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Abstract

Since the starting of the coronavirus, the world has faced bigger challenge in terms of health and
economy. As World Health Organization urged all governments across the world to limit the public
gathering and make less physical contact, many governments followed it with implementing
nationwide lockdown. Those governments also urged to use digital payment as access to banks was
not possible. This has led in acceleration of digital payment users across the globe. This research
finds the various factors that motivated the acceleration in digital payment adoption during
pandemic in Nepal. The study has to find the actual reason for the shifting and acceleration on
adoption of digital payment. survey among various sample population from various part of the
country This research has used various statistical tools including but not limited Standard Deviation,
Mean, Median, Mode, various bar and graphs. The study has used Technology Acceptance Model
Framework for the whole research and later the framework is validated by analyzing the finding
from collected data of the research. The study has also covered the role of government as well as
discuss the future prospects for the digital payments after the pandemic ends in Nepal and provided
recommendations and space for future works in the similar field of study.

Keywords: Corona Virus, Digital Payment, Banking Institutions, Monetary Policy, Perceived Risk,
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1 INTRODUCTION

The emerge and spread of 2019 novel coronavirus (2019-nCoV), also known as severe acute
respiratory syndrome coronavirus 2 (SARS-CoV-2), a new string of coronavirus outbreak started in
Wuhan, China, in December 2019, has disrupted the daily lives of billions of people (World Health
Organization, 2020). As the virus started spreading in the following weeks across the world, the
Chinese public health authority as well as scientific communities around the globe studied the virus
and provided the gene sequence of the virus to the world. The virus is highly airborne and
transferrable from person to person via physical contacts affecting every aspect of life worldwide.
The awareness about digital payment in Nepal was less before COVID-19. People ignored the
importance of digital payment solutions because exchanging banknotes is handy. However, with the
life-threatening infection looming over their heads, the government and various organizations
started rampantly promoting digital payment. This awareness drive encouraged more people start
using online or digital payments in at fast pace.

Although the main reason in the increment of digital transaction is fear of the virus, other reasons
like educated or aware family members persuading other members to use digital payment
accelerated the entire process. Banks and financial institutions made access to digital payment
convenient. Opening a bank account and creating an e-banking service was made available, along
with registering for various mobile wallet services and virtual form submissions. Many retailers and
online food delivery service made digital payment mandatory, either via mobile wallet, online
banking, and contactless transfer, to help accelerate the digital payment system (Widayat, 2020).

1.1 Brief background
Since the start of the pandemic, millions of people have lost the lives and hundreds of thousands of
people are being infected every day. According to the Ministry of Health and Population, Nepal, the
daily number of new cases of COVID-19 is close to 2000 (Ministry of Health and Population, 2020).
The pandemic impacted the people and how they do daily transactions; hence, the research gap is
seen.
As World Health Organization (WHO) confirmed that the novel coronavirus could transmit via
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physical contact, including physical objects, paper notes were the first to be suspected of carrying
and spreading the virus among the mass. Various governments around the world raised awareness
through public notice to discourage the use of banknotes. China was the first to act and pull back all
the cash from the market to issue new and disinfected notes to the bank (Taylor, 2020).

This information made Nepalese people forced in using less banknotes during the pandemic. Buyers,
as well as sellers, started preferring digital payment over the exchange of banknotes. Shops and
stores that didn't have digital payment for the customers started adding digital payment equipment.

1.2 Ethical issues, challenges
As ethics and confidentiality are integral part of any research, this research values both. The
collected data and identity of all respondents are kept confidential and will not be shared with any
third party.

1.3 Problem Statement

As the research starts with the problem to be solved, it is a very important part of the study to
define the problem statement (Baldwin, 2018). Here are the problems or issues that need proper
research to understand the situation of digital payment acceleration.

