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Recommendations

The road to cashless needs a combination of four factors � 

1.	 Customer acquisition
Our recommendations to make e-payments more accessible through prepaid payment instrument 
include: 

a.	  Zero KYC for all prepaid payment instruments (maximum balance at INR 50,000) with restriction 
only on cash-withdrawal and forex transactions.

b.	 On all prepaid payment instrument allow e-KYC using the Aadhaar infrastructure, which eliminates 
the need of collecting and verifying paper documents from consumers. This will enable the 
payments industry to work on a ubiquitous initiative and authenticate the identity of people.

2.	 Availability
a.	 BC activities for basic services like cash-in and cash-out to be enabled at the everyday use 

merchant categories, like the post o�ce, LIC branches and agents, petrol stations and domestic 
gas dealerships, outlets of utility companies like BSNL and MTNL, mobile connection and top-up 
retailers, etc. 

b.	 To gain exponential increase in the adoption of cashless payments, the highly proliferated mobile 
phone channel is most suitable. Among telecom technologies, USSD is the most prevalent, 
pervasive and widely used option. It is possible to get a USSD code from all telecom operators 
making it truly an interoperable option.

3.	 Dis-incentivize cash, accelerate acceptance
Here are a few examples of how either the customer or merchant or both can be encourage to convert a 
cash transaction into a cashless one: 

a.	 The RBI should levy a charge on all cash-withdrawals and cash deposits made by any mode (ATM, 
Cheque, withdrawal slip, cash at POS) above INR 2000. 

b.	 Tax breaks (income tax, service tax, etc.) to merchants on transactions paid through e-payments 
to increase e-payment acceptance and to drive whole-hearted acceptance of POS infrastructure 
and the MDR concept.

c.	 Discounts to be o�ered to consumers on certain types of payments in case they use an 
e-payment option.

d.	 No surcharge should be allowed by any merchant to customers for any type of electronic 
payments. 

e.	 Income tax payments are now mandated to be an e-payment. Payments for goods and services 
of certain merchant types in towns and cities with a certain population and above should be 
mandated to be electronic in case the amount is INR 2000 or above.

4.	 Awareness and education
a.	 A massive campaign at the country level by the Government, regulators and the industry together 

needs to be undertaken for at least 3-5 years on a continuous basis to highlight the options 
available for e-payments for all consumers and bene�ts they o�er over cash

b.	 We can draw example from the �Do Boond� campaign to eradicate polio disease in the country. 
A similar exercise at a massive scale needs to be undertaken to eradicate the �disease of cash 
usage� in our country.
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According to the Reserve Bank of India (provisional estimates), the amount of currency in circulation (as 
of Jan 2013) stands at INR 1,158,380 crore, of which 96% is with the public changing hands circulating 
everyday. Naturally, this also implies a huge cost of printing and maintaining paper and coin currency (See 
Table 3.1a in the Appendix).  

High cost of maintaining currency 
The RBI, according to estimates for 2009-10, incurred an annual cost of INR 2,800 crore to just print the 
currency notes, which amounted to 0.4 percent of the total currency in circulation at the time. Add to this 
the cost of storage, transportation, security, detection of counterfeits, and the cost mounts up further.  If 
one were to look at printing, storage and maintaining these currencies through ATMs alone, it comes to 
approximately INR 70 per person per year. The total number of ATMs in India stands at 60,000 (January 
2010). With the cost of installing an ATM around INR 700,000 (and an equivalent amount to maintain 
them per year) and a plan to add 10,000 ATMs per year, the total cost of printing and distributing 
currency (through ATMs alone) would amount to INR 8400 crore7. 

In other words, the cost of printing and distributing cash constitutes about 0.2% of India�s GDP8. 
Given the growth rate in the volume of currency, the cost of printing and disbursing will soon become 
enormous. In the face of this, a moderate growth of cashless transactions by 5% a year will save more 
than INR 500 crore annually. Therefore, there is a direct bene�t (in terms of cost savings) of moving 
towards cashless transactions in India. However, it is the indirect bene�ts that are perhaps much more 
important for India, especially given its objective of inclusive growth.

