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Introduction 

T he COVID-19 pandemic has resulted in severe 
and protracted disruptions to the livelihoods 

of people all around the world, both in developing 
and developed countries. The pervasive effects 
of this pandemic, which have ended up affecting 
every aspect of our societies, keep unfolding as 
the crisis progresses, leaving profound marks 
on people’s livelihoods and countries’ economies 
that are expected to last for many years after the 
pandemic has ended.

As part of the global response to COVID-19, the 
digital finance industry has been playing a key 
role in developing and providing services and 
innovations that have mitigated, at least partially, 
the disruptions brought about by the pandemic on 
multiple aspects of people’s lives. In developing 
and emerging contexts, especially, there has been 
a strong surge in interest for the ample potential 
that fintech (i.e. financial technology) carries in 
preserving people’s livelihoods and businesses 
that have been, and continue to be, threatened by 
the pandemic, thereby enabling and sustaining – 
within societies – the flow of cash, credit, 
deposits, investments, salaries, government-to-
persons (G2P) and peer-to-peer (P2P) transfers, 
among others, at national and regional levels. 

The public and private sector’s response to the 
COVID-19 crisis has been promoting an overall 
acceleration of the digital financial inclusion 
process in developing contexts, especially in a 
number of countries (such as West African ones), 
where it was still lagging compared to regional 
trends (Peyton, 2020). On the side of the demand 
for finance, both developed and developing 
countries have experienced substantial growth 
in the subscription and use of digital financial 
services, as people have looked for alternative 
ways to run and manage the financial aspects 

of their lives, in light of extended periods of 
lockdown, physical distancing, and livelihood 
disruptions. On the side of the supply, traditional 
financial institutions (FIs) have been forced to 
radically re-think their business models and 
delivery mechanisms, by investing heavily in their 
digital channels, often ending up accelerating a 
process of gradual digitalization of their financial 
offer that was already in the making.

From a developmental perspective, this 
accelerated shift towards a digitalization of 
financial services can prove to be an unexpected 
boon for financial inclusion amid the disruptions 
brought about by COVID-19. Before the crisis, 
digital finance (and chiefly mobile money) had 
already proven to be a fundamental enabler of 
financial inclusion in developing and emerging 
economies, especially when it came to reaching 
and serving the most isolated and financially 
underserved individuals. In the wake of the 
pandemic, this rapid surge in interest for fintech 
solutions (on the part of governments, businesses 
and the general public) is bound to have 
substantial implications in terms of an increased 
potential for digital channels to promote 
financial inclusion on a global scale.

Serious concerns, however, exist on the 
implications of such an accelerated shift 
towards a cashless, digitally banked society. 
First and foremost, the risk of further widening 
the divide between those already capable of 
accessing digital financial services and those 
who – depending on the context – might not be 
able to such as rural people, women, the ultra-
poor, migrants and refugees, indigenous people, 
the elderly, and the scarcely literate, especially 
considering that these categories often intersect. 
Furthermore, a series of related, critical concerns 
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which can inspire both policymakers and the 
industry towards new solutions that can aid in 
responding to this and future crises.

The intended audience for this study is quite 
broad, given the vast numbers of both public 
and private stakeholders engaged in response 
efforts against this crisis, as well as the myriad 
uses that digital financial services can have to 
mitigate the impact of the pandemic and keep 
vital services functioning during lockdown. 
Target audience categories include:

∙∙ Policymakers at the country and regional level 
can use this research to analyze the policy 
responses implemented by their counterparts 
in the context of the COVID-19 crisis, drawing 
inspiration for the design of their own bundle of 
policy interventions and collaborations in the 
digital finance arena. Policymakers can also 
draw from this study to anticipate and mitigate 
possible bottlenecks and constraints associated 
with their current policy approach to the crisis, 
in an attempt to curb potential side effects 
and inequalities in terms of financial inclusion, 
stemming from their initiatives. 

∙∙ Development practitioners (and their 
agencies) can use the findings of this study to 
inform their own programmes, research, and 
capacity building associated with the pandemic 
response, as well as the overall promotion of 
digital financial inclusion, in developing and 
emerging contexts.

∙∙ Mobile money operators (MMOs), fintech 
companies and other FIs can use this 
information to identify the critical gaps in 
current and future demand for services 
generated by the pandemic, and subsequently 
respond to these gaps by expanding their offer 
of tailored digital financial products, taking 
inspiration for product design (or re-design) 
from the private sector’s experiences detailed 
in this study.

exist over issues of data privacy and security, 
transparency, predatory lending, and market 
monopolization, among others, all of which will be 
analyzed in-depth throughout this study.

Overall, even after the pandemic is over, the 
trajectory of digital financial inclusion on a global 
level is bound to be forever altered by this event, 
as the rapid surges in innovation and uptake of 
digital finance solutions are expected to leave 
lasting marks, not only on the fintech industry, 
but also on the overall attitude and approach that 
populations and governments have towards these 
types of technologies. 

