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Abstract:

The COVID-19 pandemic changed how people live and interact, especially in terms of money handling. During the lockdowns, the use of physical cash
became risky and difficult. This situation encouraged many Indians to adopt digital payment methods like UPI, Google Pay, PhonePe, etc. The study
focuses on how the fear of infection, limited physical movement, and government policies made people more likely to switch from cash to cashless
methods. The research uses real-time data, reports, and case studies to show how the pandemic acted as a push factor that accelerated India’s journey
toward becoming a cashless economy.

l. Introduction

India has been working toward becoming a cashless economy for many years. The government launched many programs like Digital India, Jan
DhanYojana, and UPI (Unified Payments Interface) to make digital payments easier and more common. These efforts helped many people get bank
accounts and learn how to use mobile payments. But even with all this, a large part of the population—especially in villages and small towns—still
preferred using cash. Many small shopkeepers, daily workers, and older people didn’t fully trust or understand digital payments. Then, in 2020,
everything changed when COVID-19 hit. The virus spread quickly, and the country went into lockdown. People were told to stay home, and physical
contact had to be reduced. Suddenly, using cash became risky because it passed through many hands and could carry germs. Visiting banks or using
ATMs also became difficult. This situation made digital payments not just useful—but necessary. Apps like PhonePe, Google Pay, Paytm, and BHIM
became very popular. People who had never used these apps before started using them—Iike local shopkeepers, auto drivers, and even people in rural
areas. QR codes popped up everywhere, from tea stalls to vegetable carts. Even older people began using their phones to send money to family
members or pay for groceries. The government also helped by promoting digital payments and making it easier to use. For example, they sent subsidy
money and welfare payments directly into people’s bank accounts, encouraging them to use digital options instead of cash. COVID-19 became a
turning point for India’s digital payment journey. The move toward cashless living, which was slow before, suddenly sped up. This paper will explore
how that happened, what changes we saw in people’s habits, how businesses adapted, and how the government and technology helped make this
possible. We will also look at what challenges are still there—like people who don’t have smartphones, poor internet in some areas, and online fraud.
The goal of this paper is to show how COVID-19 pushed India toward a digital future and what we can do to keep moving in that direction.

Objective

The main objective of this study is to understand how the COVID-19 pandemic played a major role in speeding up the use of digital payments in India.
This research aims to explore how people’s behavior changed during the pandemic, especially in terms of how they handled money. It focuses on why
many individuals and businesses shifted from using cash to adopting digital methods like UPI, mobile wallets, and QR code payments. The study also
looks at how the fear of infection, lockdowns, and limited physical movement pushed people to try cashless options, even if they had never used them
before. Another key goal is to examine the role of government policies, such as digital subsidies and promotional efforts, in encouraging this shift. It
also tries to highlight the challenges faced by certain sections of the population—Ilike people in rural areas or those without smartphones or internet
access—who found it harder to adapt. By comparing payment trends before and after the pandemic, this study aims to provide a clear picture of how
India’s journey toward a cashless economy was accelerated by COVID-19 and what can be done to continue this momentum in the future

Scope

This study mainly focuses on how the COVID-19 pandemic affected the growth of the cashless economy in India. It covers the time period before,
during, and after the pandemic, to understand how digital payment habits changed among people and businesses. The research looks at various types of
digital payment systems such as UPI, mobile wallets, internet banking, QR code payments, and card transactions. It also includes both urban and rural
areas, with special attention to how people from different age groups, income levels, and regions responded to the shift from cash to digital methods.
The study considers the role of the government, banks, and fintech companies in supporting this change through policies, promotions, and digital
infrastructure. However, the study does not go into deep technical details of payment systems or cover every single region of India. Instead, it gives an
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overall view of the major trends and challenges during this transformation. The scope also includes identifying barriers like lack of smartphones, poor
internet connectivity, and fear of online fraud, while suggesting how India can continue building a safe and inclusive cashless economy in the future.

I1. Methodology

This study uses a combination of qualitative and quantitative research methods to understand how COVID-19 influenced the adoption of digital
payments in India. To collect data, the research mainly relies on secondary sources such as reports from the Reserve Bank of India (RBI), National
Payments Corporation of India (NPCI), government websites, newspapers, fintech publications, and academic journals. These sources provide
information on UPI transactions, ATM withdrawals, mobile wallet usage, and digital payment trends before, during, and after the pandemic. The study
also includes comparative analysis, where digital payment data from pre-COVID years (like 2018 and 2019) is compared with pandemic years (2020 to
2022) to see the growth rate and behavioral changes. In addition, some survey-based findings and real-life examples reported in public sources are used
to understand how people from different regions and backgrounds started using digital payment systems. This mixed-method approach helps the
research cover both statistical trends and people’s real experiences, making it easier to study the overall impact of COVID-19 on India’s cashless
economy.

