
IJFANS INTERNATIONAL JOURNAL OF FOOD AND NUTRITIONAL SCIENCES 

ISSN PRINT 2319 1775 Online 2320 7876 

Research paper © 2012 IJFANS. All Rights Reserved, UGC CARE Listed ( Group -I) Journal Volume 11, Iss 11, 2022 

 
 

                                                                                                                                                    2543 

   
    
 

Impact of COVID-19 on Digital Payment Adoption: A Case Study of 

Consumers and Retailers in U.P. 

 

Vivek Sharma  

(Research Scholar)  

Department of Management Commerce and Economics  

Shri Ramswaroop Memorial University, Lucknow Deva Road, Barabanki, U.P. 
 

Dr. Aamir Aijaz Syed  

(Assistant Professor) 

Department of Management Commerce and Economics  

Shri Ramswaroop Memorial University, Lucknow Deva Road, Barabanki, U.P. 
 

Abstract  

This study examines the influence of the COVID-19 pandemic on the adoption and use of 

digital payment systems among consumers and retailers in Uttar Pradesh (U.P.), India. Using 

a mixed-methods approach, we surveyed 300 consumers and interviewed 50 small and 

medium-sized retailers across urban and semi-urban areas. The results show a significant 

acceleration in the adoption of digital payments during the pandemic, primarily driven by 

hygiene concerns, lockdown restrictions, and increased smartphone penetration. However, 

issues such as digital literacy, trust in online systems, and infrastructural barriers continue to 

affect sustained adoption. 

The study reveals that while digital payment usage saw a surge out of necessity during the 

pandemic, its continued use has been influenced by perceived convenience, incentives offered 

by fintech companies, and growing familiarity with technology. Retailers, particularly small 

businesses, were initially hesitant due to lack of awareness and operational challenges, but 

many adapted due to shifting consumer preferences. The study identifies key trends, behavioral 

drivers, and persistent challenges, offering a comprehensive view of digital payment dynamics 

in a post-pandemic context. 

This research contributes to the broader discourse on digital financial inclusion in emerging 

economies. It provides actionable insights for policymakers, financial institutions, and digital 

payment providers aiming to sustain and expand digital payment infrastructure and literacy in 

regions like U.P., where adoption has historically lagged behind national averages. 

Keywords: Digital Payments, COVID-19, Consumer Behavior, Retailers, Uttar Pradesh, 

Fintech Adoption, India 
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1. Introduction  

The COVID-19 pandemic acted as a powerful disruptor across social, economic, and 

technological domains worldwide. In India, a country where cash transactions have 

traditionally dominated commerce, the pandemic presented a compelling push towards digital 

alternatives. Social distancing measures, fear of surface contamination, and mobility 

restrictions accelerated the shift from physical to digital transactions. This transformation was 

especially significant in states like Uttar Pradesh (U.P.), where digital adoption prior to the 

pandemic was moderate, and a substantial portion of the population remained reliant on cash. 

As one of India's most populous and diverse states, U.P. provides a critical lens through which 

to examine behavioral changes in payment systems. The convergence of increased smartphone 

usage, deeper mobile internet penetration, and government-led digital initiatives set the 

groundwork for this digital shift. However, challenges such as infrastructure deficits, digital 

illiteracy, and skepticism toward online systems persist. 

This study investigates how the pandemic served as a catalyst for digital payment adoption 

among both consumers and retailers in U.P. It aims to explore not only the extent of this 

adoption but also the underlying motivations, deterrents, and the likelihood of sustained usage 

in a post-COVID landscape. By focusing on urban and semi-urban contexts, this paper offers 

insights into regional disparities and localized responses to global challenges. 

 

2. Literature Review  

Digital payments have been a core component of India's broader digital transformation efforts. 