In light of these premises, this working paper has 
two main objectives:

1	 To provide a comprehensive overview of how 
the COVID-19 pandemic has been impacting 
on the digital financial ecosystems of 
low- and-middle income countries (LMICs), by 
accelerating, overall, a process of widespread 
digitization of financial services that was 
already partially ongoing in developing and 
emerging contexts.  It aims to illustrate the 
advantages and risks associated with this 
surge in uptake and use, providing ideas on how 
to leverage the paradigm changes affecting 
the overall approach and perspective towards 
digital financial services – on the part of 
various stakeholders – to advance financial 
inclusion and development.

2	 To showcase how digital financial services 
have been used – in both traditional and 
innovative ways – to mitigate the impact of 
the COVID-19 crisis on LMICSs’ economies 
and societies, by both public and private 
actors, while also establishing a foundation 
for the longer-term digital financial inclusion 
of vulnerable citizens. It seeks to present 
not only innovations that have already been 
implemented and brought to scale, but also 
new proposals from key thinkers from the 
fields of development finance and fintech, 
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In order to achieve the aforementioned objectives, 
and assist the different target audiences in 
identifying the content most relevant to their work, 
the study has been structured into seven sections:

 1	 The impact of the pandemic on digital 
payments and transfers. This section 
provides a general overview of the current and 
expected impact of the pandemic on digital 
payments and transfers around the world. It 
showcases the various measures adopted by 
policymakers and MMOs to promote the use 
of digital channels for payments and transfers 
at the country level, both as an alternative to 
the use of physical cash and as an overall tool 
for livelihood strengthening when faced with 
lockdowns and physical distancing.

 2	 Fostering the use of digital payments to 
enable e-commerce and door-to-door 
delivery services. This section focuses 
specifically on the promotion of digital 
payment modalities to enable e-commerce 
and door-to-door delivery in the context of the 
response to the pandemic, as an instrument 
of livelihood resilience, provision of essential 

goods, and MSME (micro, small- and medium-
sized enterprise) sector promotion. 

 3	 Ensuring timely payments of response 
staff through digital channels. The merits 
of digitizing payments for response workers 
active in the first line against the COVID-19 
pandemic are examined in this section. The 
advantages that can be derived from such 
a process in terms of increased precision, 
safety and timeliness of salary payments to 
response workers, as well as the resulting 
benefits in terms of a strengthened field-level 
response to the pandemic are also examined.

 4	 Transitioning to fully digital remittances 
during COVID-19. The specific focus of this 
section is on the impact of the pandemic on 
remittance flows sent by migrant workers 
from all around the world to their home 
countries. The challenges associated with 
developing fully digitized remittance transfer 
chains that can facilitate such flows in a global 
scenario characterized by extensive lockdown 
measures and widespread economic paralysis 
are illustrated.

Food vendor in  
Kampala, Uganda,  
shows the SafeBoda  
app on her phone
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 5	 Enabling social safety nets by digitizing 
G2P transfers. This section focuses on 
the diffused implementation of digital 
government-to-people (G2P) cash transfer 
schemes in various countries of the world; 
these are mainly directed at vulnerable 
citizens that have lost their main sources 
of income due to the pandemic. It seeks to 
illustrate how the digitization of social safety 
nets can have extremely beneficial effects in 
terms of outreach, timeliness, precision and 
transparency of social cash transfers, thereby 
guaranteeing a basic layer of protection to the 
most vulnerable segments of the population.

 6	 Providing digital credit solutions to mitigate 
the impact of the pandemic. The focus of 
this section is on the use of innovative and 
tailored digital credit products to assist small 
businesses critically affected by the pandemic 

in weathering its worst effects, as well as to 
promote a longer-term process of business 
digitization that can help them to remain 
competitive in a post-COVID world. 

 7	 Final considerations and recommendations. 
This section provides a series of final 
considerations on the role of the COVID-19 
crisis in influencing the evolution of digital 
financial inclusion in developing and emerging 
contexts. It also provides a series of general 
recommendations directed at policymakers, 
development agencies and MMOs, which can 
assist them in developing a strategic response 
to the crisis that focuses on leveraging and 
promoting digital financial services as a 
fundamental tool for inclusion and resilience. 
The majority of these recommendations are 
also bound to be valuable in future large-scale, 
catastrophic events.
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the number of registered mobile money accounts 
across macro-regions, from 2011 to 2018. While the 
growth in accounts has been substantial all around, 
the largest increases have been registered in 
Sub-Saharan Africa (almost 400 million registered 
accounts as of 2018) and South Asia (287 million).

According to the latest “State of the Industry 
Report on Mobile Money” from the Global System 
for Communications (GSMA), which provides a 
snapshot of the global mobile money landscape 
one year before the pandemic, mobile money 
accounts around the world totaled over 1 billion 
as of 2019. Mobile money services are available 
in 96 percent of those countries where less 
than one-third of the population has an account 
at a formal FI, which showcases the extreme 
importance of such services for financial 
inclusion. For the first time in 2019, the total value 
of digital transactions constituted the majority 
of mobile money flows (57 percent), higher than 
the value associated with cash-in cash-out (CICO) 
transactions. In other words, in 2019 a larger 
share of money had been entering and leaving 
the system in digital form, rather than through 
a cash conversion (GSMA, 2019). As will be seen 
throughout this study, this gradual shift towards 
cashless – or “cash-lite”1 – societies carries a 
range of positive implications with regards to the 
response to the COVID-19 pandemic.

