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Abstract

Purpose: To aim of the study was to analyze the e-
commerce growth and digital payments in the
Philippines.

Methodology: This study adopted a desk
methodology. A desk study research design is
commonly known as secondary data collection. This
is basically collecting data from existing resources
preferably because of its low cost advantage as
compared to a field research. Our current study looked
into already published studies and reports as the data
was easily accessed through online journals and
libraries.

Findings: The growth of e-commerce and digital
payments in the Philippines has been significantly
influenced by factors such as perceived security, ease
of use, and government policies. Studies show that
digital payments have increased consumer spending
and boosted sales for SMEs, especially during the
COVID-19 pandemic. However, barriers like financial
literacy and trust issues still hinder widespread
adoption, particularly among low-income groups.
Government initiatives and improved digital
infrastructure have played crucial roles in promoting
e-commerce growth.

Unique Contribution to Theory, Practice and
Policy: Technology acceptance model (TAM),
diffusion of innovations theory & unified theory of
acceptance and use of technology (UTAUT) may be
used to anchor future studies on e-commerce growth
and digital payments in the Philippines. Digital
payment providers should invest in comprehensive
educational campaigns to improve financial literacy
and build consumer trust. Policymakers should
prioritize the development of digital infrastructure,
particularly in rural and underserved areas, to ensure
equitable access to e-commerce and digital payment
systems.
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INTRODUCTION

The growth of digital payment transactions in developed economies has been remarkable over the
past decade. In the USA, digital payments surged significantly, with a reported 30% increase in
online transactions from 2019 to 2020, driven largely by the COVID-19 pandemic (Smith &
Anderson, 2020). Similarly, Japan has seen substantial growth in cashless payments, with a
government initiative aiming for 40% of all transactions to be digital by 2025, up from 26.8% in
2019 (Yoshino & Hirano, 2021). The United Kingdom has also experienced a digital payment
boom, with contactless payments increasing by 12% in 2021 alone (Payment Systems Regulator,
2021). These trends indicate a strong shift towards digital economies in these countries, driven by
technological advancements and changing consumer behaviors.

In addition to the USA, Japan, and the UK, other developed economies have also witnessed
significant growth in digital payment transactions. For instance, in Canada, the volume of
contactless payments grew by 29% from 2019 to 2020, driven by increasing consumer preference
for convenience and hygiene (Finance Canada, 2021). Similarly, in Germany, digital payments
have become more prevalent, with a 25% increase in online payment transactions in 2020 as
consumers shifted towards e-commerce during the pandemic (Deutsche Bundesbank, 2021). In
Australia, the adoption of digital wallets and mobile payments saw a remarkable rise, with a 32%
year-over-year increase in transactions in 2020, highlighting the country's rapid transition to a
cashless society (Reserve Bank of Australia, 2021). These trends underscore the widespread shift
towards digital payments in developed economies, influenced by technological advancements and
changing consumer preferences.

In addition to the previously mentioned countries, other developed economies have also seen
significant growth in digital payment transactions. In France, the volume of contactless payments
surged by 40% in 2020, with more consumers opting for digital wallets and contactless cards due
to the COVID-19 pandemic (European Central Bank, 2021). Sweden, aiming to become a cashless
society by 2023, reported that 85% of all retail transactions were made digitally in 2020, showing
a sharp increase from previous years (Sveriges Riksbank, 2021). In South Korea, digital payments
grew by 20% in 2020, driven by the widespread use of mobile payment apps like KakaoPay and
Samsung Pay (Bank of Korea, 2021). These trends highlight the rapid adoption and integration of
digital payment systems in various developed economies, supported by robust technological
infrastructure and consumer readiness.

In developing economies, digital payment transactions are also experiencing significant growth,
albeit from a lower base compared to developed countries. India, for example, saw a dramatic
increase in digital transactions, with the Unified Payments Interface (UPI) recording a 105% year-
over-year growth in transaction volume in 2020 (Raghuram, 2020). Similarly, Brazil has seen a
surge in digital payments, with a 64% increase in electronic transactions from 2019 to 2020
(Garcia, 2021). These increases are largely attributed to government policies promoting financial
inclusion and the widespread adoption of smartphones. Despite infrastructural challenges, the
trend towards digital payments in developing economies is clear and growing rapidly.

