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Abstract 
 Cashless economy is an economy where maximum transactions are done without using the physical cash but through digital 
means like credit cards, debit cards, e-wallets and electronic fund transfer (ECS, NEFT, RTGS, USSD, UPI, Aadhar based payment 
system etc.). India uses too much cash for transactions. The ratio of cash to gross domestic product is one of the highest in the world. 
India faces many challenges in setting up a cashless economy like: lack of digital and banking infrastructure, cyber security and financial 
literacy, high cash dependency etc. In Dec., 2016 total value transaction done using E-wallet was 97.70 (Rs. in Billion) and in Jan., 2017 
it is increased upto 108.69. The estimated value of mobile wallet transactions in financial year 2021 across India was over 1.5 trillion 
Indian rupees. Rising smartphone penetration along with increasing competition in the domestic market could be attributed to the 
growing value. In 2021, digital wallets (45.4 percent) followed by debit cards (14.6 percent) and credit/charge cards (13.3 percent). In fact, 
digital wallets are expected to extend their lead over other e-commerce payment methods through 2025, when they are projected to account 
for 52.9 percent of transaction value. 
 
Keywords: Cashless Economy, Demonetization, Digital Wallet, Electronic Payments, Point of Sales. 
 
Introduction 

A truly digital cashless society is intuitive and imminent. Several countries such as Singapore, Hongkong, Sweden had started the 
journey quite early. However, most of these early initiatives were centered around plastic money that comes in various forms, such as debit 
and credit cards, prepaid cards, and store cards. The intention was to encourage monetary transactions through digital means and limit or 
remove the flow of hard cash in the economy.  

 
India is no exception to the cashless society proposition. However, the national priority of transitioning to a cashless economy has 

stemmed from way more advanced and meaningful reasons. The challenges in India are different and more than the challenges in other 
countries, such as the ones associated with cash circulation (difficult to trace, inconvenient to carry, expensive to print, and timely withdrawal 
of mutilated/soiled currency). It has found more significant meaning in dissolving the frictions that exist in the entire process by eradicating 
intermediaries, transfer the benefits and subsidies of various social welfares directly to the last mile beneficiaries, ensure access to banking to 
all households within the country, curb corruption and more.  
 

This has led to the emergence of a plan that aspires to leapfrog the 1.3 billion population cash generation from a ‘less paper’, ‘less 
people’, ‘less cash’ and ‘less friction’ banking environment to a truly ‘paperless’, ‘people-less’, ‘frictionless’ and ‘cashless’ environment.  

 
Demonetization: On November 8, 2016, India went through demonetization by abolishing high-value currency overnight– a move 

that gave an unanticipated fillip to a cashless Indian economy.  It nudged the cash-dependent Indians to go digital in unprecedented ways. 
PayTm for example, saw a surge in overall traffic (700% increase), value of money added to PayTm accounts (1000%) touching a record 5 
million transactions a day. Fueled by the pandemic and the ensuing lockdown, the overall bank note printing volume has reduced by 13% 
and the money circulation has declined by 23.3%1.  

 
Literature Review 

“Cashless economy” does not mean the complete absence of cash; it is just a medium of money supply in which goods and services 
are purchased and sold, and payment is made or received electronically. 

 
P Manivannan (2013) in his research paper “Plastic Money a way for cash Less Payment System” examined that Plastic Money 

i.e., usage of Credit card was measured a luxury, and has become needed. 
 

 Bansi Patel and Urvi Amin in their research paper “plastic money: Road way towards cashless society” discussed that now a 
days in any transaction plastic money becomes inevitable part of the transaction and with-it life becomes easier and development to take 
better place and along with the plastic money it becomes possible that control the money laundry and effective utilization of financial 
system would become possible with would also helpful for tax legislation. 
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Jain, P.M (2006) in their research paper “E-payments and e-banking―An Analysis of Growth Pattern of Cashless Transaction 
System”. Taking fullest advantage of technology, quick payments and remittances will ensure optimal use of available funds for banks, 
financial institutions. He also pointed out the need for e-payments and modes of e-payments. 

 
Objectives of the Study 

1. To identify what are the modes available for cashless economy in India. 
2. To identify Opportunities and Challenges of cashless economy in India. 
3. To study the initiative taken by the government towards digital economy in India. 
4. To analyze and suggest the future prospects of cashless India 

 
Modes of Cashless Transactions 
United Payment Interface (UPI) 
 Being one of the largest contributors to cashless transactions, it is a popular choice among Indians for its convenience, speed and 
access. With no fringe accounts, no restrictions on minimum payment, and the advantage of a 24*7 real-time basis payments with zero service 
costs, the rate in increase in UPI transactions has been spectacular. It clocked an all-time high 3.2 billion transactions in July 2021 displaying 
a 10-11% jump in both value and volume month-on-month2. In fact, it has become a catalyst for a dramatic rise in several private players in 
India with several private players such as Google Pay, Amazon Pay, PayTm, PhonePe and even Whatsapp Pay.   
 
Direct Benefit Transfer:  
 Thanks to the leakage-free DBT, the end beneficiaries across various segments such as agriculture, fisheries etc., are able to receive 
direct benefits and subsidies of a plethora of social welfare schemes such as MGNREGA, LPG subsidy, and more. This has enabled the 
government to not just weed out fake beneficiaries and arrest pilferages, but also helped the government save INR 1.78 lakh crores. This has 
been a significant contributor in the penetration of digital banking penetration into rural India leveraging the JAM trinity (Jan Dhan yojana, 
Aadhaar, Mobile Phone).  
 