Despite this promising scenario, it should be noted 
that the digital divide in LMICs is still extremely 
strong, especially because of the significant 
ICT (information communications technology) 
infrastructure gaps that still exist, especially in 
the most remote areas. According to data from 
the GSMA (2019), only 47 percent of the world’s 

1	 As illustrated by Mas and Porteous (2013): “Inclusive cash-lite 
is not necessarily a cashless world, but a world where cash is 
increasingly relegated to the ‘edge’ of the electronic grid, and 
used predominantly within local communities for small, face-
to-face payments. In a cash-lite world, physical and digital 
money compete, each finding its own niche applications, with 
a gradual diminution in the role of physical cash over time. The 
logical transition toward a cash-lite world starts with people 
transporting less cash, then storing less cash, and finally using 
less (or no) cash in daily payments and transactions.”

population is connected to mobile internet 
(3.54 billion people), while 43 percent lack access, 
although it resides within the footprint of a mobile 
broadband network  (i.e. a “usage gap” of 3.38 billion 
people), and 10 percent neither have access nor 
could benefit from coverage in any case (i.e. a 
“coverage gap” of 750 million). The combined 
coverage and usage gaps are highest in South Asia 
(77 percent), Sub-Saharan Africa (76 percent), and 
the Middle East and North Africa (60 percent). 

The gender gap in mobile ownership and access to 
mobile-enabled financial services is a particularly 
critical component of the digital divide. According 
to GSMA (2020a) data, women in LMICs are 
8 percent less likely than men to own a mobile 
phone (165 million less women than men), and 
are 20 percent less likely to access the internet 
through a phone (300 million less). According to 
the 2018 ID4D Global Dataset2, there is a 16-point 
gap between women and men in LMICs in the rate 
of access to formal identification (ID), which is a 
critical enabler to mobile account registration and 
financial inclusion in general. Finally, the latest 
data from the 2017 edition of the Global Findex3 
shows that there is a 7 percent gap between 
women and men who reported making or receiving 
digital payments through a mobile account (Bill and 
Melinda Gates Foundation et al., 2020).

These data provide some interesting glimpses 
into the state of digital financial inclusion in 
developing and emerging contexts prior to the 
pandemic. But how has this catastrophic event 
affected the scenario we just presented? First 
and foremost, the COVID-19 pandemic has 
been accelerating a widespread process of 

2	 The Global ID4D Dataset, compiled by the World Bank Group’s 
Identification for Development (ID4D) initiative, provides a 
global estimate for the number of individuals without proof of 
legal identity.

3	 The World Bank’s Global Findex is the world’s most 
comprehensive dataset on how adults save, borrow, make 
payments and manage risk. Launched with funding from the 
Bill and Melinda Gates Foundation, the database has been 
published every three years since 2011. The data are collected in 
partnership with Gallup, Inc., through nationally representative 
surveys of more than 150 000 adults in over 140 economies.
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SECTION 1	 The impact of the pandemic on digital payments and transfers	

digitalization of financial services in LMICs that 
was already ongoing  – with varying degrees of 
velocity – prior to the outbreak. Citizens have 
been embracing digital financial products in an 
effort to mitigate the severe restrictions and 
challenges that the pandemic (and subsequent 
public response measures) has brought to 
their personal and professional lives. Financial 
institutions have been investing heavily in their 
offer of digital financial services to respond to 
this widespread increase in demand, seeking to 
adapt to and withstand the effects of the crisis. 
Governments have been promoting the use of 
digital financial services (and especially digital 
payments and transfers) through targeted policies 
and interventions, both to mitigate the spread of 
the virus and, more broadly, as an instrument for 
social protection, livelihood strengthening, and 
improved resilience in the face of the pandemic.

From the perspective of financial inclusion, one 
of the main risks associated with this overall 
acceleration in the financial digitization process 
is leaving behind large categories of individuals 
who are particularly exposed to the effects of 
the pandemic (such as the elderly and those living 
in rural locations), who are also those less likely 
to be able to access and use these services. As 
will be illustrated throughout this study, this push 
towards an accelerated financial digitization 
should be balanced with appropriate inclusion 
considerations and adequate customer protection 
measures. This, in fact, should be a common 
concern for all stakeholders in the digital finance 
ecosystem, including policymakers, MMOs, fintech 
companies, international development agencies, 
and many others.

In the next sections, this study will provide a 
comprehensive analysis of the various facets and 
aspects associated with this scenario of increased 
financial digitization in the time of COVID-19;  the 
different ways in which public and private actors 
have promoted and leveraged this process; and the 
associated implications that this scenario carries – 
from the perspective of financial inclusion – for 
developing and emerging contexts.

1.2 	 A surge in the use of digital 
payment and transfer services

Surges in the use of digital payments and 
transfers have been registered on a global scale, 
and in widely different contexts, in the aftermath 
of the outbreak. Even countries that registered 
considerably high levels of access and use of 
digital financial services prior the pandemic have 
witnessed a spike in their subscription and use, 
as population segments that had so far eschewed 
this market (such as the elderly and those living 
in rural areas) have been forced to transition to 
these systems out of necessity.

