Vol 6 Issue 6 Dec 2016 ISSN No :2231-5063

International Multidisciplinary
Research Journal

Gelden Researdh
Thre

Chief Editor
Dr.Tukaram Narayan Shinde

Associate Editor

Publisher _ Dr.Rajani Dalvi
Mrs.Laxmi Ashok Yakkaldevi

Honorary
Mr.Ashok Yakkaldevi



RNI MAHMUL/2011/38595

Welcome to GRT

ISSN No.2231-5063

Golden Research Thoughts Journal is a multidisciplinary research journal, published monthly in English,
Hindi & Marathi Language. All research papers submitted to the journal will be double - blind peer reviewed
referred by members of the editorial board.Readers will include investigator in universities, research institutes
government and industry with research interest in the general subjects.

Dr. T. Manichander

International Advisory Board

Kamani Perera
Regional Center For Strategic Studies, Sri
Lanka

Janaki Sinnasamy
Librarian, University of Malaya

Romona Mihaila
Spiru Haret University, Romania

Delia Serbescu
Spiru Haret University, Bucharest,

Romania

Anurag Misra
DBS College, Kanpur

Titus PopPhD, Partium Christian
University, Oradea,Romania

Pratap Vyamktrao Naikwade

Regional Editor

Mohammad Hailat
Dept. of Mathematical Sciences,
University of South Carolina Aiken

Abdullah Sabbagh
Engineering Studies, Sydney

Ecaterina Patrascu
Spiru Haret University, Bucharest

Loredana Bosca
Spiru Haret University, Romania

Fabricio Moraes de Almeida
Federal University of Rondonia, Brazil

George - Calin SERITAN

Faculty of Philosophy and Socio-Political
Sciences Al. I. Cuza University, lasi

Editorial Board

Iresh Swami

ASP College Devrukh,Ratnagiri,MS India Ex - VC. Solapur University, Solapur

R. R. Patil
Head Geology Department Solapur
University,Solapur

Rama Bhosale
Prin. and Jt. Director Higher Education,
Panvel

Salve R. N.
Department of Sociology, Shivaji
University,Kolhapur

Govind P. Shinde
Bharati Vidyapeeth School of Distance
Education Center, Navi Mumbai

Chakane Sanjay Dnyaneshwar
Arts, Science & Commerce College,
Indapur, Pune

Awadhesh Kumar Shirotriya
Secretary,Play India Play,Meerut(U.P.)

N.S. Dhaygude
Ex. Prin. Dayanand College, Solapur

Narendra Kadu
Jt. Director Higher Education, Pune

K. M. Bhandarkar
Praful Patel College of Education, Gondia

Sonal Singh
Vikram University, Ujjain

G. P. Patankar

Hasan Baktir
English Language and Literature
Department, Kayseri

Ghayoor Abbas Chotana
Dept of Chemistry, Lahore University of
Management Sciences[PK]

Anna Maria Constantinovici
AL. I. Cuza University, Romania

Ilie Pintea,
Spiru Haret University, Romania

Xiaohua Yang
PhD, USA

Rajendra Shendge
Director, B.C.U.D. Solapur University,
Solapur

R. R. Yalikar
Director Managment Institute, Solapur

Umesh Rajderkar
Head Humanities & Social Science
YCMOU,Nashik

S. R. Pandya
Head Education Dept. Mumbai University,
Mumbai

Alka Darshan Shrivastava

S. D. M. Degree College, Honavar, Karnataka Shaskiya Snatkottar Mahavidyalaya, Dhar

Maj. S. Bakhtiar Choudhary
Director,Hyderabad AP India.

S.Parvathi Devi
Ph.D.-University of Allahabad

Sonal Singh,
Vikram University, Ujjain

Address:-Ashok Yakkaldevi 258/34, Raviwar Peth, Solapur - 413 005 Maharashtra, India

Cell : 9595 359 435, Ph No: 02172372010 Email: ayisrj@yahoo.in Website: www.aygrt.isrj.org

Rahul Shriram Sudke
Devi Ahilya Vishwavidyalaya, Indore

S.KANNAN
Annamalai University, TN

Satish Kumar Kalhotra
Maulana Azad National Urdu University



GRT

ISSN: 2231-5063

Impact Factor : 4.6052(UIF)

Golden Research Thoughts

2,
Volume - 6 | Issue - 6 | December - 2016

DEMONETIZATION AND CASHLESS ECONOMY

ABSTRACT

n an attempt to

eradicate black

money, counterfeit
currency, and paving the
way for a cashless
society, the Central
Government of India
announced
demonetization of I500
and 31,000 notes in
November 8th, 2016. Itis
universally agreed that a
safe and efficient
national cashless system
is essential for sound
banking. This paper
seeks to investigate
problems and prospects
of cashless economy and
the challenges in making
India a cashless
economy. In India
majority of transactions
are cash based. Cash is
still king for Indian
consumers. Through
demonetization of high
value notes, central
government tries to
implement a cashless
system in India by
promoting digital
transactions. Adoption
of cashless system has a
lot of benefits to
economy and public. But
it is a tedious process

Jasna, P.
Assistant Professor, Department of Commerce, SES College,
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since the digital literacy
and usage of digital
transaction among the

public is low.
Government of
introduce some digital
payment methods to
ease the process like UPI,
USSD, AEPS etc and
announced concessions
for digital users. The
process is still
continuing.