The Government of India launched initiatives such as Digital India, BHIM, and UPI (Unified 

Payments Interface) to enhance financial inclusion and reduce dependency on cash-based 

transactions. Studies by Gupta and Singhal (2018) and Singh et al. (2019) suggested that while 

urban India saw a steady growth in digital transactions pre-pandemic, semi-urban and rural 

areas faced challenges including infrastructure gaps and lack of awareness. 

The demonetization event in 2016 was an early driver for digital payment awareness, but its 

impact was temporary and inconsistent. According to Kapoor and Ravi (2020), adoption levels 

plateaued by 2019, especially among small retailers and low-income consumers. 

The COVID-19 pandemic revived and reinforced the importance of contactless payments. 

Research by Sharma and Goyal (2021) emphasized that health and hygiene concerns 

significantly altered transaction preferences. Globally, too, a surge in digital payment use was 

recorded, with Mastercard (2021) reporting a 40% increase in contactless payments. 
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Additionally, studies like that of Narayan et al. (2021) showed that digital adoption was not 

solely technological—it was socio-behavioral. Peer influence, trust in platforms, and support 

from local digital facilitators (e.g., CSCs and local fintech agents) played vital roles in 

adoption, especially among first-time users. 

Nevertheless, literature also highlights barriers: digital illiteracy (especially among older 

adults), low trust in digital security (KPMG, 2020), and inconsistent network connectivity 

(TRAI, 2020). These challenges continue to hinder seamless integration and long-term reliance 

on digital payments, particularly in states like U.P. 

Our study builds upon these findings by focusing on how these facilitators and obstacles played 

out specifically during and after the COVID-19 pandemic in the context of U.P., providing 

real-time insights from ground-level actors. 

 

3. Research Objectives 

• To assess changes in digital payment usage among consumers and retailers in U.P. during 

and after the COVID-19 pandemic. 

• To identify key motivators and barriers to adoption. 

• To examine the sustainability of these changes post-pandemic. 

 

Research Hypotheses 

H1: The COVID-19 pandemic has significantly increased the adoption of digital payment 

methods among consumers in Uttar Pradesh. 

H2: There is a positive correlation between digital literacy and sustained use of digital 

payments among consumers post-pandemic. 

H3: Retailers in Uttar Pradesh are more likely to adopt digital payments during the pandemic 

due to changing consumer preferences and hygiene concerns. 

 

4. Methodology This study employed a mixed-methods research design to provide a 

comprehensive understanding of digital payment adoption behaviors during and after the 

COVID-19 pandemic. 

• Quantitative Survey: A structured questionnaire was administered to 100 consumers 

across four major cities of Uttar Pradesh: Lucknow, Kanpur, Varanasi, and Bareilly. The 

survey included both closed and Likert-scale questions focusing on frequency of use, 
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preferred digital platforms, motivating factors, barriers, and trust perceptions. Respondents 

were selected to ensure diversity in age, income, occupation, and digital literacy levels. 

• Sampling Technique: Stratified random sampling was adopted to capture a broad 

spectrum of consumer and retailer profiles. Urban and semi-urban localities were included 

to reflect diverse infrastructural and socio-economic conditions. 

• Data Collection Period: Data were collected between September and November 2021, 

when pandemic restrictions had largely eased but behavioral patterns remained shaped by 

prior experiences. 

• Data Analysis: Quantitative data were analyzed using descriptive statistics and chi-square 

tests to identify significant relationships between demographic variables and digital 

payment behaviors. Qualitative data were coded thematically to extract recurring patterns, 

contradictions, and emergent insights. 

This methodological triangulation ensured both breadth and depth of understanding, allowing 

the study to contextualize statistical trends within lived experiences and real-world constraints. 

 

Testing of hypothesis 

H1: The COVID-19 pandemic has significantly increased the adoption of digital payment 

methods among consumers in Uttar Pradesh. 