Several factors, which will be further analyzed 
in the following sections, have contributed to 
an overall increase in the use of digital payment 
and transfer services in both developing and 
developed countries: a higher reliance on digital 
financial services due to forced confinement 
and the need to respect physical distancing; 
a diffused, albeit unproven, concern that cash 
could act as a carrier of the COVID-19 pathogen; 
the implementation of large-scale, digital social 
transfer schemes on the part of governments that 
have sought to provide economic relief to millions 
of vulnerable citizens; and the surge in use of 
digital remittance services on the part of migrant 
workers sending money home.
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The impact of the pandemic on digital payments 
and transfers has not been uniformly positive, 
however. Evidently, industries that have been 
critically affected by the outbreak have registered 
substantial decreases in the volume of incoming 
digital payments, such as tourism, education and 
hospitality. Nevertheless, it can be assumed that 
these reductions in volume will slowly rebound 
as the world adapts and recovers from the initial 
impact of the pandemic, with the most recent 
data appearing to confirm this. On the other 
hand, the positive changes that the crisis will 
have on the uptake, use and familiarity of digital 
payment and transfer services at the global level 
are expected to be long-lasting, as these services 
become increasingly assimilated into the financial 
behaviours of entire populations, and with the 
potential to shape the trajectory of the industry 
for years to come.

In any case, deeper changes to digital payment 
trends around the world will take considerable 
time to unfold and consolidate, a process that 
will depend chiefly on the overall duration of 
the pandemic, the measures taken to mitigate 
its impact on the economy, and the slow, 
gradual shifts in financial consumers’ habits 
and behaviours.

The following snippets of data can help to gain a 
sense of the changes to digital payment use that 
have been registered in different countries, in the 
first months following the outbreak:

∙∙ According to a survey by the Capgemini 
Research Institute (2020) of 11 countries,4  
46 percent of consumers were expecting that 
their use of digital payment channels would 
increase in the six months following the 
beginning of the pandemic, with the greater 
shift registered in consumers aged 18 to 45.

4	 The survey, carried out in April 2020, encompassed a sample of 
11 200 consumers across China, France, Germany, India, Italy, 
the Netherlands, Norway, Spain, Sweden and the United States 
of America.

∙∙ A survey by Indian consultancy firm Local 
Circles (2020) found that 42 percent of Indians 
had increased their use of digital payments in 
the three weeks following the outbreak, mainly 
to buy essential items, both at physical vendors 
and on e-commerce platforms.

∙∙ In Kenya, the impact of the COVID-19 outbreak 
on the flows of digital payments varied 
widely from sector to sector, according to 
data from FSD Kenya (Mburu, 2020). On one 
hand, a number of merchant segments saw 
the volume of incoming digital payments 
increase substantially following the outbreak 
of the virus, such as food and groceries (a 
35 percent increase), pharmacies (18 percent) 
and agribusinesses (54 percent). On the other 
hand, specific merchant segments registered 
a substantial (and understandable) reduction 
in digital payment volume: education-related 
digital payments dropped by 94 percent due 
to school closures, for example, while digital 
payments in the tourism industry dropped by 
56 percent in April (although the decline was 
already reduced to 39 percent the following 
month).

∙∙ One of the leading mobile money platforms of 
Pakistan, Easypaisa, reported a 35 percent 
increase in new customers during lockdown, a 
17 percent increase in daily transactions, and 
a 185 percent increase in bank transfers via 
mobile wallets (Kumar and Shah, 2020).

∙∙ In the Philippines, the largest MMO in the 
country, GCash, reported a 150 percent 
increase in mobile money account registrations 
in the first month following the outbreak, 
reaching a total of 20 million registered users 
(Endo, 2020). It also reported that the total 
amount of payments made through its platform 
in May 2020 was eight times higher compared 
to what was registered in the same month in 
2019 (Endo, 2020).

∙∙ In Rwanda, according to data from Cenfri, 
the value and volume of mobile-powered P2P 
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unknown, and no clear linkage between note 
handling and virus diffusion has been proven so 
far. Financial sector regulators at the country 
level have adopted different stances on this 
matter, either attempting to restore faith in 
cash as a safe medium of exchange, or actively 
discouraging its use to avoid a possible risk of 
infection.6 Despite the lack of a definitive answer 
on the matter, in both developing and developed 
countries, a strong surge has been registered in 
the use of digital payment instruments, both as 
a way to avoid handling cash7 and, more broadly, 
to facilitate purchases in a time of extended 
lockdown. Governments and regulators worldwide 
have supported this process by designing and 
implementing integrated strategies to promote 
digital payments in their markets, combining 
regulatory reforms, recommendations to the 
public, and targeted collaborations with fintech 
companies and MMOs.  

