federal Reserve (2020) showed 

that digital payments had become central to not only retail purchases but also government relief 

programs, where benefits were delivered through digital means to ensure a faster and safer 

distribution of resources. 

Government Policies Facilitating Digital Payment Adoption 

Government intervention was critical in driving the widespread adoption of digital payments 

during the COVID-19 crisis. Several policy strategies were deployed to facilitate this transition, 

including regulatory reforms, financial incentives, and public education campaigns. 

1. Regulatory Reforms and Financial Support 

Governments took steps to relax or modify regulatory frameworks to support the growth of 

digital payments. In India, for example, the Reserve Bank of India (RBI) reduced transaction 

fees and introduced measures to make the digital payment process more seamless for 

consumers and merchants (RBI, 2020). Such policies were aimed at making digital payment 

systems more accessible to a wider range of individuals and businesses. Additionally, in 

countries like China, the government encouraged the use of mobile payment platforms like 

Alipay and WeChat Pay through tax incentives and by integrating these systems into 

government services, ranging from welfare programs to healthcare (Zhou, 2020). 

Similarly, in the United States, the Federal Reserve accelerated its plans to introduce a real-

time payment system called "FedNow" to enable instant payments. This move was aimed at 

addressing delays and inefficiencies in the traditional payment system, which had become more 

pronounced during the pandemic (Federal Reserve, 2020). By reducing barriers to entry for 

new digital payment technologies, these policy measures promoted faster, more secure, and 

scalable payment solutions. 

2. Financial Inclusion and Accessibility 

Financial inclusion was another central focus of government policies during the pandemic. In 

many developing countries, digital payment systems were seen as a means to increase access 

to financial services for underbanked populations. Kiptugen (2020) highlights how mobile 

money services, such as M-Pesa in Kenya, were leveraged by governments to enhance financial 

inclusion during the crisis. In rural areas where access to physical bank branches was limited, 

mobile payments became a vital tool for both receiving financial aid and conducting everyday 

transactions. The Kenyan government’s partnership with M-Pesa helped facilitate the 

disbursement of social safety net funds, demonstrating how digital payments can bridge the 

financial inclusion gap during emergencies. 

Governments in Latin America, such as Brazil, introduced financial inclusion programs that 

provided low-income individuals with access to digital payment accounts through partnerships 

with financial institutions. The Brazilian Central Bank (2020) reported that these initiatives 

were crucial in allowing citizens to access government-issued relief payments digitally, thereby 

ensuring that financial aid reached the most vulnerable populations. 

3. Public Awareness Campaigns 

To complement these policy changes, governments also launched public awareness and 

education campaigns aimed at informing citizens about the benefits and security of digital 

payment systems. The Australian Government (2020) worked closely with financial 

institutions to promote the use of contactless payment technologies and digital wallets. These 

campaigns were particularly important in reaching populations unfamiliar with digital payment 

systems, such as older adults and those living in rural areas. By increasing awareness and 

providing support for digital payment adoption, governments helped foster greater public trust 

in these technologies during the pandemic. 

Challenges in the Promotion of Digital Payments 

Despite the success of these policies, several challenges emerged in the widespread adoption 

of digital payments. One of the key issues was digital literacy. As highlighted by Lee (2021), 
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there was a significant disparity in the ability of different populations to engage with digital 

payment platforms. In many developing countries, limited access to smartphones, internet 

connectivity, and technological infrastructure remained a barrier for large sections of the 

population, particularly in rural areas. For older populations, the adoption of digital payment 

systems was hindered by a lack of familiarity with new technologies, posing a challenge for 

governments in their efforts to reach these demographic groups. 

Another significant barrier was cybersecurity and fraud concerns. As the volume of digital 

payments grew, so did the risks associated with cybercrime. The European Central Bank (2020) 

reported an increase in fraudulent activities related to online payments during the pandemic, 

with malicious actors taking advantage of the rapid digital transition. As a result, governments 

had to quickly address issues related to data privacy and cybersecurity by strengthening 

regulations and providing guidelines for the secure use of digital payment platforms. 

Furthermore, the rapid adoption of digital payments highlighted the need for inclusive policies 

that cater to the unbanked and those with limited access to technology. Governments had to 

balance promoting digital payments with ensuring that no segment of the population was left 

behind due to infrastructural or technological limitations. 