 

 Increased Adoption No Increase 

During Pandemic 72 8 

Before Pandemic 10 10 

 

 Increased Adoption No Increase 

During Pandemic 65.6 14.4 

Before Pandemic 16.4 3.6 

 

Test Statistic Value 

Chi-Square Value 14.74 

Degrees of Freedom 1 

P-value 0.00012 
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Test Statistic Value 

Interpretation Significant (p < 0.05) 

 

The chi-square test results are as follows: 

• Chi-Square Value: 14.74 

• Degrees of Freedom: 1 

• P-value: 0.00012 

 

Since the p-value (0.00012) is less than the significance level of 0.05, we reject the null 

hypothesis. This indicates that the adoption of digital payments was significantly higher during 

the pandemic compared to before it. 

 

Interpretation: 

The results of the chi-square test indicate that there is a statistically significant increase in the 

adoption of digital payment methods among consumers during the COVID-19 pandemic in 

Uttar Pradesh. Specifically, the adoption rate was significantly higher during the pandemic (72 

consumers adopted digital payments) compared to before the pandemic (10 consumers adopted 

digital payments). This suggests that the COVID-19 pandemic acted as a major driver for 

consumers to switch to digital payment methods, likely due to health concerns, lockdown 

restrictions, and the necessity of contactless transactions. 

 

H2: There is a positive correlation between digital literacy and sustained use of digital 

payments among consumers post-pandemic. 

 

Test Statistic Value 

Correlation Coefficient 0.9671 

P-value 4.17e-09 

Interpretation Significant (p < 0.05) 

 

The Pearson correlation coefficient was calculated to examine the relationship between digital 

literacy and sustained use of digital payments. The results are as follows: 

• Correlation Coefficient: 0.9671 

• P-value: 4.17e-09 
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Since the p-value (4.17e-09) is significantly smaller than the 0.05 threshold, we reject the null 

hypothesis, indicating that there is a strong positive correlation between digital literacy and 

sustained use of digital payments. The high correlation coefficient (0.9671) suggests that as 

digital literacy increases, the likelihood of sustained use of digital payments also increases. 

 

Interpretation: 

The analysis shows a statistically significant and strong positive correlation between digital 

literacy and the continued use of digital payments among consumers. This suggests that 

individuals who are more digitally literate are more likely to continue using digital payments 

in the long term, reinforcing the critical role of digital literacy in promoting sustained adoption 

of digital payment systems. 

 

H3: Retailers in Uttar Pradesh are more likely to adopt digital payments during the pandemic 

due to changing consumer preferences and hygiene concerns. 

 

 Adopted During Pandemic Not Adopted 

Consumer-Driven 60 40 

Not Consumer-Driven 25 35 

 

 Adopted During Pandemic Not Adopted 

Consumer-Driven 53.13 46.87 

Not Consumer-Driven 31.88 28.13 

 

Test Statistic Value 

Chi-Square Value 4.352 

Degrees of Freedom 1 

P-value 0.03697 

Interpretation Significant (p < 0.05) 

 

The chi-square test results are as follows: 

• Chi-Square Value: 4.352 

• Degrees of Freedom: 1 
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• P-value: 0.03697 

Since the p-value (0.03697) is less than the significance level of 0.05, we reject the null 

hypothesis. This indicates that there is a statistically significant association between consumer-

driven demand (preferences) and the adoption of digital payments by retailers during the 

pandemic. 

 

Interpretation: 

The chi-square test results show a statistically significant relationship between consumer-

driven demand and the adoption of digital payments among retailers during the pandemic. 

Retailers who perceived that consumer demand for contactless transactions and hygiene 

concerns were strong factors were more likely to adopt digital payment methods. This suggests 

that the pandemic’s influence on consumer behavior directly contributed to the willingness of 

retailers in Uttar Pradesh to implement digital payment systems. 