Bene�ts of cashless transactions
There are three distinct yet important indirect bene�ts of promoting cashless transactions in India9.  

a)	 It will promote �nancial inclusion.
b)	 It will keep records of �nancial transactions.
c)	 And it will lower transaction costs involving any two parties engaged in a �nancial transaction.

While the last observation is in general true for any economy, the �rst two are particularly relevant for 
India.  But the exact road map to move towards a cashless economy needs to address how the proposed 
instruments, incentives and laws need to change to facilitate such an outcome.    

6 Ashish Das and Rakhi Agarwal (2010), �Cashless Payment System in India- A Roadmap�, Technical Report, IIT  
Bombay,  http://dspace.library.iitb.ac.in/jspui/handle/10054/1732
7 Rs. 8400 crore = 60000 ATMS * Rs 14 lacs (Rs. 7 lacs for installation and Rs. 7 lacs for maintenance)
8 Cost of printing and distribution of cash (Approximately Rs.10,000-Rs.11,000 crore) divided by GDP is around 0.2%
9 By cashless transactions, we mean all �nancial transactions that do not involve any currency
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Although we do not have accurate estimates of the usage of cash in the country, the amount is de�nitely 
enormous 13.  With cashless transactions, almost all transactions will leave a digital footprint.  A system 
that encourages and incentivizes the �buyer� to pay through cashless instruments (increasing use of bank 
to bank transactions without involving the physical currency) will have higher �nancial transparency. This 
is perhaps the most direct way of battling issues in corruption and black money in India. Digital footprints 
have other advantages as well. They can make public delivery systems (PDSs) much  more e�cient. In 
2009, the Planning Commission estimated that only 27 percent of PDS expenditure reached the targeted 
low-income groups. The Justice Wadhwa Committee report on PDS also �nds leakages in the PDS 
subsidy 14.In fact, the Committee also recommends the use of computerized platforms that will keep a 
record of all transactions pertaining to the PDS. It is fair to assume that once the records are maintained, 
the misallocation of PDS items can be easily detected and acted upon, which will bring in transparency, 
auditability, and traceability.

(c) Lower transaction costs 
With appropriate technology and instruments, the need to be physically present during any �nancial 
transaction can be dispensed with. This is obvious with online payments, mobile banking, mobile purse, 
etc. However, even though certain transactions may require that the two parties be physically present, 
using appropriate cashless technology, one can reduce transaction costs as cashless transactions 
often reduce processing costs and waiting times. For instance, in April 2011, a hike in the toll tax rates 
by a rupee caused a day-long tra�c jam in Gurgaon on the largest toll gate in India. This expressway is 
the busiest inter-city route in India, handling more than 180,000 passenger car units (PCUs) daily. With 
toll tax rate increasing to INR 21 from the earlier INR 20, commuters as well as o�cials deployed at toll 
cabins were seen struggling to tender the exact change, causing tra�c to slow down15.

The process of calculating and tendering the exact change is often cumbersome and time consuming. 
It is also subject to rounding-o� errors. Recently, RBI has noti�ed that currency below 50 paisa will be 
withdrawn. With various bill amounts that run into two digits after the decimal point, it would be now open 
to higher rounding o� errors and may lead to rise in opportunistic behaviour by a certain percentage.

13 The estimate according to the Finance Minister is INR 45,00,000 crore. See http://www.asianage.com/india/indian-
black-money-estimated-around-rs-45-lakh-crore-076
14 See http://pdscvc.nic.in/report%20on%20computersisation%20of%20PDS.htm. This is also substantiated by    	
similar studies conducted by the Planning Commission of India. Although estimates vary, the conclusion is the same.
15 http://�ndarticles.com/p/news-articles/times-of-india-the/mi_8012/is_20110403/extra-rupee-takes-toll-delhi/
ai_n57214461/
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Existing scenario of electronic payments in India

The banking sector in India has 171 banks (as reported by RBI in 2009). Of these 166 are scheduled 
commercial banks while 5 are non-scheduled commercial banks. A brief description of the key indicators 
for the scheduled commercial banks is given in Table 3.2a in the Appendix. Public sector banks constitute 
the largest market share (approximately 80% in terms of deposits). While pro�t per employee as well as 
wages as a cost are dissimilar across banks, however, return on asset (ROA) numbers are very similar.  