The majority of such response policies have 
been implemented by policymakers on a strictly 
temporary basis, although a number of them 
(e.g. those related to know-your-customer, or 
KYC, requirements) might spur more permanent 
changes to financial regulatory frameworks. 
Furthermore, there have also been noteworthy 
examples in various countries of MMOs 
implementing similar measures on their own 
shortly after the outbreak, without being forced 
by the regulator. Some of the most common 
measures implemented in this regard have been:

∙∙ Waiving or reducing fees on digital 
transactions. These types of temporary 

6	 The Central Banks of Canada, Germany, Luxembourg and New 
Zealand, for example, have declared that the risk of infection 
from currency notes is minimal, and that cash should be 
viewed as a safe medium of exchange. The People’s Bank 
of China and the Bank of Korea, however, have gone as far 
as sterilizing currency notes before circulating them in the 
economy, while the Central Banks of Kuwait and Hungary 
quarantine newly printed notes for two weeks (Auer, Cornelli 
and Frost, 2020; Lepecq, 2020).

7	 Aside from the exchange of possibly contaminated notes, 
a mobile transaction also makes it possible to completely 
eliminate any physical contact between buyer and seller.

measures have encompassed full or partial 
waivers of both P2P transactions and wallet-
to-bank and bank-to-wallet transactions, 
with the aim of promoting the use of digital 
payments and transfers over physical cash. 
In a number of countries (e.g. Kenya), fees 
were waived for transactions under a certain 
threshold, to encourage the use of mobile 
money, especially for low-value, everyday 
transactions, thereby reducing the circulation 
of physical notes in the market.

∙∙ Lowering the minimum amount required 
for a transaction. This also encourages the 
digitalization of low-value, routine payments.

∙∙ Increasing transaction limits and maximum 
wallet balance. These measures are meant 
to facilitate trade and purchases of both 
essential and non-essential items, allowing 
mobile wallet owners to avoid having to 
resort to cash in case they exceed their daily, 
weekly or monthly thresholds, or if the item in 
question is too expensive.

∙∙ Reducing interchange fees. In light of the 
pandemic, temporarily reducing interchange 
fees, (i.e. the transaction charges that a 
merchant’s bank account must pay whenever 
a customer uses a credit/debit card to make a 
purchase from their store), makes sense when 
seeking to incentivize payments through a 
contactless card over cash. Nevertheless, 
it is safe to say that such measures are less 
effective in terms of promoting physical 
distancing than mobile or online payments.

∙∙ Relaxing KYC requirements for new customer 
enrolment and self-registration. The rationale 
for these kinds of measures is to fast-track 
new customers’ entry into the mobile money 
system, while also reducing the need for 
contact between customers and agents (GSMA, 
2020b). See Section 5.2 for a more in-depth 
discussion related to the challenges and 
tradeoffs related to such measures.
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The list below provides a few concrete examples 
of the application of these and other measures, 
as part of the public and private response to the 
COVID-19 crisis in LMICs from different regions 
of the world. Note that, unless otherwise noted, 
all these measures have been implemented on a 
temporary basis.

∙∙ Ghana: The Central Bank announced in 
March 2020 that all banks and MMOs had to 
temporarily waive fees for mobile transactions 
under GHS 100 (USD 18) and also ease KYC 
requirements to allow citizens to open low-tier, 
mobile wallet accounts through existing mobile 
phone registration details; all without having 
to provide additional documents. Daily and 
monthly transaction limits, as well as maximum 
account balance limits, were also increased in 
a scalar manner, depending on the tier of the 
account owned (Bright, 2020).

∙∙ India: The Indian Central Bank (Reserve Bank 
of India) has encouraged Indian citizens to use 
digital payment services rather than cash, and 
this was echoed by the National Payments 
Corporation, which launched a fully-fledged 
awareness campaign (“India Pay Safe”) to 
promote the same message. The commercial 
banking sector has temporarily waived fund 
transfer charges on digital banking platforms to 
encourage digital payments.

∙∙ Kenya: Following a directive from President 
Uhuru Kenyatta to “explore ways of deepening 
mobile-money usage to reduce risk of 
spreading the virus through physical handling 
of cash”, the Central Bank of Kenya has 
implemented a bundled policy response 
to encourage digital payments usage in 
the country. These temporary measures 
have included: a fee waiver on all mobile 
money transactions up to KES 1 000 (USD 9); 
increasing transaction limits for mobile money 
to KES 150 000 (USD 1 400); waving charges 
for transfers between mobile money wallets 
and bank accounts; increasing the daily limit 
for mobile money transactions to KES 300 000 

(USD 2 800); and eliminating monthly limits 
(Benni, Berno and Ho, 2020).

∙∙ Nigeria: Although the Central Bank has only 
limited itself to recommending the use of 
digital money over cash to the public, several 
initiatives were taken unilaterally by leading 
MMOs in the country to promote this change: 
the telecom company MTN Nigeria, for 
example, waived fees for all mobile money 
transfers made through its MoMo agent 
network; the mobile payment company 
Paga waived fees for merchants to receive 
e-payments from their customers through its 
platform; and Jumia, a leading e-commerce 
provider, discounted the purchase price of all 
items by 10 percent for customers who paid 
using a Mastercard through its JumiaPay portal 
(Adesina, 2020). 