KEYWORDS:Demonetiz
ation, Cashless
Economy, Surgical Strike.

INTRODUCTION :

Prime Minister Shri.
Narendra Modi’s
‘Surgical Strike” on black
money through
demonetization of high
value notes causes
immense impact to the
Indian economy. Due to
sudden drop of money

supply, commodity and
general cash market
transactions slow down.
Life become quite
arduous for the common
man in cash - scarce, as
cash economy is the
present. The
implementation of the
policy has generated
multiple reactions from
public because of the
anticipated e-payment
challenges.
Demonetization may
change the economy
forever and will help in
making digital India. But
India does not seem fully
prepared. A recent
report by Google India
and Boston Consulting
Group showed that
about 75% of
transactions in India
were cash-based as of
last year. Majority of the
rural population does

not even have bank
accounts. In our country
were less than 20% have
access to the internet.
Also, 97% of retail
transactions are done in
cash, with only 6% of
retailers accepting
digital payments. There
are only 18 ATMs per
1,00,000 citizens in
India, according to the
World Bank. These
create a big hurdle for
the digitalization. Since
the world is moving from
cash to cashless one
through the electronic
based transactions, it is
indispensable for India
too to move in the same
direction. Demonetiza-
tion has given an
opportunity to move
with global trends of
being cashless.
Becoming cashless
economy is not an uphill;
it only needs proper
infrastructure and usage
of available technology
inaproperway. Itisupto
the governing bodies of
the country to provide
the necessary social
amenities,
infrastructure and give a
push to banks and
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telecom companies to improve the mobile and net banking for easy take off of the cashless policy. Apart from this
government should also give incentives for electronic transactions.

WHAT IS A CASHLESS ECONOMY

A cashless economy is one which the physical circulation of cash is minimal and all the transactions are
done by digital means using debit cards, credit card, PoS machines, e-wallets etc. In cashless economy all the
transactions recorded can be maintained regularly on a digital platform. Here third party will be in possession of
money. He will allow transact money whenever it is needed. The third party can be a government or any
company or any other public or private sector bank.

WHY GO CASHLESS

Apart from turning out to be the biggest economic reform, reducing economy’s dependence on cash is
desirable for avariety of reasons,
Benefits to Economy asaWhole
¢ Financial Inclusion: Cashless economy will help to enhance the current banking system. There will be increased
access to financial services to people. Financial inclusion will automatically reduce poverty.
¢ Reduction in Tax Avoidance: A transaction in cashless economy is highly transparent. All transactions can be
monitored and traced back. So there is lesser scope of hidingincome and evading taxation.
e Curb Corruption: E money is easily traceable. No one can demand bribe in cashless economy. Moreover, Red
tapism and bureaucracy can be eliminated from the economy.
¢ Reduction in Illegal Activities: Digitalization leads to more transparency in the financial system, which helps in
reducing unauthorized cash in the hands of public. It automatically leads to lesser funding for illegal trade and
activitiesinducing terrorism.
e Reduction of Cost of Printing Notes: In cashless economy the use of currency notes is very less, as the
transactions are mostly undertaken through digital means.
¢ Increased Economic Growth: Electronic transaction helps in curbing tax evasion and increasing money
circulation. It boosts the nation’s economy. Increased tax base would result in greater revenue for public welfare
activities.
Benefits to Individuals
¢ Convenience: Individuals can make transactions without carrying bulky notes. Digital payments can be made
with a tap on the mobile phone
e Safety: Cashless transactions are highly safe, as it is protected through PIN. Also the individuals are free from
the fear of being robbed while carrying cash.
¢ Payments in small denominations can be made
Any amount of money can be transferred through cashless system, even in small denominations.
¢ Hygiene of notes is not anissue: Knowingly or unknowingly give and take of germs in the form of currency notes
can be avoided.
¢ Speed and satisfaction: No delays, No queues, No interaction with bank officers are required. Transaction can
be made from anywhere at any time by just tap on the phone.
Benefits to Business Concerns
e Increase the customer base: Electronic payments and e commerce helps the business concerns to grow their
customer base and resource, by transactingin large geographical area.
¢ No cash, No problem: All transactions are undertaken directly through bank accounts, it eliminate the problem
of dealing cash. No need to go everyday to deposit cashin bank accounts.
e Easier accounting: In cashless economy all transactions are automatically recorded through electronic
terminals.
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PROBLEMS OF CASHLESS ECONOMY

Some problems can be can be identified in cashless economy

e Proper infrastructure: Good infrastructure is essential for a developing an economy to cashless economy.
Infrastructure includes, well developed banking system, proper internet connection, digital literacy among
public etc.

e Security issues: Security issues are exorbitant in cashless economy. Hackers are constantly trying to exploit this
system. They can hack sensitive information like password, credit card number etc, and leave the account with
no money.

e System failure: If network fails no transactions can be undertaken n cashless economy.