Volume and type of electronic transactions

Where does the banking system stand as far as cashless transactions are concerned? The total volume 
of electronic payment systems (EPS) in 2010-11 stood at close to 90 billion16, a �ve times increase in 
eight years. The instruments included in this are ECS (electronic clearing systems), NEFT (interbank 
electronic fund transfer systems) and credit and debit cards 17. In terms of transactions, credit and debit 
cards still make up the bulk, with 55% of total EPS transactions.  

What we are primarily interested in, however, is the amount of money in transactions, which was more than 
INR 13 lakh crore in 2010-11. This has increased a fantastic 25 times in eight years (2003-04 to 2010-11)18. 
It is not uniform across all the instruments, though. While ECS (debit) has grown more than 30 times and 
NEFT more than 50 times, credit card and debit card growth rates have been modest and are only around 5 
times. From a collective share of 43% of total EPS in 2003-04, the collective share now stands at less than 
10% for credit and debit cards put together (see Table 3.4b in the Appendix). 

We also need to look at the average amount per transaction. The current average amount per electronic 

16, 18 www.rbi.org.in
17These calculations are done without considering RTGS (Real Time Gross Settlement) which by itself comprises the 
highest volume in terms of Rupees. This is because RTGS are applicable for transactions exceeding a minimum value. 
Therefore, very few households make transactions through RTGS. The amount transacted through RTGS is usually 30 
times that of NEFT.

The total volume of electronic payment systems 
in 2010-11 stood at approx. 90 billion, growing 
�ve times in eight years
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transaction is INR 14,403. NEFT has the highest average amount per transaction and is close to INR 
71,000. The average amount per transaction for credit and debit cards stands at INR 2,848 and INR 
1,632, respectively. Clearly, the above numbers suggest that households are not averse to EPS if it 
involves interbank transactions but are averse to using debit and credit cards. The possible factors 
that explain such low usage of these cards are perceived higher transaction costs, lower transaction 
amounts, and transaction security. These are the factors that were brought to light in our household 
and enterprise surveys. The low growth �gures for credit and debit cards are particularly worrisome. 
The growth rates have been extremely modest whether we consider the number of transactions or the 
amount of transactions. What is of particular interest is the fact that the amount per transaction has also 
shown an extremely gradual growth for credit and debit cards. Therefore, if the current trend continues, 
a mere push for increasing the number of cards will not guarantee a substantial growth in the number as 
well as amount of transactions. More measures will be needed, and we discuss them later in this report. 

Table 3.1: Electronic payments by banks

Source: www.rbi.org.in

NEFT (106 Banks) RTGS (120 Banks)

Number of transactions (in millions) 15.77 4.27

Volume of transactions (in INR billions) 1,145.33 41,901

Percentage of transactions by top 10 
banks (in millions)

64.7 58.95

Percentage of volume of transaction by 
top 10 banks (in INR billions)

65.7 62.35

Number of banks that are in the top 
10 in terms of volume and number of 

transactions
9 8

Types of banks using EPS
Even as we see the aggregate scenario of EPS, it is worthwhile to look at the kind of banks that are 
involved in EPS. In Table 3.1 we consider the breakup of NEFT and RTGS transactions by bank types. It is 
clear that 10 banks (out of 171) contribute the major chunk of EPS measured by number of transactions 
as well as amount of transactions. Together, these 10 banks make up around 60% of all EPS.  