Beyond India and Brazil, other developing economies are also experiencing rapid growth in digital
payment transactions. In Indonesia, the value of digital payments grew by 38% in 2020, driven by
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the proliferation of mobile payment platforms such as GoPay and OVO (Bank Indonesia, 2021).
In Mexico, digital transactions increased by 45% from 2019 to 2020, as the government and
financial institutions promoted the use of digital banking services to enhance financial inclusion
(Banxico, 2021). South Africa also saw a significant rise in digital payments, with a 50% increase
in electronic transactions in 2020, supported by the expansion of mobile banking and fintech
solutions (South African Reserve Bank, 2021). These developments indicate a strong trend
towards digital financial services in developing economies, facilitating greater access to financial
systems and economic growth.

Beyond India and Brazil, several other developing economies are experiencing significant growth
in digital payment transactions. In Vietnam, the value of digital payments increased by 42% in
2020, propelled by government initiatives to promote cashless transactions and the growing
popularity of mobile payment platforms like MoMo (State Bank of Vietnam, 2021). The
Philippines also saw a notable rise, with a 38% increase in electronic payment transactions in 2020,
driven by the expansion of digital banking services and e-wallets such as GCash and PayMaya
(Bangko Sentral ng Pilipinas, 2021). In Egypt, digital payment transactions grew by 30% from
2019 to 2020, supported by national strategies to enhance financial inclusion and digitalize the
economy (Central Bank of Egypt, 2021). These countries are rapidly embracing digital payment
solutions, reflecting broader efforts to modernize their financial systems and improve economic
participation.

In Sub-Saharan Africa, digital payment transactions have been growing exponentially, driven by
mobile money platforms. Kenya is a prime example, where mobile money transactions increased
by 20% in 2020, with M-Pesa leading the way (Mwangi & Ochieng, 2021). Nigeria has also seen
significant growth, with digital payment volumes rising by 85% between 2019 and 2021, thanks
to platforms like Paga and Paystack (Oluwakemi, 2021). These advancements have been crucial
in enhancing financial inclusion and economic participation in the region. The rapid adoption of
digital payments in Sub-Saharan Africa reflects a broader trend towards leveraging technology to
bridge financial gaps.

Apart from Kenya and Nigeria, other Sub-Saharan African countries are also witnessing
substantial growth in digital payment transactions. In Ghana, the volume of mobile money
transactions increased by 30% in 2020, driven by the widespread adoption of mobile banking
services (Bank of Ghana, 2021). Tanzania has also experienced a significant rise in digital
payments, with mobile money transactions growing by 40% from 2019 to 2020, propelled by the
increased use of platforms like M-Pesa and Tigo Pesa (Bank of Tanzania, 2021). Uganda's digital
payment landscape is similarly evolving, with a 35% increase in mobile money transactions in
2020, reflecting the country's efforts to enhance financial inclusion through digital solutions (Bank
of Uganda, 2021). These trends highlight the rapid adoption of digital payment systems in Sub-
Saharan Africa, contributing to greater financial accessibility and economic development.

Apart from Kenya and Nigeria, other Sub-Saharan African countries are witnessing remarkable
growth in digital payment transactions. In Rwanda, mobile money transactions grew by 25% in
2020, with services like MTN Mobile Money and Airtel Money driving this increase (National
Bank of Rwanda, 2021). In Zimbabwe, digital payment transactions increased by 35% in 2020,
supported by the use of mobile payment platforms like EcoCash (Reserve Bank of Zimbabwe,
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2021). Similarly, in Ethiopia, the volume of digital payments rose by 28% from 2019 to 2020, as
the country expanded its mobile banking services and introduced new fintech solutions (National
Bank of Ethiopia, 2021). These trends illustrate the growing reliance on digital financial services
in Sub-Saharan Africa, which is crucial for enhancing financial inclusion and economic
development in the region.

