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ABSTRACT 

Cashless economy is an economy where maximum transactions are done without using the 

physical cash or the means of hard cash. It is the economy where economic transactions are 

done with the facilities like credit card, debit cards and on line transactions by means of fund 

transfer and using e-wallets. The new policy of demonetization and the stress of the 

government on cashless transaction is a clear message towards the good economic growth in 

the country. The demonetization policy has increased the use of online banking services, 

cheque and e- wallets. It has not only reduced the threat of theft and loss of money on the one 

side but also facilitated the risk free transactions. Cashless economy means more and more 

use of digital mode and less use of cash in transactions. 

Cashless societies are free from the curse of corruption, has considerable less amount of 

black money in circulation. It also paves the ways for the employment opportunities, high 

living standards and equal growth in the economy.  

In a cash dominant country like India, going cashless is a challenging task as more people 

depend on usage of cash. Digitisation of transactions is the best way to move towards 

cashless economy that in turn paves the way for economic growth. The objective is to know 

the role of demonetization towards growth of economy through digitalisation & study the 

factors that influence with respect to digital means. As large number of population is below 

literacy rate living in rural areas, the bank and financial institutions should conduct financial 

campaign for success of cashless economy in rural region. It provides data for various 

financial institutions to concentrate more on rural region in helping them to use cashless 

transactions and in turn help the economic growth. 
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INTRODUCTION 

Cashless Economy 

 Cashless economy means more and more use of digital mode and less use of cash in 

transactions. 

 The World Bank's World Development Report-2016 envisages that in many instances, 

digital technologies have boosted growth, expanded opportunities and improved 

service delivery. 

 Larger size of digital economies is in the developed economies is one of the factors of 

less corruption in these countries as compared to developing countries. 

 Therefore, in order to escape from adversaries of corruption and black money and to 

have more transparent and cleaner economic growth with social Justice, less use of 

cash is one of the suggested measures. 

 Sweden, where 89% is no cash payment, ranks 3rd in Corruption Perception Index. In 

India, an estimated 22% is non cash payment and India ranks 76th in the Corruption 

Perception Index. This veritably proves that there is a strong negative correlation 

between the cashless transaction and corruption. 

REVIEW OF LITERATURE 

Review of literature covers the areas of research already undertaken and throws a light on 

areas which are yet to be covered. An attempt has been made to work on the field of Cashless 

transactions, refer to one which all the transactions are done using cards or digital means. 

Many researchers have been conducted research to analyse the pros and cons of credit and 

debit cards. The literature review gives view on e-cards and general studies on a cashless 

economy & growth of economy. The reviews of important studies are listed below: 

 Al-Laham (2009) in his research “Development of Electronic Money and its 

Impact on the Central Bank Role and Monetary policy” asserts that, in recent 

years there has been considerable interest in the development of electronic money 

schemes. Electronic money has the potential to take over from cash as the primary 
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means of making small-value payments and could make such transactions easier and 

cheaper for both consumers and merchants. 

 Das and Agarwal, (2010) studied the cashless payment system in India. They 

suggested that the cash payment is an expensive proposition to the government. The 

nation must step towards the cashless payment system which reduced the track 

transactions, currency management cost, eliminates tax avoidance, fraud etc. 

Moreover, it widens and encourages financial inclusion and integrates the parallel 

economy to the main stream. 

 Ovat (2012) examines the cashless policy o the Central Bank of Nigeria. The paper 

analyzes the policy objectives and its attendant benefits and challenges. He suggested 

that policy should periodically reviewed to iron out grey areas; embarking on 

intensive awareness campaign and sensitization of the citizenry by the CBN; putting 

adequate security mechanisms in place to forestall fraudulent practices; making the 

public power supply work efficiently; and exempting cash lodgments and public 

holidays from cash management charges. 