 

Impact of Government Policies on Digital Payment Adoption 

Government policies have had a profound impact on the adoption and widespread use of digital 

payments, especially during the COVID-19 pandemic. These policies have shaped the digital 

payment landscape by addressing issues related to accessibility, security, trust, and 

infrastructure. As digital payments became a necessity for both individuals and businesses 

during the pandemic, government initiatives played a central role in ensuring that digital 

payment systems were not only adopted quickly but also effectively integrated into the daily 

routines of citizens and businesses. This section explores the impact of key government policies 

on digital payment adoption, examining the successes and challenges faced during their 

implementation. 

Increased Adoption through Regulatory Reforms 

One of the most significant impacts of government policies on digital payment adoption was 

the acceleration of regulatory reforms designed to encourage digital transactions. In many 

countries, these reforms aimed to streamline and simplify the process of digital payments, 

making them more accessible to a wider audience. By relaxing regulatory barriers, reducing 

fees, and increasing the availability of digital payment solutions, governments provided the 

necessary environment for digital payments to flourish. 

In India, for instance, the Reserve Bank of India (RBI) introduced several measures that 

promoted the use of digital payment systems. Among these, the reduction of transaction fees 

and the expansion of the Unified Payments Interface (UPI) were particularly impactful. UPI, a 

real-time payment system, saw a surge in use as it became more widely available to both 

consumers and merchants. According to the National Payments Corporation of India (NPCI, 

2021), UPI transactions doubled from 1.3 billion transactions in January 2020 to over 2.6 

billion transactions by December 2020. This growth was largely driven by government policies 

that facilitated the wider adoption of UPI, including reducing merchant fees and providing 

incentives for using digital wallets. 

In the European Union, the European Central Bank (2020) implemented measures that 

enhanced the efficiency and security of digital payments. The EU’s regulatory framework, 

including the revised Payment Services Directive (PSD2), required financial institutions to 

adopt stronger authentication methods and opened up the market to non-bank payment 

providers. These measures helped increase competition and innovation in the digital payment 

sector, fostering an environment that encouraged both consumers and businesses to adopt 

digital payment systems. 
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Similarly, in the United States, the Federal Reserve’s push for real-time payments through the 

"FedNow" system has had a significant effect on the speed and accessibility of digital 

payments. With the rise of e-commerce and online services, the need for faster, secure 

transactions became more pressing. The introduction of FedNow is expected to further increase 

the adoption of digital payments by offering instant payments, thereby reducing transaction 

delays and inefficiencies that could otherwise discourage consumers and businesses from 

relying on digital platforms (Federal Reserve, 2020). 

Financial Incentives and Subsidies 

Government policies that offered financial incentives and subsidies were another key factor 

driving the adoption of digital payments. These incentives included tax breaks for businesses 

that adopted digital payment solutions, direct financial incentives for consumers to use digital 

platforms, and subsidies to reduce the cost of transaction fees for small businesses. 

For example, in South Korea, the government provided incentives to promote the use of digital 

payments, offering cash rewards for consumers who made purchases using mobile payment 

apps like Kakao Pay and Naver Pay (Lee, 2021). This strategy not only encouraged consumers 

to transition to digital payment methods but also boosted the overall usage of mobile wallets, 

which became an integral part of daily transactions during the pandemic. The financial 

incentives helped increase consumer engagement with digital payment systems, as people were 

motivated to earn rewards through their everyday purchases. 

In China, the government’s support for mobile payment platforms such as Alipay and WeChat 

Pay through regulatory encouragement and partnerships with businesses enabled rapid 

adoption. Zhou (2020) highlights how the Chinese government’s integration of digital payment 

systems into its social welfare programs—by disbursing government benefits through mobile 

wallets—significantly contributed to the broader acceptance of digital payments. The 

incentives not only allowed the government to efficiently distribute relief funds but also 

familiarized citizens with digital payments, making it a widely accepted practice. 

Public Education and Awareness Campaigns 

Government-led public education campaigns played a crucial role in fostering trust and 

encouraging the use of digital payment systems. In countries where cash was traditionally the 

dominant payment method, the shift to digital payments required substantial efforts to inform 

citizens about the benefits and security of digital transactions. Governments around the world 

launched awareness campaigns to help individuals understand how to use digital payment 

platforms safely and securely. 

In Australia, the government collaborated with financial institutions and fintech companies to 

promote the use of digital wallets and contactless payments. The Australian Government's 

efforts focused on educating the public about the convenience and safety of using digital 

payment methods, particularly in a time when physical interactions were limited due to the 

pandemic (Australian Government, 2020). Similarly, in the United Kingdom, the Financial 

Conduct Authority (FCA) worked to raise awareness about the potential of digital payments to 

help individuals and businesses during the pandemic, addressing concerns about fraud and 

security while also emphasizing the need for digital literacy. 