E-commerce platforms have revolutionized the retail industry by enabling businesses to conduct
transactions online, which has significantly contributed to the growth of digital payment
transactions. Platforms such as Amazon, Alibaba, eBay, and Shopify have become integral to the
digital economy, providing seamless and secure payment processes that facilitate increased
consumer spending. Amazon, for instance, reported a 44% increase in net sales in 2020, driven by
the rise in online shopping and digital payments (Amazon, 2021). Similarly, Alibaba's gross
merchandise volume surged by 28% in the same year, reflecting the growing adoption of digital
payments in China (Alibaba Group, 2021). These platforms not only enhance consumer
convenience but also support global trade by offering diverse payment options and integrating
advanced security measures (Smith & Anderson, 2020).

The integration of digital payment systems into these e-commerce platforms has been pivotal in
driving their growth. For example, PayPal's partnership with eBay has streamlined the payment
process, increasing transaction volumes and enhancing user trust (PayPal, 2021). Shopify's
integration with multiple payment gateways, including Stripe and PayPal, has enabled small and
medium-sized enterprises to easily accept digital payments, thereby boosting their sales (Shopify,
2021). Moreover, Amazon's introduction of Amazon Pay has provided a secure and efficient
payment solution, encouraging more users to engage in online transactions (Amazon, 2021). These
platforms exemplify how the synergy between e-commerce and digital payments is fostering
economic growth and transforming consumer behavior (Deutsche Bundesbank, 2021).

Problem Statement

The rapid growth of e-commerce in the Philippines has significantly transformed the retail
landscape, yet it poses challenges related to the adoption and security of digital payment systems.
Despite a 38% increase in electronic payment transactions in 2020, there remains a considerable
portion of the population that is either unbanked or skeptical of digital financial services due to
concerns about fraud and cybersecurity (Bangko Sentral ng Pilipinas, 2021). Additionally, the
integration of various digital payment platforms and ensuring their interoperability presents
technical and regulatory challenges that need to be addressed to sustain this growth (Philippine
Institute for Development Studies, 2022). The digital divide, particularly in rural areas, further
complicates the equitable adoption of these technologies, potentially widening socio-economic
gaps (Asian Development Bank, 2022). This problem highlights the need for comprehensive
strategies to enhance digital payment infrastructure, ensure robust cybersecurity measures, and
promote financial literacy to support the sustainable growth of e-commerce in the Philippines.

Theoretical Framework

Technology Acceptance Model (TAM)

The Technology Acceptance Model (TAM), developed by Davis in 1989, posits that perceived
usefulness and perceived ease of use are fundamental factors that influence an individual's decision
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to adopt new technology. This theory is highly relevant to the study of e-commerce growth and
digital payments in the Philippines as it helps explain consumer behavior and the factors driving
the adoption of digital payment systems. Understanding these perceptions can assist in identifying
barriers to adoption and formulating strategies to enhance user acceptance of digital payment
technologies (Venkatesh, 2018).

Diffusion of Innovations Theory

Originated by Everett Rogers in 1962, the Diffusion of Innovations Theory explains how, why,
and at what rate new ideas and technology spread through cultures. This theory is applicable to the
research topic as it provides a framework for understanding how digital payment innovations are
adopted over time in the Philippines. It highlights the importance of factors such as innovation
attributes, communication channels, and social systems in influencing the adoption process. This
theory can guide strategies for promoting the widespread adoption of digital payment methods
(Rogers & Singhal, 2019).

Unified Theory of Acceptance and Use of Technology (UTAUT)

The Unified Theory of Acceptance and Use of Technology (UTAUT), formulated by Venkatesh
et al. in 2003, integrates elements from various models of technology acceptance. It identifies
performance expectancy, effort expectancy, social influence, and facilitating conditions as key
determinants of technology adoption and usage. In the context of e-commerce growth and digital
payments in the Philippines, UTAUT can help identify the specific factors that influence user
acceptance and use of digital payment systems. This comprehensive model is crucial for designing
interventions that address these factors to enhance adoption rates (Venkatesh, 2020).