∙∙ Pakistan: In March 2020, the State Bank of 
Pakistan temporarily waived the requirement 
for customer biometric identification in order 
to register for online and mobile banking 
account, and all fees are waived on fund 
transfers through online channels. Banks 
were also recommended to ensure that their 
customer support mechanisms, such as help 
desks, were operational and available full 
time to aid customers in the use of alternative 
delivery channels such as mobile and internet 
banking, ATMs, and so forth.

∙∙ Rwanda: In March 2020, the National Bank 
of Rwanda waived fees on mobile money 
transfers, transfers between bank accounts 
and mobile wallets, and merchant fees for 
payments using mobile transactions. The 
bank has also increased – by three times – 
the limit on individual transfers using 
mobile money wallets, from RWF 500 000 to 
1 500 000 Rwandan francs (USD 520 to 1 560) 
(Carboni and Bester, 2020). 

∙∙ West African Economic and Monetary Union: 
The Central Bank of West African States has 
introduced a number of measures to promote 
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digital money use among its member states, 
in addition to those adopted at country level: 
a fee waiver for all P2P transactions under 
CFA 50 000 (USD 86); increasing daily and 
monthly recharge limits on mobile wallets; 
waiving fees on utility bill payments under 
CFA 50 000 made through mobile money; 
waiving fees paid by merchants on purchases 
made with mobile money; and easing KYC 
requirements to allow for remote registration 
of mobile money users (GSMA, 2020b).

Despite these promising initiatives, it is 
important to underline that this process of 
accelerated payments digitization, for entire 
LMICs’ populations, carries its own set of risks 

and challenges. Existing gaps and imbalances 
in LMICs’ socioeconomic fabric, from the 
perspective of inclusion, access, education 
and regulation, are all factors that are bound 
to influence the impact of the public policies 
mentioned above, with potential distortions 
and negative effects on people’s resilience, 
social and economic empowerment, and overall 
development. The following are the main risks 
associated with an accelerated payments 
digitization process:

∙∙ Widening the digital and financial inclusion 
divide: From a developmental perspective, 
a transition towards digital payments and 
transfers at the country level can only be 
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achieved sustainably if policymakers and 
private FIs ensure that this process does not 
further increase the divide between those 
already capable of accessing and using digital 
financial services, and those who are not. 
Public–private efforts to promote the use of 
such services in countries that are still lacking, 
for example, an adequate IT infrastructure, 
inclusive levels of mobile ownership, digital 
and financial literacy, an enabling sector 
regulation, risk widening the existing gaps in 
digital and financial inclusion that traditionally 
affect underserved people, such as rural and 
indigenous people, women and youth. 

∙∙ Issues of privacy and surveillance creep: 
An accelerated process of financial services’ 
digitization is bound to make available 
massive amounts of citizens’ personal data to 
both governments and the private financial 
sector, not only because of the sudden rise 
in clients’ registrations and use of digital 
financial products, but also due to the 
associated implementation or expansion of 
digital identification systems at the country 
level, geolocation and other features. Several 
governments in both developing and developed 
countries have begun to use these data to 
orient and inform the health response strategy 
against COVID-19 by, for example, limiting 
people’s movements and narrowing their 
targets for COVID-19-related public messaging, 
in the name of public health management (see 
Section 2.1 for more information on this).

Several observers, also from within the 
United Nations System,8 have pointed out that 
extensive governmental use (or misuse) of 
these data on citizens’ financial identities and 
behaviours, especially when triangulated with 
other digital sources of private information 
such as contact tracing apps or private travel 
histories,  risks  paving the way to widespread 
state surveillance and prolonged abuse of 
executive emergency powers, even after the 
end of the crisis. It would be a mistake to think 
that this risk is only circumscribed to countries 
that already showed authoritarian tendencies 
prior to the pandemic, as it also applies to 
established democracies in which the debate 
around the limits of citizen surveillance on the 
part of the government is currently ongoing.

∙∙ Increased risk of fraud, data theft and 
scams: The sudden surge in the use of digital 
payment and transfer services carries a 
considerable higher risk of digital fraud, data 
theft and scams, as the number of individual 

8	 See, for example, WHO (2020); Berman et al. (2020); and 
UNDESA (2020).
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transactions increases exponentially due to 
the fewer number of alternatives available 
to carry out purchases, and as thousands of 
people unfamiliar with these services begin 
using them for the first time out of necessity, 
due to pandemic-related restrictions. New 
and old users risk falling prey to both mobile 
and internet scams, as well as fraudulent 
and misleading commercial practices on 
the part of the FIs providing digital services. 
Companies can be subject to ransomware 
attacks, by which the company’s files 
are encrypted by malware, making them 
inaccessible, with a ransom payment being 
demanded to decrypt them.  Especially in 
developing and emerging contexts, where 
digital and financial literacy levels can be 
notably low, consumers and businesses can 
turn out to be especially vulnerable to these 
kinds of risks.

