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1. India moving towards Cashless
Economy: Importance and Benefits of
Digital Payment System

Priti Mane
Assistant Professor, MGM Institute of Management, Aurungabod, Maoharashtra, INDIA.
Chandrashekhar Tathe

Assistant Professor, MGM Institwie of Management, Aurangabad, Maharashira, INDIA.
Dr. Waykar Vivek Bhagwan
R. B. Attal Colbege, Gearia, Beed.

Abstract
The government on 8th Movember announced that INR 500 and INRIDOD notes will

cease to be legal tendér with immediate effect. The move 1= pimed ot controlling black money.

| fake currency circulation and terror fimancing India has amongst the highest levels of currency n

circulstion nt13% of GDP. The main pim of this move is 1o make India o “cashless economy”

and for creating awareness amongst common man, the govesmment hns introduced the Digital
Indin programme 1o undersiand the various payments methods and how one can usc digiial
payment method to transier their money {rom one party 1o another party. This programime i5 N
flugship programme of the Government of India with o vision o transform Inddia into o digitally
empowered society and knowledpe ecconomy. “Faceless, Paperless, Coshless™ is one of professed

role of Digital India. The present paper is highlights the various digital payments methods and

their usage and benelits.
Keywords - Cash less economy. digital payment metheds
Abbreviations - Unstructured Supplementary Service Duta (USSD), Andhar Enabled

Payment System (AEPS). Unified Payments Interface (LIPT)

Introduction
Afier the cancellption of the legal tender character of old Rs.500 and Rs1, 000 nates,

there has been @ surge in the digital transaetions through use of credit/debit cards and mohile

phome applicetionsic-wallets ete. for crenfing mwareness povernment hns introduced  the

is called us “Digitn] India Power w0 Empower” this programme i5 4 Nagship of
s transform Indin into a digitally empowered society and

 programme which
the Governmient of Indis with a vision
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Data Collection

The duta was collected using newspaper articles and opinion of experts,
Literature Review

Demonetization: Impact on the Economy Tax Research Team the argument posited in
favour of demonetization is that the cash that would be extinguished would be “black money™
and hence, should be rightfully extinguished 1o set right the perverse incentive structure in the
economy, While the facts are no available to anvbady, it would be foolhardy to argue that this is

the only pessibility. Therefore, it is imperative to evaluate the short run and medium-term

impacts that such a shock is expected to have on the cconamy. Further, the impact of such a

move would vary depending on the extent 1o which the government decides o remonetise. This
prper elucidates the impact of such a move on the availability of credit, spending, and level of
activity and povernment finances, '

Dr. Partap Singhl, Virender Singh Impact of demonetizition on lndian economy [ndia
has amongst the highest level of currencies in cireulation at 12.1% of GDP. Cash on hand is an
cestimated at around 3.2% of househald assets, higher than investment in eguities, or roughly
around § 220 billion. OF this cash, 87% is in the form of Rs 500 and Rs 1,000 notes or roughly
s 14 lakh crore (8190 billion).A significant portion of the household easl on hand is generated

by economic transactions that are not reported 10 tax suthorities or generated through corruption.
Scrapping the higher denomination money would either result in these being brought into the
system or the money just disappearing, ™
Benefits of Cashless economy !
» Reduced instances ol tax avoidance because it is financial institutions based ECOnOmy

v here trunsaction trails are left.

= [t will curb generation of black money

»  Will reduce real estate prices because of curbs on black money as most of black money is
mvested in Real esiate prices which inflates the prices of Real estate markets

* In Financial year 2015, RBI speat Rs 27 hillion on just the activity of currency issuance
and management. This could be avoided if we become cashless society.

* It will pave way for universal availability of banking services o all as no physical
mnlmsiruciure is necded other than digital,

« There will be grester efficiency in wellire progrommes os money is wired directly info

the pecounty of recipients. This onee money is translfermed dineetly into a beneliciany ™
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parent, Payments can be easily traced ang

hank account, the entire process becomes trRans .
collected, and corruption will sutomatically drop, so people will no longer hiave to pay 1

collect what is rightfully theirs.
« There will be efficlency gning as transactio

down.
1 in 7 notes are supposed to be foke, which has a huge negative impact on economy, by

i costs soross the economy should alse egme

going cashless, that can be avaided.

. Ina coshless economy there will be no problem of soiled noves or counterfeil currency
o Reduced costs of ppermting ATMs,

Speed and satisfaction of operntions for customers, o delays and gueues, no interactions
with hunk siafT required
Types of digital payments methods

L. Banking Cards {(Debit { Credit / Cash / Travel / Others)

Banking cards offer consumers more security, convenience, and control than any other
payment methed. The wide vadety of cards svailable - including credit, debit md prepaid -
offers enormous fexibility, g8 well. These cands provide 2 Fctor authenticstions for sscare
payments ¢.g secure PIN and OTP. RuPay, Visa, MasterCurd are some of the example of card
paymen! systems. Payment cards give people the power 1o purchuse [tems in stores, on the
Internet, through mail-order catalogues md over the lelephane. They save both
merchints” ime and money, and s enphe them for ease of trunsaction,

2. Unstructured Supplementary Service Dt (USSR
The innovative pavment

cusiomers nnd

. . service *00 works on Unstruciured Supplementary Service
ati (LUSSD) chimnel. This service allows mobile binking transactions sing basic festure
dlaitn fcilily for usirg UUSSD based mobile
i and Inclusion of under banked socety m
T service include. interbank
Rlitement besides host of other SCTViCESs.