Here are the issues that needs proper research to understand the situation

e The COVID-19 made a significant impact on people's perspective on using banknotes.
Research on peoples' current perception about letting go of paper notes over digital
payment and the possibility of its use in the future would be beneficial (Raphael Auer, 2020).

e Asurge in digital payment was seen during the pandemic in Nepal. It also saw an increase in
new digital payment users during the pandemic. A detailed study is needed to assess the
motivational factor for signing up for digital payment services.

e Most data shows that digital payment remains saturated, mostly in Nepal's urban areas, as
cities have the greatest number of digital payment users. There is a research gap finding the
reason to have fewer users from rural areas of Nepal.

e To find the factors resulting in the issues mentioned above, detailed research through
guestionnaires must be carried out.

1.4 Research Questions

The study will aim to answer the following questions during research:

e What is the perception of cash among people in Nepal?

e What factors forced people to shift from Cash Payment to digital payment for retail
shopping during CoVid-19?

e What will be the main challenging factors impacting prospects of digital payments in Nepal
post-CoVid-19?

1.5 Objectives

The objectives of this study are as follow:

e To find the general perception of the public about Cash Payments during COVID-19
Pandemic.

e To explore the reason for shifting from offline Cash payments to digital payments during the
CoVid-19 pandemic.

e To determine the future prospects of digital payment in day-to-day transactions post Covid-
19 in Nepal.

1.6 Scope and significance of research
This research's scope is limited to data provided by the digital payment services active within Nepal.
Moreover, this research covers payment systems like Mobile wallets, POS card payment,
Contactless, and QR code payment. The sample size for this research is 300, and the demographic
group is categorized into four different age groups.

e 18-23 (Gen-Z -who rampantly use technology)

e 24-35 (Millennials -Use technology based on their preference)

e 36-42 (Post-Millennials -Aware about technology but hardly use it)
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e 43-50 (Middle-age -Seldom use technology)
This research will find the factors behind the transformation from 'fiat currency' to digital payment
in Nepal during the COVID-19 pandemic. Here is the list of areas that will have an impact and
benefits from this study.
e Thisis the first yet comprehensive research on digital payment adoption in Nepal.
e This research can help banks and financial institutions rollout decisions on future digital
payment products.
e This research may help policymakers find the perception of general people on banknotes
and digital payment.
e This research will help mobile wallet service providers find the factors behind the increased
number of users during this pandemic.

1.7 Limitations of the study
The conducted study has some delimitation in the scope while performing the research (Dimitrios
Theofanidis, 2018). Here is the list of delimitations of this research.
e This study only covers Nepal in terms of geography.
e This research only looks into mobile wallets, QR code payments, POS card payments and
contactless card payments for digital payment.
e The age coverage is limited to the 16 to 76 years age group.

2 LITERATURE REVIEW

The history of electronic payment goes back to the 1870s, when Western Union started the payment
with Electronic Fund Transfer (EFT) in 1871. The development was gradual but comparatively slow
from 1871 to the 1960s. From telegraph being used for money transfer by Federal Reserve of
America in 1910 to the establishment of first independent credit card company, Diner's Club
International in 1950s, the growth of such cashless payment has been witnessed. Since then, the
ideas of sending money either to people or pay for goods and services have evolved in many ways.
However, only from the 1970s, electronic payment used computers to enhance the security of
transactions. Services like Automated Clearing House (ACH) were the first digital-based services
rendered by the government USA. With the development of the world wide web for military
purposes and later being used by ordinary people, various development was seen on digital payment
services (Francis-Poulin, 2019).

The modernization of banking (Rani and Kautish, 2018) by Nabil bank in the 1990s with credit card
services followed by Himalayan Bank providing ATM services and domestic credit cards in 1995
revolutionized the Industry. The first bank to provide e-banking service was Kumari Bank in 2002 and
Laxmi Bank introduced SMS banking in 2004. In the initial days, the purpose of such digital payments
was to check transactions and statements (Esewa, 2020).

As per the report by Nepal Rastra Bank, the central bank of Nepal, 60.9% of Nepal's population has a
bank account. With exponential growth seen in digital banking and payments, the reasons are
various in the context of Nepal. With smartphones being affordable, growth and penetration of the
internet even in the rural part of Nepal, cost-effectiveness of digital banking and anytime anywhere
banking services have fueled the growth in Nepal (Sherpa, 2015).