 Preeti Garg (2016) in her research “ study on introduction of cashless economy 

in India 2016: Benefits & Challenge’s” examines that government implementation 

of cashless economy is useful as it fight against the corruption, transparency, money 

laundering but there is a problem of cyber crime in India so it is important to 

strengthen internet security from protection against online fraud. Study says 

government have to bring transparency and efficiency in e-payment system & 

financial literacy programmes should be conducted time to time to make aware of 

cashless economy.  

 Vijaya Krushna Varma (2016):The cashless economy should be achieved in the 

phased manner and step by step process instead of forcing it on people overnight 

without expanding/providing banking infrastructure to every nook and corner of the 

country, internet connectivity with high speed at cheap rate and unbroken power 

supply. My suggestions for cashless economy are to be implemented from top level to 

middle level while leaving bottom level to cash economy without putting common to 

hardship. 

 Bharat Khurana (2017): “Dream of Cashless India: Benefits & Challenges” 

asserts that a cash dominant country like India, going cashless is a challenging task, 

benefits & challenges has to be explained to public to reach the goal of digitalisation 

of India. The article provides the initiatives and various projects made by the 

government for moving towards digital transactions.  
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 Pradnya Surwade (2017): “People’s Perception Towards Demonetization” 

examines that there are 606011 villages in India out of which 509700 villages & 8000 

are big cities. Most of these villages are still facing problem of load shading, they 

don't have internet facility in there villages. So there is a need of proper infrastructure 

facility first to make them aware about technology. The vegetable & fruit Marketers 

are most get affected by this decision, because they are illiterate and don't have 

knowledge about swap machine and Paytm. Also customers coming to them are 

coming with cash.90% of transactions are still based on cash, so it is very difficult to 

have success in cashless economy. 

 

RESEARCH METHODOLOGY 

   

OBJECTIVES OF THE STUDY: 

a. To study the factors that influence with respect to digital means. 

b. To study and understand benefits available in usage of e- banking system. 

c. To study various awareness programmes and other measures conducted by 

government and other private bank agencies regarding e-payment. 

d. To understand the challenges in using cashless transactions. 

 

DATA SOURCE 

The sources of data which is adopted for the study is secondary data collected from various 

research papers, government and non-government websites, books, magazines, business 

journals. 

 

SCOPE OF THE STUDY 

The proposed research work intends to study the challenges and opportunities faced towards 

usage of cashless transactions. As the title of the study reveals, it is intended to conduct an 

overview study on cashless transactions. This research helps to understand problems in using 

digital means. The study explains the benefit that can be avail by use of non-cash payments. 

The concept is broader in its view and can apply to all the areas wherever the financial 

transactions, that is non-cash payments takes place.  

 

Achieving a cashless rural economy 
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 Worldwide there is a tremendous interest among policymakers to explore the 

possibility of moving towards a cashless economy. Digitisation of transactions is the 

best way to move towards cashless economy. 

 Rural areas are home to two thirds of the country’s population of some 870 million 

people where much of the challenge lies in achieving cashless transactions for the rest 

of the decade. 

 It is estimated that rural users will constitute almost half of all Internet users in 2020. 

Number of connected rural consumers is expected to increase from 120 million in 

2015 to almost 315 in 2020. 

 Over 93% of people in rural India have not done any digital transactions. So the real 

problem lies there. The government has taken steps including announcing zero 

balance accounts for people, but growth of Bank branches has been low. 

Challenges  

 Currency denominated economy: High level of cash circulation in India. Cash in 

circulation amounts to around 13% of India's GDP. 

 Transactions are mainly in cash: Nearly 95% of transactions take place in cash. Large 

size of informal / unorganised sector entities and workers prefer cash based 

transactions. 

 ATM use is mainly for cash withdrawals and not for settling online transactions: 

Nearly 92% of ATM cards are used for cash withdrawals. Multiple holding of cards in 

urban and semi urban areas show low rural penetration. 

 Limited availability of point of sale terminals: Most of the POS terminals remain in 

urban / semi urban areas. 

 Mobile Internet penetration remains weak in rural India: In India there is poor 

connectivity in rural areas. Lower literacy level in poor and rural parts of the country 

makes it problematic to push the use of plastic money on a wider scale. 