There are seven banks (one nationalized, two private and four foreign) that feature in the top 10 
irrespective of whether we consider NEFT and RTGS (in terms of transactions and volume). This clearly 
means that most banks do not contribute substantially to cashless. Therefore, there is an enormous 
scope for encouraging them to initiate electronic payments. Note that between NEFT and RTGS, the 
former is more a part of retail payment (initiated by individual households) and it is there that close to 
two-thirds of the transactions are done by only 10 banks. A policy thrust that encourages few more 
banks to initiate NEFT will take EPS a long way. 

Introduction
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Electronic payments through ATMs
Apart from the EPS, the other electronic based system (although not cashless) that is used by 
households is that of ATMs. As of year 2010, there were over 60,000 ATMs. However, the ratio of onsite 
to o�site ATMs is still greater than one. While ATMs are actually a process of converting cashless to cash, 
any expansion idea must address a proportionately higher increase in o�site ATMs. 

Table 3.2: Spread of ATMs

 Branches ATMs

Type of the 
Bank

Scheduled 
Commercial 

Banks

Public Sector 
Banks

Private 
Sector Banks

Foreign Banks

Rural 20,773 19,567 1,201 5

Semi- urban 17,638 14,595 3,037 6

Urban 16,007 12,920 3,027 60

Metropolitan 14,742 11,743 2,762 237

Total 69,160 58,825 10,027 308

Onsite 32,679 23,797 8,603 279

O�site 27,474 16,883 9,844 747

Total 60,153 40,680 18,447 1,026

Percent of O�site 
to total ATMs

45.7 41.5 53.4 72.8

ATMs per branch 0.87 0.69 1.84 3.33

Source: www.rbi.org.in

The four metros and Bengaluru, not 
surprisingly, show the highest propensity for 
the usage of cashless instruments

Geographic spread of EPS
We identi�ed a set of 50 cities that are the most banked as well as have the highest growth potential. 
These cities were identi�ed using two criteria�total volume (in terms of deposits and credits) as well 
as composite growth (deposit and credit growth). The total volume in India is INR 87 lakh crore, while 
the composite growth rate for all banks together is 22 percent. The four metros and Bengaluru, not 
surprisingly, show the highest propensity for the usage of cashless instruments.
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The 50 cities we have identi�ed (marked in the map below) have a robust banking infrastructure.To move 
towards a cashless economy, these are the cities to target for growth. For our survey, we chose eight cities 
from this list.    

Greater Mumbai

Bengaluru

Kolkata

Cities with high potential for EPS

Introduction

Delhi
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19See EPC (European Payments Council) newsletter http://www.europeanpaymentscouncil.eu/pdf/EPC_Article_112.pdf 
20Iceland is ranked #1 in terms of proportion of cashless transaction to total transactions in retail sectors. Less than 
one sixth of retail transactions are in cash.  www.dgwbirch.com/papers/go/go010208.pdf
21Moody�s Analytics (2010) whitepaper available on the Visa website: http://corporate.visa.com/_media/moodys-
economy-white-paper.pdf

International trends in electronic payments
Worldwide, there is tremendous interest among policy makers, academicians and commercial enterprises 
to explore the possibility of moving towards a cashless economy. However, cash continues to remain the 
predominant form of transaction.   

In Europe, it accounted for 78% of Euro 388 billion retail payments in 2008, or nearly Euro 301 billion 
transactions 19.  In 2008, the total cost of distributing, managing, handling, processing and recycling of 
cash and that of accepting cash payments was Euro 84 billion or 0.60% of Europe�s GDP. Although it is 
expected that there will be a signi�cant increase in the use of cashless payments and a general decline 
in the number of cash payments in Europe by 2014, cash will still remain the continent�s main retail 
payment mode. These European �gures are signi�cant. Between 2000 and 2008, cashless payments 
grew by160% or at a compounded annual growth rate (CAGR) of 6.2%. In fact, Iceland is ranked number 
one in terms of proportion of cashless transaction to total transactions in retail sectors. Less than one 
sixth of retail transactions is in cash 20.  Retail cashless payments in the USA increased at a CAGR of 4.5% 
to USD 102 billion between 2000 and 2008.  