Some initial data collected in the aftermath 
of the COVID-19 outbreak, in fact, appear 
to reflect a growing concern among digital 
finance users over the increased risk of 
fraud and scams due to the higher reliance 

of people in lockdown on these services. 
According to a survey by the payment systems 
company ACI Worldwide (2020), for example, 
46 percent of Indian consumers stated they 
were considerably more concerned about 
digital payments fraud following the COVID-19 
outbreak, while 28 percent declared they were 
exercising considerably more caution when 
using these services.

There are several layers of interventions that 
policymakers can enact to mitigate such risks, 
including the introduction of transparent and 
impartial redress mechanisms; adequate 
regulation and supervision of FIs in the digital 
finance space; strengthening IT security 
within FIs’ internal structures; training agents; 
expanding consumers’ choice in FI selection; 
digital and financial education for consumers; 
incentivizing ease-of-use and customer-
centricity in the design of apps and digital 
platforms; and several more. These different 
types of policy and programmatic interventions 
will be analyzed in-depth in the various 
sections of this study.
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Fostering the use of  
digital payments to enable 
e-commerce and  
door-to-door  
delivery services

2

2.1	 General overview

The COVID-19 pandemic and consequent 
lockdown measures have resulted in a strong 
shift towards online buying from home and a 
higher reliance on door-to-door delivery services 
at a global scale, as people, forced to remain 
in their houses, had to adjust their purchasing 
and consumption patterns to adapt to the new 
scenario. Aside from developed countries, this 
scenario also presented itself in those LMICs that 
had invested substantially, prior to the pandemic, 
in the development of a solid e-commerce 
infrastructure at the country level. In Peru for 
example, as of April 2020, almost 50 percent 
of all private purchases were carried out online 
because of the lockdown, a fourfold increase 
compared to a few months before (Peru Retail, 
2020). In Brazil, a survey carried out in June by 
Visa (2020) showed that 56 percent of consumers 
had started shopping online whenever possible, 
as a response to the pandemic.  Daraz, the largest 
e-commerce platform of Pakistan, reported a 
40 percent increase in online sales of essential 
items in the month after the lockdown (Niazi et al., 

2020). It is important to note that this growth has 
not only encompassed business-to-consumer 
(B2C) sales, but also business-to-business (B2B) 
e-commerce.

On one hand, online purchases, especially of 
essential goods, have initially increased following 
the global COVID-19 outbreak. On the other, the 
growth in e-commerce has been partially offset 
by the complex combination of operational and 
economic challenges that the pandemic has 
created for international and regional trade, in 
terms, for example, of supply chain disruptions, 
over-demand for specific articles, as well as 
widespread order cancellations due to the 
uncertain economic situation. To give an example, 
Jumia, the largest e-commerce operator in 
Africa, had to temporarily suspend deliveries of 
consumer electronics and fashion items following 
the outbreak on the continent, due to supply chain 
disruptions registered in China (Kazeem, 2020). 

While it is too early to gauge the effects that a 
pandemic-induced economic recession can have 
on e-commerce at a global level, it is evident that 

SECTION
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e-commerce and door-to-door delivery services 
(such as the elderly and the rurally located) to 
embrace these services out of necessity, a 
scenario that also carries evident associated 
risks in terms of data privacy concerns, cyber-
security, and vulnerability to deceptive practices, 
to name a few. In this sense, from the perspective 
of the regulator, issues of financial consumer 
protection and e-commerce consumer protection 
are destined to intersect, and therefore should be 
approached in a holistic manner.  

Within this widespread scenario, digital payment 
services stand as a core enabler of e-commerce 
and door-to-door delivery services, a foundation 
block in the user experience that allows people to 
purchase an extremely wide variety of products 
from their homes while complying with lockdown 
and physical distancing measures. Although cash-
on-delivery (COD) is still the method of choice 
for customers in many developed and developing 
countries to pay for online purchases (such as in 
Pakistan and in countries in the Middle East and 
North Africa, or MENA), this payment modality 
has registered an understandable decline in 

the crisis has already brought to light both the 
potential that e-commerce holds for LMICs (not 
just from an economic perspective, but also from 
that of livelihood resilience and social protection), 
and the many challenges faced in these contexts 
to build and maintain profitable and sustainable 
e-commerce systems, such as the digital divide 
excluding millions of vulnerable people from 
accessing such services; customers’ fears of 
possible scams and frauds; the inefficient supply 
chains and challenging logistics of delivery; the 
widely different and fragmented markets and 
regulatory frameworks, which make it challenging 
to serve customers in different countries; and 
several other factors.

Despite these considerations, the current global 
trends are pointing to an exponential rise in new 
food delivery and e-commerce startups in both 
developed and developing countries, as well as 
in existing brick-and-mortar retail businesses 
transitioning to the digital marketplace in an 
effort to meet the rapid rise in demand for 
online purchases. The crisis has resulted in 
consumers who were traditionally unfamiliar with 

Vegetable market 
during COVID-19, 
in Antananarivo, 
Madagascar©
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3	 Retail businesses that are able to shift to an 
e-commerce model can keep selling even 
when their physical premises are closed. For 
small businesses that are forced to close their 
physical premises due to the lockdown, shifting 
to an e-commerce platform to guarantee at 
least part of their sales can turn out to be a 
lifeline that allows them to avoid bankruptcy 
during the pandemic. Ensuring this transition 
can represent a critical determinant for the 
capacity of the MSME sector (and of the job 
market as a whole) to weather the crisis.