Financial Reforms 
 Before the introduction of GST, discreet tax systems with varied compliance and timeline requirements were functional at regional 
as well as central levels. The implementation of a nationwide one taxation system, GST, has bolstered a paperless, contactless and cashless 
transaction ecosystem. It brings the entire trading community – transporter, recipient, supplier – into one common portal, and empowers them 
with the e-way bill which has not just eliminated the state-specific way bills, but also radically enhanced the movement of goods in a seamless 
manner, turnaround times, country-wide logistics, convenience and tax compliance.  
 
Opportunities and Challenges 

A paperless economy has its own merits and demerits. However, in the wake of this unprecedented digitalization, the merits certainly 
trump the challenges. First and foremost, the cost of money printing, storage, and circulation will come down dramatically. Government 
spends approximately INR 4.15 to print every INR 2000 bank note and INR 2.90 – 3.10 for every 500 rupees note. The savings with paperless 
currency will be enormous.  The security and convenience of transactions would be one of the greatest motivators of a cashless economy. 
With digital transactions, e-KYC will be mandatory, thus ensuring seamless transactions traceability and arresting tax evasions. Given the 
money is in the system, fraudulent transactions can be effectively tracked and corrected. NPCI international operations are working along 
with many countries to implement UPI equivalents. The ease of transactions beyond India would radically improve. Furthermore, a 
blockchain infrastructure on top of this ecosystem will enhance international remittances, cross-border transactions and more securely and 
transparently.   

 
There are interesting dynamics at play for the future of a cashless economy in India. With an advanced market infrastructure, banking 

technology infrastructure, and networking infrastructure, India is significantly ahead of most developing countries. It is clear that the Digital 
India Program has been the lynchpin to a truly cashless society, benefitting the government, businesses, and the end consumers by bringing 
in convenience, speed, and transparency at a negligible cost. With a continued innovation, a truly cashless economy is imminent and 
inevitable.   

 
Data Analysis and Interpretation 

Parameter Value Remarks 
Population of India  1.39 billion Census 2021 
Bank Branches 262624 RBI website 
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ATM 2.13 lakhs RBI website 
Mobile Phones 1.2 billion TRAI-March,2021 
Internet Users 1.37 billion Extimates for June, 2021 by IAMAI 

 
 Guided by the Reserve Bank’s Payment and Settlement Systems Vision 2019-2021 document, various initiatives were 
undertaken by the department during the year in the payment’s ecosystem with continued emphasis on safety, security, efficiency, 
innovation, competition, customer protection and financial inclusion. The focus was to facilitate digital penetration by enhancing 
acceptance infrastructure across the country and introducing innovative payment options to deepen the reach of payment systems. Efforts 
were also directed towards ensuring smooth functioning of all the payment systems notwithstanding disruptions in movement of 
resources and access to infrastructure caused by the COVID-19 lockdown with varying intensity and duration across various locations 
in the country. A few initiatives were customised keeping in view social distancing and minimal-contact requirements of the pandemic 
while making digital payments. The Reserve Bank undertook focused campaigns to improve consumer awareness on digital payments 
and put in place measures to ensure that the consumer grievances are addressed seamlessly in a time bound manner. The journey towards 
“less-cash” continued during the year with a rapid growth in digital payments observed with the gradual relaxation in lockdown imposed 
due to COVID-19. The Reserve Bank had announced construction of a composite Reserve Bank of India – Digital Payments Index 
(RBI-DPI) with March 2018 as base to capture the extent of digitisation of payments across the country. The index for September 2021 
stands at 304.06 as against 270.59 for March 2021. The payment systems recorded a robust growth of 26.2 per cent in terms of volume 
during 2020-21 on top of the expansion of 44.2 per cent in the previous year. In terms of value, the contractionary trend which started 
in the previous year (-1.2 per cent) got further amplified and witnessed a drop of 13.4 per cent, mainly due to lower growth observed in 
the large value payment system, viz., Real Time Gross Settlement (RTGS) system and decrease in transactions of paper-based 
instruments. The decline in value of transactions in RTGS is largely attributable to the subdued economic activity. The reduced 
transaction charges and the degree of ease of cash transfers associated with the electronic fund transfers and mobile banking will further 
drive the growth of digital payment systems in India. 
 

The RBI-DPI Index continues to demonstrate significant growth in adoption and deepening of digital payments across the 
country. The index series since inception is as under: 

March 2018 (Base) 100 
March 2019 153.47 
September 2019 173.49 
March 2020 207.84 
September 2020 217.74 
March 2021 270.59 
September 2021 304.06 

 
Conclusion  

The need to move towards a cashless economy in India is immense. One, it will save a huge amount of money that is spend 
annually in printing and maintaining currency. Currently less than 5% of all consumption expenditure is incurred through cashless 
instruments. The arrival of malls, multiplexes, online shopping stores and shopping complexes encourage the customers to make use of 
plastic cards. The government needs to take the necessary steps and make some policy considerations when they are preparing for a 
cashless economy. The payment systems have to be protected from the cyber-attacks. Going cashless provides a lot more benefits than 
just convenience to people, businesses and the government in particular. Increasing use of electronic payments boosts consumption and 
GDP. This move by the Government along with the implementation of the GST will eventually make the system more accountable and 
efficient.  
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