These educational efforts proved essential in building public confidence in digital payment 

systems. They targeted both consumers and businesses, ensuring that users understood how to 

navigate digital platforms and encouraging businesses to adopt digital payment solutions. In 

countries with large unbanked or underbanked populations, such as India and Brazil, the 

government’s efforts were particularly important in encouraging financial inclusion through 

the use of digital payments (Brazilian Central Bank, 2020). 
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Impact on Financial Inclusion 

One of the most profound impacts of government policies on digital payment adoption has 

been the enhancement of financial inclusion. By promoting digital payments, governments 

were able to extend financial services to underserved populations, especially those in rural 

areas, the elderly, and low-income individuals. 

In Brazil, for instance, the government worked with financial institutions to offer no-cost digital 

payment accounts to low-income individuals, allowing them to access social benefits, make 

transactions, and participate in the broader digital economy (Brazilian Central Bank, 2020). 

The Brazilian government’s initiative enabled millions of people who previously had limited 

or no access to banking services to engage in digital financial transactions. 

Similarly, in Kenya, the widespread use of mobile money services like M-Pesa, supported by 

government initiatives, allowed individuals in rural areas to receive payments and make 

transactions without needing to visit a physical bank. During the pandemic, M-Pesa became an 

essential tool for economic survival, helping people access government relief funds and support 

small businesses in the absence of traditional banking infrastructure (Kiptugen, 2020). 

Challenges and Limitations 

Despite the successes of government policies in promoting digital payments, several challenges 

persisted. As noted earlier, digital literacy and accessibility remained significant barriers to 

widespread adoption. Governments had to ensure that all segments of the population, especially 

vulnerable groups, had the knowledge and tools needed to engage with digital payment 

systems. In many developing countries, internet connectivity and access to smartphones 

remained uneven, making it difficult for all citizens to adopt digital payment methods. 

Cybersecurity was another challenge. As the volume of digital transactions increased, so did 

the risk of fraud and data breaches. Governments had to implement robust cybersecurity 

measures and strengthen regulations to protect users from cyber threats. While many countries 

introduced laws to safeguard against fraud, the rise in digital payments also highlighted the 

need for continuous improvements in security protocols. 

 

Conclusion 

The COVID-19 pandemic has been a pivotal moment in accelerating the global shift toward 

digital payments, fundamentally transforming the way individuals and businesses engage in 

financial transactions. Governments worldwide have played a central role in this transition by 

implementing policies that encouraged the adoption of digital payment systems. From 

regulatory reforms that reduced barriers to entry, to financial incentives and public awareness 

campaigns, these policies not only supported economic continuity during the pandemic but also 

laid the foundation for the continued growth of digital payments. 

Government interventions were crucial in making digital payment systems more accessible and 

secure. By reducing transaction fees, offering financial support to businesses, and promoting 

financial inclusion, governments helped millions of people adopt digital payment technologies 

many for the first time. For underserved populations in rural areas or low-income communities, 

digital payments became an essential tool for receiving government aid and engaging in 

economic activities without physical interaction. 

However, the transition to digital payments was not without challenges. Issues such as digital 

literacy, limited access to technology, and cybersecurity concerns hindered the full potential of 

digital payments in some regions. While policies aimed at enhancing financial inclusion and 

public education helped address some of these obstacles, much work remains to ensure that all 

populations can equally benefit from digital payment systems. 

In the post-pandemic world, governments must continue to build on the policies introduced 

during the crisis to address the challenges of digital exclusion and cybersecurity. Strengthening 

digital infrastructure, improving financial literacy, and safeguarding user data will be essential 
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for ensuring that the benefits of digital payments reach every corner of society. Moreover, the 

pandemic has demonstrated that digital payments are not merely a temporary solution, but a 

key component of the future of the financial ecosystem. 

Ultimately, the COVID-19 pandemic has accelerated a digital transformation that was already 

underway, and the role of government policies in shaping this shift cannot be overstated. As 

countries continue to embrace digital payments, the lessons learned during the pandemic should 

guide future policy development, ensuring that digital payments remain secure, inclusive, and 

resilient in the face of future global challenges. By continuing to promote digital payment 

adoption and addressing the barriers to access, governments can ensure that the transition to a 

cashless society benefits all, supporting economic growth, financial inclusion, and 

technological innovation in the years to come. 
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