I11. Literature Review

The shift towards a cashless economy has been an ongoing goal for India, driven by government initiatives and digital innovation. However, the
outbreak of COVID-19 created a situation where digital payments moved from being optional to essential. This literature review explores existing
studies, government reports, and data tounderstand how the pandemic accelerated digital payment adoption in India.

1. Pre-COVID Digital Landscape in India-Before the COVID-19 pandemic, India had already been promoting digital payments through programs
like Digital India, Jan DhanYojana, Aadhaar-enabled payment systems, and the Unified Payments Interface (UPI). According to the Reserve Bank of
India (2019), digital transactions had been gradually increasing, particularly in urban areas. However, the dependence on cash remained high, especially
in rural regions and among the informal sector.

2. Impact of COVID-19 on Digital Payment Growth- The pandemic drastically changed the payment behavior of Indian consumers. Lockdowns,
social distancing, and fear of virus transmission through physical currency accelerated the use of digital platforms. As per the National Payments
Corporation of India (NPCI), UPI transactions rose from 1.25 billion in March 2020 to over 3.5 billion in August 2021, indicating a clear behavioral
shift. According to Sharma and Dey (2021), digital wallets like Paytm, Google Pay, and PhonePe reported a significant increase in users and transaction
volumes during the pandemic.

3. Government Role and Digital Inclusion Policies-The Indian government played a crucial role in promoting digital payments during the pandemic.
Initiatives like direct benefit transfers (DBTs) to Jan Dhan accounts encouraged people to use mobile banking and UPI-based services. NITI Aayog
(2021) highlighted that financial inclusion expanded as millions of new users accessed digital platforms for the first time. These measures helped bridge
the gap between urban and rural access to digital finance.

4. Adoption Among Informal Sector and Small Businesses- Studies by the Internet and Mobile Association of India (IAMAI) noted a surge in digital
transactions among small merchants, hawkers, and even street vendors, many of whom adopted QR-based payment solutions. According to a report by
PwC India, the pandemic pushed micro-businesses to register with fintech platforms to survive the lack of physical customers. This change reflects not
only a survival strategy but a long-term behavioral shift in how these businesses operate.

5. Academic Insights and User Behavior Change-Several academic papers, such as those by Gupta et al. (2022) and Bansal (2021), observed that
COVID-19 forced many first-time users to adopt digital payment platforms, breaking longstanding fears and habits around online money transactions.
The crisis acted as a learning moment, after which users became more confident and frequent in using these platforms.

6. Challenges in the Path of Digital Transition-Despite rapid growth, multiple challenges remain. Many researchers have pointed out issues like lack
of smartphones, poor internet connectivity in rural areas, and fear of cyber frauds as major barriers. A study by Singh and Raj (2021) emphasized that
digital illiteracy continues to prevent full-scale adoption in certain demographics. Moreover, older populations and economically weaker sections are
still hesitant to trust digital payments fully.

7. Cybersecurity and Trust Issues- With increased digital activity, concerns over cybersecurity and fraud have also risen. According to the RBI
Annual Report (2021), complaints related to online scams and unauthorized transactions grew during the pandemic. Researchers like Menon and lyer
(2021) argue that digital trust is a critical factor for sustainable adoption. Therefore, efforts to educate users on safe digital practices must go hand-in-
hand with digital promotion.

8. Post-Pandemic Trends and Continuation of Digital Habits- Many studies suggest that the behavior adopted during COVID-19 has continued
post-pandemic. According to a 2022 report by the Ministry of Electronics and IT, a large number of users who shifted to digital payments during the
pandemic continue to use them due to convenience, speed, and ease of use. This indicates a lasting transformation rather than a temporary change.
Conclusion- The literature strongly supports the view that COVID-19 acted as a catalyst in India's transition toward a cashless economy. Existing
research shows that a combination of health safety concerns, government support, and fintech innovations rapidly changed the landscape of financial
transactions in the country. However, to make this transformation more inclusive and sustainable, challenges like digital literacy, infrastructure, and
cybersecurity must be addressed.

1V. Case Studies

Case Study: Adoption of Digital Payments in Tier-2 and Tier-3 Cities During COVID-19



International Journal of Research Publication and Reviews, Vol (6), Issue (6), June (2025), Page — 6212-6216 6214

Background: Before the COVID-19 pandemic, digital payment usage in India was largely centered in metro and Tier-1 cities. Smaller cities such as
Lucknow, Bhopal, and Kochi had lower digital transaction volumes, mainly due to dependence on cash, lack of awareness, and technological
limitations. Many small-scale vendors were hesitant to adopt digital methods due to perceived complexity and lack of customer demand.

Context During COVID-19: The national lockdown imposed in March 2020 forced citizens and businesses to reconsider their payment methods. With
restrictions on movement and fear of virus transmission through currency notes, many small vendors and consumers in Tier-2 and Tier-3 cities turned
to digital platforms. Increased smartphone penetration and affordable internet plans also contributed to this digital shift.