DIGITALPAYMENTS METHODS FOR CASHLESS INDIA

Indian government, after demonetization, has been encouraging people to use cashless digital payment
methods .The government has started several initiatives for making the country cashless, such as:
¢ UPI (Unified Payment Interface)

It is as easy as sending a message from phone. Every bank has its own mobile app. It is a system that
provides several banking services features like fund transfer, and merchant payments Utility Bill Payments, Over
the Counter Payments, Barcode (Scan and Pay) based paymentsin a single mobile application
+ Howtogetit
+ Registerthe mobile number at Bank or ATM
+ Downloadthe UPlapp onyour mobile
+ MakeanuniquelD
+ SetUPIpin
¢ USSD (UNSTRUCTURED SUPPEMENTARY SERVICE DATA)

Unstructured Supplementary Service Data can be used for banking via normal mobile phone there is no
need to have mobile internet data facility for using USSD based mobile banking. The system envisioned towards a
'less-cash'and more digital society.

Howtogetit
Link mobile numbertoyour bankaccount
Dial *99# from your mobile phone
Fillinthe first three letter of your bank against short name or first four letters of IFSC
Choose fund transfer-“MMID” option
Enter the payees mobile numberand MMID
Enterthe amountand your MPIN, leave a space and enter the last 4digit of your account number
E-Wallet
A digital wallet refers to an electronic device that allows an individual to make electronic transactions.
This can include purchasing items on-line with a computer or using a smart phone to purchase something at a
store. An individual's bank account can also be linked to the digital wallet. Many E-Wallets are available in the
market like State Bank Buddy, Paytm, Airtel Money, HDFC PayZapp, ICICI Pockets, and JioMoney etc.
Howtogetit
e Download E-Wallet
e Registeryour mobile number
 Linkthis with your debit or credit card or through net banking
e Cards, PoS (Point of Sale)

Make basic payments at most places with your prepaid, debit or credit cards. Everyday products and
services for which one used to pay using cash are now being paid for using cards. Numbers of POS machines are
deployedto handle these cards.

How to use
e Swipeyourcard
e PutinyourPIN

C 4+ 4+ 4+ + + +
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e Getreceipt
e Aadhaar Enabled payment system

Aadhaar Enabled Payment System is a way to get money from the bank account. This system of getting
money neither requires your signature nor Debit card. AEPS allows online transaction at PoS (MicroATM)
through the Business correspondent of any bank using the Aadhaar authentication. It is a system that provides
several banking services features like Balance Enquiry, Cash Withdrawal, Cash Deposit, Aadhaar to Aadhaar
Funds Transfer

The onlyinputs required for a customer to do a transaction under this scenario are:-
+ Identifying the Bank to which the customeris associated

+ Aadhaar Number

+ Fingerprint captured during their enrollment

CHALLENGES IN MAKING INDIA A CASHLESS ECONOMY

Prime Minister Shri. Narendra Modi urged Indian citizens to move towards cashless economy to
overcome the cash crunch the country has been facing since the demonetization of high value notes. “My
Mobile...My Bank...My Wallet” he said on twitter. But cash is still king in India. So this process will be far from
easy. Theimportantissuesthatare holding the country back from this revolution are
¢ Much of the rural population does not even have bank accounts and has no access to credit or debit card for
transactions.
¢ Digital literacy is very low among populace.
¢ Only 17% of Indians use smart phones, whichisvery low to become a cashlesseconomy
¢ 73% of Indians or 912 million do not have internet access.
¢ Only 15% of Indians have internet on their smart phones.
¢ Internet loading speed is very low. The average page load time in India is 5.5 seconds. Whereas in china is 2.6
seconds.
¢ Country lacks data privacy laws and poor cyber security
e Majority of retailers, suppliers, and service providers belonging to the unorganized informal sector. They have
notheinfrastructure to offer card based transactions.
¢ PoS machines are must for any cashless transactions, however in India there are only 1.46 million PoS
machines. [t means only 856 machines per million people

CONCLUSION

A cashless economy refers to a system in which flow of cash within an economy is invisible and
intangible. All monetary transactions in such economies are done through various electronic mediums like credit
& debit cards, e-wallets etc. Through demonetization India steps on digital world. Indian government tries to
abolish the cash system prevailing in India by introducing various policy measures. Development of cashless
economy requires proper infrastructural facilities and populace must be able to us such facilities. Considerable
effort on the part of authorities is essential for this move. If transactions are carried out without physical cash
being exchanged, this is beneficial in regulating and curbing the flow of money in the black market as well as
illegal and underground economies. In India today, it is the opposite - with the majority of transactions done with
cash. This has to stop, India should be technological up-to-date in Banking transactions.
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