Banking facilities in rural areas 

 Private sector banks have been steadily increasing their rural presence. Top private 

lenders ICICI Bank, HDFC Bank and Yes Bank have been expanding their presence 

in unbanked and under banked areas over the past 5 years. 
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 RBI has asked banks to prioritize opening of branches in unbanked rural centres over 

3 year cycle of 2013-16. The central bank will give credit for the branches opened in 

excess of the 25% for a year. 

 Technology is a great enabler for financial inclusion, which includes branch on 

wheels, a mobilevan-based branch that aims at providing banking services to a cluster 

of remote unbanked villages. 

 Though rural branches benefit from cheaper real estate rents, the cost of servicing and 

staffing balances out the benefits. However, since RBI mandates 25% of new 

branches in rural areas, banks have aggressively ventured into rural areas. 

Prospects and the road ahead 

 

 The Jan Dhan Aadhaar Mobile (JAM) can encourage digital transaction culture. It is 

spreading to reach each remote corner of the country. A large number of government 

transfers (DBT) are made through JAM mode. This will help people to get digital 

transaction awareness. 

 The role of the government in these cases will be to make cashless transactions 

mandatory for certain payments and make it mandatory for certain services exceeding 

a certain amount which has already been initiated. 

 A tax rebate (of say 1% to 2%) on payments made by households as salary to 

unorganised sector (domestic servants, sweepers etc) can boost cashless payments. 

 This will do two things, one the households will have an incentive to go cashless and 

two, large portion of the unorganised sector will be financially included. 

 The 5 A's of promoting financial inclusion through cashless payment instruments 

which are availability, accessibility, acceptability, affordability and awareness. 

 Government should assure basic necessities in rural areas and focus on developing 

infrastructure. Special drives through schools, colleges, panchayats etc can help create 

awareness about cashless/ banking transactions. 

 Financial literacy is a must for bringing more and more people to the digital platform. 

Digital payment or payment through banks, instead of paying cash should be 

encouraged. 

 Linkage of all welfare activities with bank accounts is a very strategic step. A strong 

banking base is the basic prerequisite for the cashless economy. 

 Targeted financial education programs can improve financial skills and Credit 

Management, and increase account ownership in rural India. 
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Perspectives 

 More and more money will come to the banking system in the form of either current 

or savings account. The savings will push up investment and lead to capital formation 

in the economy. 

 The opening of new bank accounts for depositing the banned currencies shows that it 

has promoted banking literacy among the general population and connected the 

common man who was out of the net of the banking system with the banking system. 

 It has strengthened the banking system, as many Bank branches were facing acute 

problem of NPA. The capabilities of banks to lend more will be enhanced which 

would raise investment in the economy. 

 The excess income deposited in the banks can generate taxable income for the 

government which can be spent on various welfare programmes for the poor in 

different sectors of the economy. 

 People who have earned black money through corruption and unfair means will be 

exposed and be punished so that it will pave the way towards a corruption free 

society. It will help to create a corruption free administrative and political 

environment in the country. 

 It will enhance the flow of FDI to the economy, as the foreign investment requires a 

corruption free environment and it will also be helpful to control the outflow of illicit 

money to other developed countries for foreign bank accounts. 

 It will promote social and cultural development in the society. Corruption and black 

money erodes social and cultural systems. It will put a break on unethical social 

development. 

 It will help the nation to achieve a real and cleaner economic growth rate, not an 

artificial and dirty economic growth rate achieved with the help of Black Money. 

 Any growth rate achieved through distributive justice and with less economic 

inequality is the true growth rate for a developing country like India. 

 Less growth rate with less poverty and lower income inequality is more desirable and 

better for the Happiness Index than high growth rate with more number of people 

living below the poverty line and there is huge income inequality between the rich and 

poor. 

 India is a great democracy where the people at large despite inconvenience supported 

the demonetization drive by the government for unearthing black money and 

counterfeit currency. 
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Suggestions: 

 Demonetization should be a continuous exercise by the government and be repeated at 

suitable intervals to discourage the hording of Black Money in the form of cash. 