Recently a study by credit rating and research agency, Moodys.com analysed the impact of electronic 
payment instruments (credit and debit cards) usage on GDP for 56 countries21. The study calculates that, 
for the 56 countries in the sample�which collectively account for 93% of the world�s gross domestic 
product�electronic card usage added USD 983 billion in real dollars to private consumption and GDP 
from 2008 to 2012.

Electronic card usage added USD 983 billion 
to private consumption and GDP for 56 sample 
countries from 2008 to 2012: Moodys.com
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The contribution of cashless instruments to total consumption and GDP are given in table 2.7a and 2.8a 
in the Appendix.  

The Moodys.com22 study also analyzed the impact that future electronic payment instruments usage will 
have on economic growth. The struggling global economy grew in real GDP by only 1.8% per annum in 
the 2008�2012 time period. What the report found was that without increased card usage, that growth 
would have been 1.6%. The report also found that in India, there was an increase of USD 1.5 billion in the 
GDP because of greater card penetration. 

22 Moody�s Analytics (2010): http://corporate.visa.com/_media/moodys-economy-white-paper.pdf

Introduction
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Payment Patterns in the 
Retail Sector
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Background: The Indian retail industry
The Indian retail sector is divided into organized and unorganized segments. Organized retailing refers to 
trading activities undertaken by licensed retailers, that is, those who are registered for sales tax, income 
tax, etc. These include the corporate-backed hypermarkets and retail chains and also the privately-
owned large retail businesses. Unorganized retailing, on the other hand, refers to the traditional formats 
of low cost shops like the kirana shops (corner shops and mom-and-pop stores), owner-manned general 
stores, paan/beedi shops, convenience stores, handcart and pavement vendors, etc23. Usually these 
shops employ 2-3 employees and operate in less than 100 square feet area. 

Retail is the largest source of employment after agriculture and constitutes about 10% of India�s GDP24. 
The current prevalence of cashless and its future scope in India depend upon the growth of retail sector 
in general and organized retail in particular.  This can be seen in two important statistics. For the period 
2003-2007 the CAGR for the retail sector as a whole is 11%, while for the organized retail sector, it is 
approximately 19% (ICRIER, see Table 4.1). Thus, overall, the growth of the organized retail sector is 
much higher than the growth in retail sector. The share of organized retail out of total retail is showing an 
upward trend in �ve out of the eight sectors25. The three sectors where the proportion of organized retail 
to total retail is reducing are beverages, the clothing and footwear sector and the furniture and furnishing 
sector (see Figure 4.1).  This clearly has strong implications about the kind of retail sectors that are more 
likely to have cashless transactions currently or have the potential.

Using the estimates from the Indian Council of Research on International Economic Relations (ICRIER) and 
assuming the CAGR for the three years  2004-2007 to hold true for the next three, our estimate for 2010-
11 is USD 372 billion for the retail sector, of which organized retail is a mere USD 15.24 billion (4.1%).  The 
expenditure on food and groceries alone constitutes about 54% of total retail expenditure. All other sectors 
contribute less than 10% individually, except clothing and footwear. The sectoral composition in organized 
retail is given in Figure 4.2a in the Appendix. Clothing and footwear contributes 37%, while furniture, 
furnishing and appliances (essentially consumer durables) constitute 15%.  Further, the proportion of 
organized retail to total retail for clothing and footwear stands at about 16% and 8% for furniture, furnishing 
etc.  (see Figure 4.3a in the Appendix). 