3 RESEARCH DESIGN AND METHODOLOGY

3.1lintroduction
Every research or study initially starts with the design of the research and methodology. To
elaborate, research is an extensive study and search for systematic and scientific information on a
specific area or topic. Research is also considered investigation and is accepted all over the world. To
conduct such research, a given framework of methodology should be defined before starting it. A
methodology is activity of how research should be undertaken, including the ideas, knowledge, and
ability and theoretical assumptions on which whole research is based and implemented for the
method (Kothari, 2004).
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3.2Research Strategy
A survey will be used for the research strategy as the survey is perceived as authoritative and allows
to collect of quantitative data that can be analyzed easily. The main feature of the survey is it gives
the researcher independence.

3.3Research Method
With COVID-19 infection spreading rapidly daily, the adoption of preventive measures is a must to
halt the spread of the virus. Along with different forms of physical contact, exchanging banknotes
remains one of the biggest threats to people's health. Almost every country is trying its best to stop
the spread by making its civilians aware of the possible agents that could spread the virus. And,
efforts have been made to transfer the banknote economy to the digital economy, which this
pandemic has helped to accelerate (Sarah Dodds, 2020).
Nepal Rastra Bank is working continuously to convert the local economy to digital for years.
However, the process has been comparatively slower because people are reluctant to change their
habits. After the spread of the virus, the people of Nepal became aware of the virus-transmission
through a banknote, which helped change their habit from paying cash to digital payment systems
within a short period of time.
This research will be exploratory in nature as the project aims to answer all the issues as mentioned
earlier. Primary data with a sample size of approximately 300 will be used and analyzed while using
the ontological philosophy's subjective approach for an integral part. The study aims to find the
factors accelerating digital banking adoption in Nepal during the COVID outbreak.

3.4Research Approach
This research will have a deductive approach as the quantitative data will be collected and analyzed
to prove the hypothesis generated at the start of the research. As we are aware of the situation, the
acceleration of adoption of digital payments during COVID-19, but we are not sure what factors
caused this to happen. We will be going from known to unknown and find the reason and prove the
hypothesis created. The best approach would be the deductive approach for this research.

3.5Data collection method and tools for data collection
The data sampling helps to ensure the integrity of collected data making it represent all classes and
randomizing the result. In this research, all generations of people from the age of 16 years are
included in the survey. To make it wider, respondents from all geographical regions (rural to urban)
are covered.
As the data collection was done within a short period of time, only respondents eager to participates
could take part, limiting it to fewer than expected. In some questions, options may not have
explicitly represented the respondents. Some respondents were less educated, so they asked others
to take part on their behalf. Following assumptions are made for data collection
e The participants are randomly selected to take part in this research.
e The respondents are of age from 16 years and above and are from rural to an urban area of
Nepal.
e The respondents have started using digital payment either before the pandemic or during
the pandemic.

3.6Sample Selection
The questionnaire will be forwarded to more than 550 people. The expected sample size for this
study will be between 250-350 respondents. The respondents will be selected randomly in terms of
geographical as well as age factors.

3.7Reliability and Validity
In this study, online survey forms have been used as the data collection method. It is known to us
that the e-commerce has flourished in the world mostly in developing countries, however, in
countries like Nepal, it is still developing and people still prefer traditional type of shopping and e-
commerce is in developing phase. Thus, the online forms were distributed to the normal people
mostly above age 20 who are working and can buy using e-commerce. The respondents are
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supposed to be aware of e-commerce security hence, respondents who are bit knowledgeable about
online shopping and can give their own opinions have been chosen.

3.8Analysis Plan
As stated, the survey will gather date related to the factors affecting the acceleration of the
payment, which author believes quantitative method would be suitable. The collected data will be
analyzed with tools and theories available for research.

4 DATA ANALYSIS AND FINDINGS OF RESEARCH
4.1Reliability test analysis (Cronbach’s Alpha Reliability Test)

A reliability test is a necessary step while validating the data collected from the survey. Testing helps
to assess the consistency of the responses mostly collected in the form of Likert questions (Elsayed,
2012). For this research, various variables were processed in IBM SPSS for reliability test. The
Cronbach’s Alpha value was 0.822, which is higher than 0.7, the minimum acceptable requirement.
So, the items taken into consideration for this research are reliable and will be taken to find the
results.