 The self help groups (SHGs) can be of great help to the people in the promotion of 

digital banking systems in the rural areas. More and more SHGs must be given the 

charge of Bank Mitras (friend) who can extend their help to the bank, post offices and 

Bank corresponding for proliferation of digital economy. 

 Rural social infrastructure such as Youth Clubs and Mahila Mandals and Panchayati 

Raj Institutions should be energized for the propagation of digital rural economy. 

 The Gram Sabhas in Panchayati Raj Institutions and Ward Sabhas in ULBs mast take 

up the issue of digital economy at the village level. 

 All the line department functionaries such as school teachers, health workers, village 

Development officers, anganwadi workers, etc. must educate the people about the 

financial inclusion and digital economy 

 Like Pulse Polio Campaign, the Digital India Campaign twice or thrice in a year in a 

mass scale can be conducted in the country. It is an appropriate way to propagate the 

digital India campaign both in rural as well as urban areas. 

 Strong political will among both the ruling and opposition parties is necessary for the 

implementation of any economic reforms including demonetization and cashless 

economy in the country. 

 The idea of a cashless economy will contribute significantly to the development of 

India. But rural India, i.e., half or more of the population, is not fully equipped for a 

cashless economy. The government hasn’t done enough to provide effective internet 

facilities. The older generation is largely uneducated. They don’t have the required 

knowledge of online cash transactions and could become easy targets for cheating and 

manipulation. Added to that, in politically disturbed areas like Kashmir (where 

majority live in rural area), because of frequent ban on internet, cashless transaction 

becomes impossible. So, in a nutshell, before implementing such law, government has 

to find solutions for such problems. Only then it can prove to be a boon for the 

people. 

  An attempt to encourage poor and illiterate people in rural areas to make digital 

payments, the government is promoting Aadhaar Pay which ensures financial 

transactions by just using fingerprint. 

 Govt promoting cashless transactions in rural areas through ‘Aadhaar Pay’ 

ISSN NO: 0975-6876

http://cikitusi.com/

CIKITUSI JOURNAL FOR MULTIDISCIPLINARY RESEARCH

Volume 6, Issue 4, April 2019 542



 In an attempt to encourage poor and illiterate people in rural areas to make digital 

payments, the government is promoting Aadhaar Pay which ensures financial 

transactions by just using fingerprint.  

 Five banks – Andhra Bank, IDFC Bank, IndusInd Bank, State Bank of India and 

Syndicate Bank – have already gone live over Aadhar pay whereas several other 

banks are in the process of launching pilots on the app.  

 

Present Status of countries and use of cashless transactions  

 

COUNTRIES CASHLESS 

TRANSACTIONS 

1-Singapore 61% 

2-Netherlands 60% 

3-France 59% 

4-Sweden 59% 

5-Canada 57% 

6-Belgium 56% 

7-United Kingdom 52% 

8-USA 45% 

9-Australia 35% 

10-Germany 33% 

11-South Korea 29% 

12-Spain 16% 

13-Brazil 15% 

14-Japan 14% 

15-China 10% 

  
India 2% 

 

Conclusion:  

The study is to identify those factors which influence the cashless transactions. The result 

may help bank and other banking agencies to take measures and strategies in influencing 

farmers to adopt cashless transactions. The study is tried to extend the ways and means where 

farmers can put efforts in knowing the use of digital banking app and implementing 

themselves in making cashless transactions for their business activities around rural region of 
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India. An attempt is done to bring the aggressive focus on farmers to educate them in the 

usage of cashless transactions that in turn help in the development of economy. The local 

governance bodies such as panchayats and self-help-groups need to be sensitized by the 

Department of Agriculture and district administration to help the farmers. On challenges 

faced by citizens due to demonetisation, it was a good move which will reduce black money 

and have a large impact on India. It is an indication from the Centre that we need to move on 

and use technology more and more. 
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