23, 24CCI (2009), �Retail Industry in India�, http://www.cci.in/pdf/surveys_reports/indias_retail_sector.pdf
25 ICRIER (2008), �Impact of organized retailing in the unorganized manufacturing sector� http://www.icrier.org/page.
asp?MenuID=24&SubCatId=175&SubSubCatId=258

The organized retail sector is growing at a 
higher rate than the retail sector as a whole

Payment Patterns in the Retail Sector
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Consumption 
Sectors

Amount of  
Retail

Amount of 
Organized 

Retail

OR as a 
Share (%) of 

Retail

Share of 
Sectors (%) in 

Retail

Share of 
Sectors 

(%) in OR

Food and grocery 10,720.07 95.41 0.89 53.47 9.42

Beverages 1,265.71 23.27 1.84 6.31 2.30

Clothing and 
Footwear

2,366.68 375.01 15.85 11.80 37.02

Furniture, furnishing 
appliances

1,898.64 152.25 8.02 9.47 15.03

Non Institutional 
healthcare

1,413.86 41.14 2.91 7.05 4.06

Sports goods, 
entertainment, 

equipments and 
books

735.94 158.75 21.57 3.67 15.67

Personal care 1,026.17 98.99 9.65 5.12 9.77

Jewellery, watches 
etc

1,401.94 133.39 9.51 6.99 13.17

All India 20,049.23 1,013.07 5.05 100.00 100.00

Table 4.1: Estimated retail sector for 2010-2011

Source: ICRIER. All amounts are in INR billion.

Figure 4.1: Survey �ndings: Share of di�erent sectors (in %) in retail

Sports goods, Entertainment, 
Equipments and Books 4%

Non-institutional 
Healthcare 7%

Furniture, Furnishing 
and Appliances 9%

Clothing and Footwear12%

Jewellery, Watches, etc. 7%

Beverages 6%

Personal Care 5%

Food & Grocery 53%
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Key �ndings: Estimate of cashless transactions in retail
The sample estimates of cashless by sector and organization type is given in Table 4.229. Note that 
the retailers as well as the wholesalers are most often in the middle of a supply chain. For the retailers, 
wholesalers are vertically above them in the supply chain, while the households are just below them. 
Wholesalers, in turn, have the manufacturers above them. Therefore,  for each organization the estimate 
of cashless transaction need to be done at two levels�transaction vis-à-vis their buyers (households for 
retailers and retailers for wholesalers) and transaction vis-à-vis their suppliers (wholesalers for retailers and 
manufacturers for wholesalers). Thus, the table presents for each sector and organization combination, 
two estimates�cashless transactions with buyers and cashless transactions with sellers.

29These estimates are representative of the organized retail sector.

 Retailers Wholesalers

 

Cashless 
with 

Supplier 
(%)

Cashless 
with Buyer 

(%)

Average 
Cashless

Cashless 
with 

Supplier (%)

Cashless 
with Buyer 

(%)

Average 
Cashless

Cab services 
providers

39.02 39.05 39.04    

Clothing 58.09 41.28 49.69 63.51 47.76 55.64
Consumer 
durables

56.59 39.02 47.81    

Footwear 64.29 28.99 46.64 69.74 31.86 50.80
Groceries 55.11 30.94 43.03 50.47 44.83 47.65

IT AMC service 
providers

43.47 41.44 42.46 48.84 36.41 42.63

Medical shops 51.66 24.61 38.14    
Mobile phone 

kiosks
26.09 9.30 17.70    

Nursing homes/
hospitals

21.83 29.27 25.55    

Schools 
(kindergarten, 

primary schools 
or secondary 

schools )

33.15 28.27 30.71    

Transporters or 
truck owners

36.51 46.98 41.75    

Travels agencies 16.22 31.70 23.96    
Total cashless 47.43 34.16 40.79 46.59 41.32 50.21

Table 4.2:  Survey �ndings: Cashless transactions estimate (retailers and wholesalers)
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What are the volumes: In our sample (that mainly constitutes of the organized retail sector), the 
aggregate percentage of cashless transactions to total transactions are approximately 38% for the 
retailers and 50% for the wholesalers. If we use 38% as the representative cashless transaction for 
organized retail (which in turn is only estimated at around 7.5%), we get an estimate that approximately 
3% of all retail transactions are in cashless format. 