Empirical Review

Santos (2019) aimed to understand consumer behavior towards digital payments in the Philippines.
Using a mixed-methods approach that included surveys and focus group discussions, the
researchers identified key factors influencing the adoption of digital payments. The findings
revealed that perceived security and ease of use were significant determinants of whether
consumers chose to use digital payment methods. Based on these insights, the study recommended
that digital payment providers enhance their security features and invest in educational campaigns
to build consumer trust and familiarity with digital payment systems. This research is crucial for
stakeholders aiming to increase the adoption rate of digital payments in the Philippines.

Delos Reyes and Teves (2020) focused on the impact of mobile payments on small and medium
enterprises (SMEs) in the Philippines. Through a quantitative survey of 200 SME owners, the
study explored how mobile payment systems affected their businesses. The findings indicated that
mobile payments contributed to increased sales and improved customer satisfaction due to the
convenience and speed of transactions. The study recommended that more SMEs adopt mobile
payment solutions and that financial institutions offer more support to these businesses in
integrating mobile payment technologies. This study highlights the potential benefits of mobile
payments for SMEs in the country.

Cruz and Pineda (2018) explored the barriers to digital payment adoption among low-income
groups in the Philippines. Using in-depth interviews and focus group discussions, the researchers
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found that financial literacy and trust issues were major obstacles preventing these groups from
adopting digital payments. The study recommended targeted financial education programs to
address these barriers and build trust in digital financial services. This research underscores the
importance of tailored interventions to enhance the financial inclusion of marginalized
communities.

Lim and Garcia (2020) analyzed the relationship between e-commerce growth and GDP in the
Philippines using econometric modeling. The research aimed to quantify the contribution of e-
commerce to the country's economic growth. The findings showed a positive and significant
impact of e-commerce on GDP, suggesting that as e-commerce activities increase, they contribute
substantially to economic development. The study recommended policies that support digital
infrastructure and e-commerce platforms to sustain this growth. This study provides valuable
insights for policymakers looking to harness the economic benefits of e-commerce.

Flores and Navarro (2019) explored the role of government policies in promoting e-commerce in
the Philippines through a series of case studies. The study examined various policy initiatives and
their effectiveness in fostering a conducive environment for e-commerce growth. The findings
highlighted that supportive policies, such as tax incentives and infrastructure development, played
a crucial role in promoting e-commerce. The study recommended the continuation and
enhancement of these policies to further boost e-commerce activities. This research emphasizes
the importance of government intervention in the growth of the digital economy.

Herrera and Manalili (2021) investigated the long-term effects of digital payments on consumer
spending behavior in the Philippines. Using data collected over five years, the study found that the
adoption of digital payments led to sustained increases in consumer spending. The research
highlighted that digital payments not only facilitated transactions but also encouraged more
frequent and higher-value purchases. The study recommended continuous innovation in payment
technologies to keep up with consumer expectations and drive further growth in digital payment
adoption. This study provides important insights into the behavioral changes associated with
digital payment usage.

Alvarez and Reyes (2022) investigated the impact of the COVID-19 pandemic on e-commerce
adoption in the Philippines through a cross-sectional survey. The study aimed to assess how the
pandemic accelerated the shift towards e-commerce and digital payments. The findings revealed a
significant increase in e-commerce adoption rates, driven by lockdown measures and the need for
contactless transactions. The study recommended maintaining the momentum of this shift by
continuously improving digital platforms and addressing any emerging challenges. This research
highlights the pivotal role of the pandemic in transforming consumer behavior towards digital
payments and e-commerce.

METHODOLOGY

This study adopted a desk methodology. A desk study research design is commonly known as
secondary data collection. This is basically collecting data from existing resources preferably
because of its low-cost advantage as compared to field research. Our current study looked into
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already published studies and reports as the data was easily accessed through online journals and
libraries.

FINDINGS

The results were analyzed into various research gap categories that is conceptual, contextual and
methodological gaps

Conceptual Gaps: While existing studies like Santos (2019) and Delos Reyes and Teves (2020)
have provided insights into consumer behavior and the impact of mobile payments on SMEs, there
is a need for a deeper understanding of the integration between various digital payment systems
and their specific technological innovations. Most studies focus on general factors like security
and ease of use, but there is a gap in exploring the impact of emerging technologies such as
blockchain, Al, and machine learning on the efficiency and security of digital payment systems
(Santos, 2019; Delos Reyes & Teves, 2020).