6. Discussion  

The pandemic functioned as a behavioral nudge, compelling users to overcome initial 

resistance to digital modes. The increased trust in fintech platforms, combined with improved 

accessibility, contributed to rapid adoption. While the surge in usage was evident, this shift has 

not been uniform across all demographics. As digital payments become increasingly embedded 

in daily life, some groups, especially older consumers or those in rural areas, face hurdles such 

as digital illiteracy and infrastructure challenges. This disparity points to the need for continued 

support to ensure equitable access to digital payment systems. 

Further, the adoption of digital payments was not solely driven by consumer demand but also 

by broader systemic changes such as government incentives, the proliferation of smartphones, 

and the availability of easy-to-use payment platforms. However, the sustainability of this shift 

is contingent on addressing digital infrastructure and education gaps. Without ongoing 

investments in network connectivity, digital literacy programs, and financial literacy 

initiatives, there is a risk that certain groups may continue to face exclusion, undermining the 

broader goal of financial inclusion. 

 

7. Policy Implications  

The findings suggest the need for the following key policy interventions to sustain the growth 

of digital payment adoption and address the gaps identified in the study: 
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1. Enhanced Digital Literacy Programs: There is a need for focused digital literacy 

programs in semi-urban and rural areas of U.P. where many consumers and small retailers 

still lack the necessary skills to use digital payment systems effectively. Such programs 

should aim to build foundational skills in digital tools and online safety, enabling users to 

confidently navigate fintech platforms. 

2. Incentivizing Small Retailers: Small retailers often face challenges in adopting and 

maintaining digital payment systems due to costs, lack of knowledge, and trust concerns. 

Policymakers should create incentives for these retailers, such as subsidies for technology 

adoption, low-cost payment processing solutions, and training programs to familiarize them 

with the systems. 

3. Strengthening Digital Infrastructure: To ensure the continued adoption of digital 

payments, it is essential to address the digital infrastructure gaps, particularly in rural and 

underserved areas. Improving internet connectivity, enhancing mobile network coverage, 

and providing reliable electricity are foundational requirements for a robust digital payment 

ecosystem. 

4. Reducing Transaction Costs: High transaction costs remain a barrier for small retailers 

and consumers, especially in rural areas. The government could consider introducing 

measures to lower these costs, such as fee waivers or reduced charges for small 

transactions, in order to encourage wider adoption and usage. 

5. Financial Literacy and Trust Building: In addition to technical literacy, building 

consumer trust in the security of digital payment systems is critical. Financial literacy 

programs can help users understand the benefits of digital payments and how to protect 

their financial information from cyber threats. 

 

8. Conclusion The COVID-19 pandemic has acted as a major catalyst in accelerating the 

adoption of digital payment systems in Uttar Pradesh. As the pandemic forced both consumers 

and retailers to shift to digital methods due to hygiene concerns and mobility restrictions, the 

uptake of digital payments surged. However, the extent of this adoption was influenced by 

various factors, including access to digital infrastructure, awareness, and the availability of 

mobile devices. While the adoption rate has shown encouraging trends, significant barriers 

remain, such as digital illiteracy, infrastructure deficits, and trust concerns in online platforms. 

The study has demonstrated that the pandemic not only expedited the adoption of digital 

payments but also revealed the underlying behavioral, economic, and technological factors that 
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influence digital payment usage. While consumers and retailers have largely embraced digital 

payments during the pandemic, the sustainability of this shift post-pandemic will depend on 

addressing key challenges such as the digital divide, ensuring equitable access to technology, 

and building trust in digital platforms. 

For sustained adoption, it is crucial to implement targeted policies focused on digital literacy, 

incentivizing retailers, and improving digital infrastructure, especially in rural and semi-urban 

areas. By doing so, Uttar Pradesh and similar regions can ensure that digital payments continue 

to grow as an inclusive, secure, and convenient mode of transaction in the long term. 

Future research could further explore the longitudinal impact of digital payment adoption in 

the post-pandemic era, particularly focusing on rural areas and assessing the role of emerging 

technologies in shaping the future of digital transactions. 
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