Figure 1:Cronbach’s Alpha Test

Reliability Statistics
Cronbach's
Alpha Based on
Cronbach's Standardized
Alpha Items N of Items
.811 .822 14

COVID-19 is a very new virus, resulting in a pandemic within a few months of starting. The impact of
the pandemic has mostly on the health and economy of the entire people of the world. As the world
lost trillions of dollars as the economy was shut down, the silver lining effect of this pandemic was
seen on the digital economy and information technology.

The primary focus of this research was to find the various factors that enabled the acceleration of
digital payment adoption during the COVID-19 pandemic. The study was focused on Nepal. As the
research is concluded, we found that the risk of transmission of coronavirus by cash has
exponentially raised the digital payment users after the pandemic was declared by WHO.

The sample size for the survey was 302 people, and we validated the results by applying various
statistical tools like IBM SPSS and Microsoft Excel. Among the most important findings of this
research, the shift from cash to digital payment within a short period of time is recorded. The
number of people preferring cash payment was 177, which declined during the pandemic dragging it
to just 86 people. The number of digital payment users also seemed hiked during the pandemic in
Nepal. From 125 people using digital payment, 216 people started using digital payment since the
start of COVID-19 in Nepal among the 302 respondents.

5 Discussion

5.1Summary
The data collection period for this research was carried between 2nd Feb 2021 to 20 Feb 2021. In
total, 550 people were invited to take part in the survey via email, social network, instant
messenger. Out of them, 302 people responded to the survey. As we have concluded the data
analysis for this research, various output and results are seen. Some results were anticipated, where
are some results are very drastic in terms of expectation. We will discuss the result of the finding and
try to align with the research objectives and research questions. Here is the list of objectives of this
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research: To find the general perception of the public about Cash Payments during COVID-19
Pandemic. To explore the reason for shifting from offline Cash payments to digital payments during
the CoVid-19 pandemic. To determine the future prospects of digital payment in day-to-day
transactions post Covid-19 in Nepal.

This research is aligned with most of the research mentioned in the literature review. Most of the
research mentioned the people shifting from cash to digital payment, which was also found in this
study. The notable thing is that most papers mentioned the fear of people about COVID, which we
also found from the questionnaire that people indeed fear that coronavirus can be transmitted via
cash. Few papers also mentioned the government initiatives to promote digital payment during the
pandemic, which this research also examines that the government of Nepal is too promoting via the
survey conducted. However, paying government fees and taxes digitally has started after the
pandemic in Nepal.

5.2 Research questions and findings of the survey
According to the results obtained from the survey and statistical analysis, the related
answers/findings to the research questions are discussed below:
Research Question 1 What is the perception of cash among people in Nepal?
Few questions were made to find the perception of cash among the participants of the survey. It is
notable that cash perception is different from what it used to be prior to the COVID-19 pandemic.
According to the findings from the survey, people preferred digital payment compared to cash, and
most of them use digital payments for daily retail shopping. As the data derived in the analysis part,
177 people preferred cash before the pandemic but since the pandemic started, only 86 people still
use cash. The digital payment users increased from 125 to 216 in a similar way.
When asked about the cash being unsafe as it can transmit COVID-19 from one person to another,
almost 57% said they believe cash could spread the virus. About 5% of people said cash is safe,
where are 38% people were not sure if cash can transfer virus or not. The survey also had a question
to find if the businesses or retails stores persuading buyers on digital payment and find the
availability of digital payment options. As stated by the 171 participants, the stores accepted both
cash and digital payment during the pandemic. Seventy-two respondents reported that businesses
insisted on paying via digital payment, with 39 responding only digital payment option was available
in the store they buy. Only 20 people said their retailers accepted only cash during the pandemic.
As discussed above, it is clear that cash is perceived as a risk for COVID-19 transmission among
participants. The increased number of participants using digital payments against cash since the
pandemic shows the shift in the paradigm of perception of cash from essential instrument to risky
instrument that is prone to coronavirus. It satisfies the objective to find the general perception of
people about cash during the pandemic.
Research Question 2 What factors forced people to shift from Cash Payment to digital payment for
retail shopping during CoVid-19?
As we saw people shifting from cash to digital payments, even for small groceries, it is very
important to find the underlying factors that forced the change. We made provided various options
in the questionnaire to find the factors behind the shift.
When asked about the convenience of using digital payments, 33% of participants found it easy and
19% of people find them extremely easy to use digital payment. About 32% responded they are
neutral and can’t decide either it is easy or hard; only 16% people said they find it hard to use the
digital payment to buy daily goods. When asked about digital payments helping to stop the
spreading of COVID-19, 250 agreed that this payment method would help to stop the virus spread.
Only 5 people said that digital payment does not help in stopping the spread.
During the pandemic, most of the open businesses used logbooks for contact tracing if any visitor
has a virus. However, many retail stores that accepted mobile wallets and QR code payments used
the payer details as contact tracing details. When asked about it, 62% of participants said such
payment would be helpful in contact tracing as name and contact details are received by the store
along with the date and time of the payment. However, 13% of people believed this method would
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not be effective.

