Ref LUMBFNOSOZMORP

Cashless Economy: An Abstract Idea or a Panacea for Indian
Economy in General and Banks in Particular
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ABETRACT

Demonetisation was introduced by Prime Minister Narendra Modi in November 2016. The main objective stated
was to curb the menace of black money In india and to counterfeit the use of cash to fund Micit activities like
Terrorism. As the Economy baffled with cash crunch by maving towards the transactions through banking, it
spurred a lot of debate over the benefits and prospects of Indis going cashiess or less cash economy. A less
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cost of printing cash go down. With better documentation, there is stringent compliance. As india hes a largest
public distribution system, this step is welcome to plug in loopholes in the same. For the given reason, there
could be better tax monitoring and better tax collection. In india, the data reveais that the cash cost is 0.25%
uutoﬂtuGDP.Almp&hmhhhnﬁcuhhsmﬂurhghﬂﬂﬂthﬂihnﬁﬂ%dm
transactions done through cash (whereas on an average only 20-25% transactions take place through cesh
In developed countries), high 12% cash to GDP ratio as compared to 3.9% in Brazil and 3.7% In South Africa,
growth of 50 % in note circulation from 2013-20185; wiping out of the cash s important but ssems unimaginabie.

Although, growth of using banking in transactions has grown at a tremendous rate (1821.22% in the period
2013-20185), them is lack of infrastructure to materialine tha ides. Also, the access snd knowiedge are limited
to the fow. The paper sxamines the current state of the Indlan Economy In this regard and the prospects
and; gives suggestions. Also, as cashiess econommy depends largely on the benking system and aa its widaly
contended that the cost of functioning of banks will reduce with goifig cashless, the paper tries to examine

the relationship betwean the efficiency of banks and the volume of

2005-2006 1o 2014-2018.
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1.0 INTRODUCTION

The idea of tuming India inlo a cashless sociely was hinted
with the Prime Minister Narendra Modi's announcement of
Jan Dan Yojana in August 2014 The debale, however, gained
momentum afler the demonebisation of Rs. 1000 and Rs. 500
notes in November 2016 by the Prime Minister which was
announced as a lool lo fight the menace of black money, 1ax
evasion and lerronism in India. With the announcemen! coming
inlo eflect, B6% of the total currency (amounting 1o 14 trillion
INR) in circulation was abruptly revoked from the economy
in addition, restrictions were imposed on the amount which
cusiomers could withdraw and deposil through platfarms
such as bank branches and ATMs. Apant from crealing a lot
of problams for a common man and a lot of pressure for the
banks, the value ol transactions through e-wallels wilnessed
301% growth during the period from B November lo 27
Decomber 2016 The number of Wransactions through POS
saw a massive 95% Increase during the same period. Further,
the number of ransactions thiough RuPay cards shot up by
425%. The govemment also announced some incanlives
for going cashless. For example, il was announced thal no
service lax will be charged on digital ransactions up to 2,000

INR. Digital payments made lor buying petroi and diesel was
gven a discount of 0.75%. The suburban railway network also
announced a discount of up 1o 0. 5% to customers for monthly or
seasonaltickets booked through digital ransactions. in addition,
life and general insurance policies and renewal premiums on
public sectar undertaking (PSU) insurers’ websites provided an
8% and 10% discount, respectively. For payments at toll piazas
on national highways using RFID cardiFast Tags. a discount of
10% was made available to users in the year 2016-17. In a
way it demonslrated the cashless economy for a brief period
and spurred a debate for the prospects ol India becoming a
cashiess economy. A cashless sociely is the society where all
lhe ransaclions are done using cards or digital means. The

circulation of physical currency is minimal. It is a sociely where

no one uses cash, all purchases being made by credit cards,

charge cards, cheques or direct transfer from one account to

another. Faper money revolulionised the aconomy when it was

introduced (in Europe dunng the 17th century. though it was

around from the end of the first mdlennium in China) however

now il is getling okd World Is increasingly moving lowards

a cashless sociely Now, whal advantages does a cashless

Econamy promisa in general and in india particular?
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