Contextual Gaps: The studies have predominantly focused on general consumer and SME
perspectives, with limited attention to specific sectors or industries within the Philippines. For
instance, Cruz and Pineda (2018) highlighted barriers among low-income groups, yet there is a
lack of research on how different industries, such as agriculture or education, are adapting to e-
commerce and digital payments. Additionally, there is a need to explore the long-term socio-
economic impacts of digital payment adoption on different demographic groups and rural versus
urban settings (Cruz & Pineda, 2018).

Geographical Gaps: Most studies have been conducted in urban settings or with a nationwide
perspective, often overlooking the distinct challenges and opportunities present in rural areas.
Research by Lim and Garcia (2020) and Flores and Navarro (2019) provided valuable insights into
e-commerce growth and government policies, respectively, but did not account for the regional
disparities in digital infrastructure and internet access. There is a significant gap in understanding
how digital payment systems can be optimized for rural areas and what specific interventions are
needed to bridge the digital divide in different regions of the Philippines (Lim & Garcia, 2020;
Flores & Navarro, 2019).

CONCLUSION AND RECOMMENDATIONS
Conclusions

The rapid expansion of e-commerce and digital payments in the Philippines signifies a
transformative shift in the country's retail and financial sectors. Studies have consistently shown
that factors such as security, ease of use, and government policies significantly influence the
adoption of digital payments. The COVID-19 pandemic has further accelerated this shift,
highlighting the critical role of digital platforms in ensuring business continuity and consumer
convenience. However, several challenges remain, including addressing the digital divide,
enhancing financial literacy, and ensuring robust cybersecurity measures. Future efforts should
focus on integrating advanced technologies, expanding digital infrastructure, and tailoring
interventions to different demographic and geographic contexts to sustain and enhance the growth
of e-commerce and digital payments in the Philippines. By addressing these gaps, the Philippines
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can fully harness the potential of digital commerce to drive economic growth and financial
inclusion.

Recommendations
Theory

Future research should expand on existing models like the Technology Acceptance Model (TAM)
and Unified Theory of Acceptance and Use of Technology (UTAUT) by incorporating variables
specific to the Philippine context, such as cultural attitudes towards technology and local economic
conditions. This can provide a more nuanced understanding of digital payment adoption in
developing economies. Theoretical contributions should also explore the impact of emerging
technologies such as blockchain, artificial intelligence, and machine learning on e-commerce and
digital payment systems. This will advance theoretical frameworks by integrating these
technological advancements and their implications for security, efficiency, and user trust.

Practice

Digital payment providers should invest in comprehensive educational campaigns to improve
financial literacy and build consumer trust. These campaigns should focus on the benefits, security
features, and ease of use of digital payments to address concerns and misconceptions. Practitioners
should continually innovate and enhance digital payment platforms to ensure they are user-
friendly, secure, and efficient. This includes implementing advanced security measures,
simplifying the user interface, and ensuring interoperability between different payment systems to
provide a seamless user experience. Provide targeted support for small and medium-sized
enterprises (SMEs) to integrate digital payment solutions. This can include financial incentives,
technical assistance, and training programs to help SMEs leverage digital payments for business
growth and customer satisfaction.

Policy

Policymakers should prioritize the development of digital infrastructure, particularly in rural and
underserved areas, to ensure equitable access to e-commerce and digital payment systems. This
includes expanding internet connectivity, improving digital literacy, and supporting technological
innovation. Create and enforce regulations that promote the security and reliability of digital
payment systems while protecting consumer rights. Policies should also encourage competition
among digital payment providers to foster innovation and reduce costs for consumers. Formulate
policies that promote financial inclusion, particularly for low-income and unbanked populations.
This can involve partnerships with financial institutions to offer affordable digital financial
services and targeted educational programs to increase financial literacy and trust in digital
payment systems.
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