When asked about the government’s initiative on using digital payments has helped, 68% of
participants stated that such initiatives would help in making digital payment easy. Finally, we asked
to compare cash vs. digital payment; 86% said digital payment is better than cash payment.

The discussion clearly depicts the primary factors that forced people to shift from cash payment to
digital payments. The factors, according to the data analysis, are convenient to use, stopping the
spread of the virus via cash, using it as a means of contact tracing during the pandemic, initiatives of
the government and digital payment service providers and digital payment being a better option
than cash. These factors are the answer to the research question and satisfy the objective to find the
factors forcing people to shift to digital payment from cash during the pandemic in Nepal.

A similar study was conducted by Hendy Mustiko Aji in 2020, where the research was focused on
finding the intention of people to use e-wallets during the pandemic in Malaysia and Indonesia. The
research concluded that fear of coronavirus and government initiatives motivated people to use e-
wallets during the pandemic in Malaysia and Indonesia.

Research Question 3 What will be the main challenging factors impacting future prospects of
digital payments in Nepal post CoVid-19?

Every problem comes to an end. As the world is currently busy vaccinating against COVID-19, the
normal life is slowly returning to its old form. When the vaccination is complete, there would be no
risk of coronavirus transmission from person to person. In such a situation, government and digital
payment services should be aware that gaining new users or current users abandoning digital
payment would be normal. We asked some opened-ended questions about the future prospects of
digital payment after the COVID-19 ends from a user perspective to our participants.

When asked about the continuity of digital payments in the future, even after the pandemic ends,
91% responded they would continue to use digital payments. We also brought the security features
of digital payment as they are the most secured mean of payment and easily trackable and
retrievable in case of theft of mobile cards happen. We asked if digital payment is safe compared to
cash and 80% responded it being safe, a reason to keep using even after the pandemic ends.

We also included the promotional activities to gain new users and keep exiting one as a question.
84% of respondents believe such promotion will keep the existing users and bring new users into the
digital platform instead of keep using cash for the transaction. Not to forget the government
intervention on digital payment, as the government of Nepal has recently started collecting taxes
and fines using digital payments. We asked if this step help in shaping the future of digital payment
in Nepal, 75% of people believe this is a positive step by the government. And finally, we also asked
if covering the population in the rural part of Nepal by expanding services there could increase the
userbase in those areas. 77.5% of people believe providing services and support to rural areas of
Nepal will help to bring more business as well as users to the digital economy of Nepal. Only about
4% believe this step will not help in shaping the future of digital payments in such part.

As discussed above, not providing services and supports to businesses and users in the rural area
and keeping the existing users after the pandemic ends are challenging factors impacting the future
prospect of digital payments in Nepal. Educating users about the benefits of digital payments and
providing information about government fees and tax payments via digital payment could attract a
new segment of the population that has not used digital payment even during this pandemic.