meobile phone, thers is no need 1o have mokile intermet
banking. It is envisioned 1o Provade finnncial deepenin

the: mabnstream bunking serviees. Key services offered iiisther
Heeaumt 16 seeount fund transfer, baluanee ERGUITY, fini

A Asdbar Enabileq Fayment System (AEPS)
AEFS is n bank led mnded

mleraperable financial tmrsaction s Pos
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Withdrawal, and Cash Deposit, Aadher to Asdhar funds transfer, Payment Transactions (C28,
(20 Transactions)

4. Unified Payments Interface (UP])

Unified Payments Interface (UPT) is a system that powers multiple bank acéounts inty a
“single mobile application {of any participating bank), merging several banking features, seamless
fund routing & merchant payments into one hood, It also caters fo the “Peer 10 Peer” cillect
crequest which can be scheduled and paid as per requirement and convenience. Each Bank
provides its own UP1 App for Android, Windows and 05 mobile plitformis) Key services
offered under (LIP1) Balance Enquiry, Transaction History, Send / Pay Money, Collect Maoney,

Add bank account, Change / Set MPIN, Notifications, Ale Management,
3. Maobile Wallets

A mobile wallet is & way to carry cash in digital format. You can link your credit card or
debit card information in mobile device 1o mobile wallet application or you can trunsfer money
onfine 10 mobile wallet. Instead of wsing your physical plastic card 10 make purchases, you can
pay with your Smartphone, tablet, or sman walch. An individual's pccount is required Lo be
linked to the digiml wallet 1o load money in it. Most banks have their e-wallets and some private
companies. e.g. Paytm, Freecharge, Mobikwik, Oxigen, mRuppee, Airtel Money, Jio Money,
SBI Buddy, itz Cash, Citrus Pay, Vodafone M-Pesa, Axis Bank Lime, 1C1C1 Pockets, SpeedPuy
eic,

6. Banks Pre-paid Cards

A card issued by a financial institution that is preloaded with funds dand is used Tike a
niormnal credit card. A prepaid credit card works in the opposite way of o normal eredit card.
beciause instend of buying something with borrowed funds (through credit), you buy things with
funds that have already been puid. Key services offered under Balance Enquiry, Passhook/
Immsaction history. Add money, Aceept Moniey; Pay money, Manage Profile. Notifications.

1. Puoint of Sale

A point of sale (PoS) is the place where sales are made. On o mocro level. a PoS may be a

mall, a market or a eity. On a micro level, retailers consider PoS 1o be the orea where & customer

completes a transaction, such as a checkout counter. It is also known as a point of purchase.

Mt w il e
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Internct Banking R e
nternet. banking. also KnOWn 2
clectronic puyment system that enables U= et
conduct a rnge of financinl transactions thirough the 1t L
Different types of anline financial frunsactions arc:
i, National Electronic Fund Transfer (NEFT)
ational Electronie Funds Transfer (NEFT)isan
Under this Schetne, individuals,
individual, {irm or corpoTaie having an

5 onling banking. *

ps of 0 bank of other financial institution g,
fOInEr:

Al institution's websile.

atipn-wide payment Sysiem facilitnting

firms and corporales can
anc-to-one  funds  transfer.

electronically transfer funds from any hank branch 1o any
account with any other bank branch in {he country participating in the Scheme.
i, Real Time Gross Settlement (RTGS)

RTGS is defincd as the continuous [real-1ime)
an an order by order basis (without netting}. "Real Time' means the processing of instructions at

sertlemnent of funds transfers individually

the time they are received rther than at some [ater dime: "Gross Settlement’ means the settlement
of funds transfer instructions occurs individually (on an instruction by instruction basis),
Considering that the funds settlement takes plece in the books of the Reserve Bank of India, the
payments are final and irevocable. The RTGS system is primanly meant for large wvalue
iransactions. The minimum amount 1o be remitted through RTGS is 2 lakh,

iii.  Electronic Clenring System (ECS)

ECS is an aliernative method for effeciing payment transactions in respect of the wility-

bill-peyments such as telephone bills, electricity bills, insurance premia, card payments and loan
TEpAYIMEnLS, oic

iv.  Immediate Payment Serviee (IMPS)

IMPS offer an instant. 24X7, interbunk electronic fund transfer service through mobike

phores. IMPS is an emphatic tool to transfier maney instantly within banks across Tndia through

mobile, imternel and ATM which is no - )
t ““.I_'r' safe bui Ry econmmical bhoth i TG nd -

financial perspectives, b b

I. Mobile Banking : Mabile banking

. 15 0 Serviee rovided h .
nstitution thit allows its customers p ¥ o bank or other financial

FEmMOlely using n mobi E o —Smlu et t¥pes of financial transactions
" i mabile device such as 4 mobile phone or tablet, It

called mn app. provided by the banks o
Provides fis gwn

wses software, usually
for the purpose. Each Bank
and iO8 mobile platformi{s).

. r financial institution
mobile bankin App lor Android, Windows
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2. Micte ATMh : Micro ATM meant 10 be o device thag i used by 3 mallion Pasines

Correspondents (BL} 0 deliver hase banking senmes  The plutlorm will onable
Business Comespondents {who could be o bocal Kirana shop osmncr and will act s “embcne
ATM) o comduct inatiant tramactions. The basic tramaction 1ypes. 30 e supported by
micro ATM. agre Deposit, Withdrawal, Fund tranafer and Balance enguary

Conclusion

After this study it indicates that the clectromc system of payment has 3 grest mmphication

in cashless ccomomy.  Number of digital payvment system v available for conducting finendal
tramsaction. il s very easy and convemence 1o digital purchase and agam it helps o keep a trach
on a spending pattern of an individual,
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