«  City Focus: Bhopal, Madhya Pradesh

e  The Municipal Corporation partnered with fintech companies like Paytm and PhonePe to train local vendors.
. Over 5,000 small businesses signed up for UPI-based QR code payments within three months.

. Local vegetable markets implemented contactless payments as a safety measure.

. Bhopal Smart City

e authorities installed public Wi-Fi in selected markets to facilitate digital adoption.

City Focus: Kochi, Kerala

The state government launched a campaign called "Be Digital Kerala" to promote safe payments.

. More than 7,000 grocery stores and pharmacies joined digital payment platforms between April and September 2020.
. Digital literacy workshops were held in community centers to train the elderly and women.

Local banks offered simplified onboarding for digital banking and UPI services.

City Focus: Lucknow, Uttar Pradesh

District authorities promoted digital wallets among daily wage workers to receive government relief funds.

e  Many kirana stores adopted PhonePe and BharatPe to continue operations.

e A 2021 survey found that 62% of shopkeepers in the old city area preferred UPI over cash.

e  The Lucknow Nagar Nigam collaborated with Common Service Centres (CSCs) to educate merchants about transaction safety.
Outcomes:

. Increased trust and familiarity with digital platforms among first-time users.

. Daily transaction values tripled for many local stores.

e  Reduced operational costs for vendors (no need to handle physical cash or maintain change).
. Enhanced customer safety and convenience.

. Strengthened relationships between local fintech partners and grassroots businesses.
ChallengesFaced:

. Internet connectivity issues in certain areas, particularly suburban zones.

. Some elderly shopkeepers needed family assistance to operate smartphones.

. Initial fear of fraud and digital theft, later mitigated through awareness drives and support from fintechs.
. Language barriers and technical jargon in digital apps posed difficulty for less-educated users.
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V. Discussion

1. COVID-19 as a Catalyst for Change
e  The pandemic created urgency to reduce physical contact, pushing people toward cashless alternatives.
. Fear of contamination through currency notes accelerated the public’s shift to mobile and card-based payments.
2. Pre-Pandemic vs. Post-Pandemic Trends
e  Before COVID-19: Cash was king, especially in smaller towns and rural areas.
e  After COVID-19: Surge in UPI, digital wallets, and online banking use across all economic and geographic segments.
3. Government Initiatives
e  Direct Benefit Transfer (DBT) to Jan Dhan accounts ensured essential financial services reached the underserved.
e QR code programs and digital training in markets and villages.
. Promotion of schemes like Rupay, BHIM, and Aadhaar Enabled Payment Systems (AEPS).
4. Role of Private Sector &Fintechs
o Digital platforms like Google Pay, PhonePe, Paytm made their apps available in local languages and simplified Ul.
. Collaboration with local bodies and NGOs to promote digital literacy.
. Cashbacks, rewards, and incentives encouraged first-time users.
5. Urban-Rural Digital Penetration
. Urban areas saw rapid adoption, but surprisingly, rural and semi-urban locations also showed a steep rise.
. Digital kiosks and mobile banking vans helped bridge the digital gap.
6. Benefits to Society
e  Transparency in financial transactions reduced corruption and middlemen.
. Increased banking footprint and formal credit access for small businesses.
. Faster, safer transactions during lockdown and beyond.
7. Challenges Identified
. Digital illiteracy: Many people needed guidance to use apps.
. Infrastructure: Weak mobile signals and lack of devices in remote areas.
e Cybersecurity risks: Rise in fraud cases targeting new users.
e Trustissues: Initial reluctance to go cashless due to scams and misinformation.
8. Long-Term Impacts
e  Permanent behavioral change in payment habits.
. Enhanced fintech ecosystem with innovative products for all income groups.
. Government's increased focus on digital India initiatives.
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V1. Policy Recommendations

To further strengthen and sustain the shift toward a cashless economy in India, especially post-COVID-19, the following policy recommendations are