From the perspective of a retail business, 
managing this transition successfully is 
evidently predicated on a wide range of 
contextual and enabling factors, such as 
an established ICT infrastructure in place; a 
regulatory environment (including temporary, 
pandemic-related policy measures) that 
enable this shift; sufficient levels of digital and 
financial literacy; and adequate government 
support (both financial and technical), among 
many other factors.

Despite these premises, it should be noted 
that accessible and affordable e-commerce 
is still a distant reality for many LMICs, due to 
a variety of constraining factors, including: a 
weak or absent ICT infrastructure; low levels of 
internet penetration and computer/smartphone 
access; the lack of an adequate regulation of 
the e-commerce and digital money industry; low 
consumer trust and scarce familiarity with the 
concept; and scarce public support (technical 
and financial) for e-commerce start-ups. Even 
in those developing countries that have already 
substantially invested in the enabling elements of 
an e-commerce infrastructure, it is doubtful that 
large shares of small-scale retailers, producers 
and rural customers will be able to access it with 
ease (and benefit from it) in a pandemic, given 
the various endemic inequalities and gaps that 
are registered in these contexts (e.g. in terms of 
mobile penetration, sufficient means to purchase, 
digital literacy, road infrastructure, and many 
other aspects).

the wake of the COVID-19 pandemic, due to the 
increased risk of contagion and reduced reliance 
on cash. Both governments and the private 
sector, all over the world, have implemented 
temporary measures to facilitate the use of digital 
payments to promote e-commerce as a response 
to the outbreak, such as lowering or removing 
transaction costs on digital payments, increasing 
network capacity, and improving delivery services 
and other aspects of logistics (WTO, 2020; 
Fallouh, 2020).

Overall, several advantages associated with using 
digital payments as a way to promote e-commerce 
at country level can be highlighted:

1	 There is an overall reduced risk of infection as 
people do not have to visit brick-and-mortar 
vendors for their purchases, or an ATM to 
withdraw cash. For concerns about the risk of 
contact with the delivery person, several door-
to-door delivery platforms around the world, 
such as Appetito24 in Panama and Cheetay 
in Pakistan, have begun offering contactless 
deliveries during the pandemic (i.e. leaving the 
goods at the buyer’s doorstep), for which digital 
payments are an essential enabler.

2	 People are able to acquire the basic 
necessities they need to weather the 
lockdown period, such as food and hygiene 
products, especially when considering that 
most brick-and-mortar retailers are bound 
to be closed due to response measures, or 
their stocks might be empty. Being able to 
pay through a mobile phone is crucial in this 
sense, especially considering that exiting the 
house to withdraw cash at an agent, branch 
or ATM is usually not an option. A strong 
e-commerce network capable of reaching 
even the most remote rural areas is critical in 
this sense, as the pandemic might leave entire 
rural communities with very few alternative 
options, such as brick-and-mortar shops 
or stalls, capable of providing them with 
essential goods. 
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Final considerations and 
recommendations

7

7.1 	 The pandemic as a trigger  
to moving beyond  
agent-assisted models in 
mobile money markets

By looking at the experience of the past two 
decades, it becomes evident that the fintech 
sector has a  tendency to grow and innovate as a 
response to global crises, as new digital financial 
solutions are designed  and implemented to fill 
the various gaps in response of the traditional 
banking sector, meeting that unserved demand 
for tailored, more sophisticated, but also 
accessible financial services on the part of crisis-
affected populations. 

In this light, it is possible to trace a parallel 
between the current rise in new fintech solutions 
purposely developed to respond to COVID-19, and 
what happened in the aftermath of the 2007–08 
financial crisis,  where several major fintech 
companies were created to fill the increasingly 
more evident gaps in the traditional banking 
sector’s offer, leveraging cutting-edge technology 
to offer cheaper, faster, and easier-to-use 
services to a larger pool of customers.

From the perspective of developing and 
emerging countries, the risk is that this boost 
to fintech innovation and uptake at global scale 
will end up affecting countries unequally: On 
one hand, countries with an already developed 
digital finance ecosystem, or one that can at 
least leverage a series of enabling factors that 
would allow them to support its accelerated 
development, are bound to benefit considerably 
from the rising uptake of fintech solutions 
spurred by the pandemic. On the other hand, 
those countries that for different reasons have 
not invested in recent years in the core enabling 
elements of a digital financial ecosystem risk 
lagging behind considerably in this accelerated 
process of digitalization, with evident implications 
from a developmental perspective.32

32	 In this sense, it is interesting to remark that the risk associated 
with this pandemic of widening the existing digital and 
financial inclusion divide does not apply only to individual 
categories of vulnerable citizens within a country, but also 
from country to country in the same regional context. West 
Africa is a good example, where a number of countries, such as 
Ghana and Togo, have responded to the pandemic by reforming 
their regulatory framework on digital finance and investing 
in mobile-powered G2P transfers, while other countries have 
ended up focusing their policy response efforts in other areas.
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