5.3 Conceptual Framework
Every research is incomplete without a framework, either be a conceptual or theoretical one. When
studied about the various available models and frameworks, as this study focuses on the acceptance
of new technology by individuals and their behavior on acceptance of the technology, we concluded
that “Technology Acceptance Model” (TAM) would be the best framework for the research (Jokonya,
2015). TAM framework is proposed on the data collected, reviewing the papers in literature review
and mostly it is the study of the adoption of new technology during the pandemic in Nepal.
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Figure 1: TAM Framework for adoption of digital payment in Nepal

5.4 Validation of the proposed framework
Independent Factors
These are the factors that mostly determine whether the TAM is accepted or not. Factors like
education of the person, area of living, literacy of IT, gender, education level are prime determinants
for the result.
Perceived Risk (Using Cash during pandemic)
As reported by various sources and directives of World Health Organization, cash payment is
considered a risk during the pandemic as it can transmit the virus from one person to another
(Taylor, 2020). In our research, using cash and getting infected with coronavirus is considered as a
perceived risk. To validate it, 55% of the total respondent believed using cash during the pandemic is
a risk.
Perceived Usefulness (Safety from virus)
Since the digital payment options mostly don’t deal with physical contact to complete the purchase,
even in retail stores, we considered the safety from the virus as the perceived usefulness of the
digital payment. To validate, 82% of the total respondent said going digital and not using cash will
help to stop in spreading of coronavirus during the pandemic. Hence, we can consider it as perceived
usefulness.
Perceived Ease of Use (easy to sign up and accepted everywhere)
To accept any new technology, the ease in using must be one of the factors to be accepted. In our
research, we found almost every retails store accepted digital payment during the pandemic
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(Viswanath Venkatesh, 1996). It is also notable that commercial banks of Nepal are allowed to open
new accounts or add new services digitally during pandemics enabling ease of use (Shrestha, 2020).
In accordance with the data collected from the survey, 52% of respondents said it was extremely
easy to pay using digital payment and is accepted by almost every retail store in Nepal.

Intention to Use (Intention to use digital payment)

When considering the above factors, we can conclude that the intention to use digital payment is
validated by the data collected in our research. Since the perceived risk of coronavirus is aligned with
the perceived usefulness of using digital payment and ease of use of the digital payment, we can
conclude that the intention to use the digital payment is validated.

(Actual System Use) Adoption of Digital Payment

The primary task of the Technology Acceptance Model (TAM) framework is to find if the proposed
technology is accepted among people or not. In our case, we conducted all the surveys covering the
independent variables. We also got the data on the actual use of digital payment. We found that
people have shifted from cash to digital payment since the start of the pandemic.

6 Conclusion and Recommendation

6.1 Conclusion
Using the Technology Acceptance Model (TAM) framework for this study, we were able to find the
actual factors and motivation for the shift in the adoption of digital payment. We were able to find
the perceived risk of COVID along with other independent variables like demography and literacy,
resulting in factors like perceived usefulness and ease of use of digital payment to accelerate the
adoption of digital payment.

6.2 Recommendation

This research is able to determine the factors that helped to accelerate the adoption of digital
payment in Nepal. It also provides an insight into the perception of cash among respondents. The
research verifies the acceleration of digital payment adoption during pandemic and factors enabling
it in the context of Nepal. This can contribute to those who want to get insight data, especially for
digital payment service providers, to find the factors and validate them with their tools. As the
research used the TAM framework and modified it to fit the requirement of the research, making it
usable to various researchers and students for digital payment acceptance in the future.

6.3 Future work
This whole research was carried during the COVID-19 pandemic in Nepal. As the finding showed the
increase in the number of users of digital payment because of various factors like COVID-19 risk,
perceived usefulness and ease of use of the digital payment, the research gap is seen on the
acceleration even after the pandemic ends. This research didn’t cover the degree to which adoption
is voluntary, as people may ditch digital payment and use cash again when there is no perceived risk
of COVID. This leaves a research gap for such types of study in the future.
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