proposed:
1. Strengthening Digital Infrastructure
. Expand high-speed internet access to remote and rural areas to ensure uninterrupted digital transactions.
. Provide subsidies for smartphones and affordable data plans for economically weaker sections.
2. Enhancing Digital Literacy
. Launch targeted digital education campaigns in regional languages to train users on safe and efficient use of payment platforms.
e  Collaborate with schools, colleges, and community centers to run workshops for all age groups.
3. Cybersecurity and User Protection
. Introduce strict guidelines for digital transaction platforms to prevent fraud.
e  Create a national-level consumer protection helpline for digital payment grievances.
. Promote awareness on recognizing scams and reporting suspicious activity.
4. Incentivizing Adoption
. Provide GST rebates or tax incentives for businesses that primarily use digital transactions.
. Offer digital transaction-based rewards to users in underserved areas.
5. Supporting Small Businesses and Local Vendors
o  Simplify the onboarding process for digital payments for MSMEs and local sellers.
e  Setup local digital support desks (possibly through Common Service Centres) to assist merchants.
e Provide interest-free loans or subsidies for purchasing digital point-of-sale (POS) devices.
6. Promoting Innovation in Fintech
e  Encourage startups to develop inclusive, user-friendly digital financial tools for non-tech-savvy users.
. Ensure interoperability between different payment apps and systems to streamline access.
. Support development of voice-based payment solutions for rural users.
7. Strengthening Regulatory Frameworks
. Establish clear and unified digital transaction norms applicable across platforms and sectors.
e  Update the IT Act to cover emerging digital finance challenges like cryptocurrency-related fraud or biometric misuse.
e  Mandate regular audits for digital payment platforms to ensure data security and compliance.
8. Encouraging Public-Private Partnerships (PPP)
e  Foster partnerships between government bodies, banks, telecom companies, and fintech firms to expand outreach and delivery.
. Encourage CSR (Corporate Social Responsibility) investments in digital finance awareness campaigns.
e  Collaborate with local NGOs for implementation of digital training programs.
9. Monitoring and Evaluation
. Set up a national dashboard to track digital transaction trends, adoption rates, and problem areas.
e Conduct regular impact assessments to measure the effectiveness of digital payment initiatives and suggest improvements.
. Introduce a digital finance index to evaluate state-wise performance.
10. Inclusion of Vulnerable Groups
e  Focus on including women, senior citizens, migrant workers, and people with disabilities in the digital economy.
. Provide tools and apps that are accessible, voice-enabled, and easy to navigate for these groups.
. Design special incentives and protection mechanisms for these groups to reduce their digital exclusion.
11. Awareness Through Media Campaigns
e Run mass media campaigns (TV, radio, social media) to build public confidence in digital payments.
e Share real-life success stories to inspire adoption among skeptical or unaware groups.
. Include local influencers and language-based outreach to build trust in rural areas.
12. Integration with Government Schemes
e Link cashless systems with welfare programs like MGNREGA, pensions, and subsidies.
. Ensure beneficiaries receive payments through digital modes, improving transparency and reducing leakage.

VII. Future Research Directions

To better understand how India's move towards a cashless economy can grow stronger after COVID-19, future researchers can explore these simple
areas:
1. can study if people will keep Researchers using apps like UPI and Paytm even after the pandemic is over. They can also check what makes
people trust or avoid digital money — like ease of use or fear of scams.
2. Study how easy or difficult it is for rural people to access mobile networks and online payments. See what kind of support or training they
need to use these services smoothly.
3. Research can look at how digital payments are helping women manage their money independently. Also, how financial education programs
are helping women use mobile money more confidently.
4.  Explore how roadside vendors, rickshaw pullers, and small shop owners are using digital payments. See if going cashless has improved their
income or made their work easier.
5. Study if government campaigns and school lessons are really helping people learn about cashless systems. Check what type of ads or
training work best — like TV ads, mobile messages, or school programs.
6. Research how often people face fraud or scams while using digital money. Understand if people feel safe using apps or still fear losing their
money.
7. Look at what Indian startups are doing to make cashless services easier for everyone. Study which kinds of apps or features are being used
more during and after the pandemic.
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8.  Research how less paper money and fewer ATM visits reduce pollution and save resources. Compare how much energy digital banking uses
compared to physical bank services.

9.  Study how India’s shift to cashless systems compares to other countries like Brazil or Indonesia. Learn from other governments about what
worked well or didn’t.

10. See how smart tech like Artificial Intelligence and Blockchain can make payments safer and faster. Understand how these technologies can
also help people who don’t have a bank account.

VIII. Conclusion

The COVID-19 pandemic brought many challenges, but it also opened up new opportunities—one of the biggest being the push toward a cashless
economy in India. People across cities and even in many rural areas started using digital payments more than ever before. With lockdowns, social
distancing, and hygiene concerns, online transactions became not just convenient, but necessary. This sudden shift helped increase awareness, build
new habits, and push businesses and individuals to adopt digital solutions. However, challenges like lack of internet access in rural areas, digital
illiteracy, and fears about online fraud still remain. For India to fully become a cashless society, we need to continue improving internet infrastructure,
increasing awareness, protecting users from fraud, and making digital payments easy for everyone, especially for the poor and those in remote areas. In
conclusion, COVID-19 accelerated the journey toward a cashless India, and now it’s up to the government, businesses, and the public to keep the
momentum going and make the digital economy inclusive and secure for all.

Final Thoughts

In simple words, the pandemic taught us how important and useful digital payments can be in our daily lives. If we all work together to fix the
remaining problems, India can truly become a strong and fair cashless economy.
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