The estimate can be further �ne tuned. Consider the four consumption items�food and groceries, 
clothing and footwear, non-institutional medical expenses and consumer durables. These four sectors 
explain about 82% of all retail and 65% of organized retail. The share of cashless transaction to total 
retail transaction is given in Table 4.3. From the table, it is evident that that the total cashless transactions 
(amounting to INR 521.49 billion) as a percentage of total retail transaction is a meager 3.17%. This is 
because of two things. One, the share of organized retail (in these our sectors) is only 4.04% of total 
retail transactions and two, the proportion of cashless transactions themselves are below 50% for these 
sectors. In terms of gross amount, only INR 521 billion is transacted cashless out of a total transaction of 
INR 16,399.25 billion in these four sectors30.  

Only INR 521 billion is transacted cashless out of 
INR 16,399.25 billion in the top 4 consumption 
sectors

30Note that since our sample frame had only the four major metros, the aggregate estimates can overestimate 
cashless transactions.

Consumption 
Sectors

Amount  of 
Retail

Amount of 
Organized 

Retail 

Organized 
Retail 

Share (%) 
to Total 
Retail 

Cashless 
Transactions 
Share (%) in 

Organized Retail 

Amount of 
Cashless 

Transactions

Cashless 
Share (%) to 
Total Retail

Food &  
Grocery

10,720.07 95.41 0.89 43.03 50.51 0.47

Clothing and 
Footwear

2,366.68 375.01 15.85 48.41 316.85 13.38

Furniture, 
furnishing and 

appliances
1,898.64 152.25 8.02 47.81 140.12 7.38

Non 
Institutional 
healthcare

1,413.86 41.14 2.91 27.95 14.02 0.99

All India 16,399.25 663.81 4.04 521.49 3.17

Table 4.3: Survey �ndings: Cashless estimates by organized retail sectors

All amounts are in INR billion.

Payment Patterns in the Retail Sector
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Who prefers cashless transactions: The extent to which cashless transactions are made between 
two parties depends mostly upon both parties agreeing to do so31.  Therefore, it is important to ask the 
following set of questions: 

(a) Who initiates the transaction process? 
(b) What is the preference of the retailer vis-à-vis cash and cashless modes of payments?

The �rst question has an important implication. It can be hypothesized that the mode of transaction 
(cash or cashless) in a supply chain will often be decided by the �rst mode of transaction. This is 
because, converting cash to cashless (depositing a payment in the bank) or converting cashless to cash 
(withdrawing a payment form the bank), involves transaction costs, however miniscule they may be. This 
is especially true given that the cashless network is not prominent32.   Thus, for cashless transactions 
to prevail, one needs to look at two distinct transactions. The �rst one is between the retailer and the 
household and the second one is between the retailer and the wholesaler. The preference for cashless 
or cash between the two parties in each of these transactions eventually determines the nature of 
transaction. In Table 4.4 below, we present the �gures for the same. We only consider the retailers as 
they cover all the consumption sectors.

31As mentioned earlier, cash transactions are prohibited by law in very few cases. For example, payment of electricity 
bill exceeding a particular amount, by cash, is prohibited in some cities. 
32The necessity of creating a cashless network will be discussed later. 

                                                                             Retailers

 
Cashless 

with 
Buyer

Cashless 
with 

Supplier

Buyer 
Initiated

Supplier 
Initiated

Cash 
preference 

with 
Buyers

Cash 
preference 

with 
Suppliers

Cab services providers 39.05 39.02 43.21 77.9 54.76 54.76
Clothing 41.28 58.09 65.54 46.52 80.05 54.11

Consumer durables 39.02 56.59 43.89 61.36 73.17 26.83
Footwear 28.99 64.29 49.81 66.07 70.75 20.16
Groceries 30.94 55.11 54.58 71.55 76.69 38.04

IT AMC service 
providers

41.44 43.47 48.4 72.77 56.58 57.27

Medical shops 24.61 51.66 26.27 32.84 63.55 34.98
Mobile phone kiosks 9.3 26.09 82.32 66.58 89.06 73.44

Nursing homes/
hospitals

29.27 21.83 60.62 80.37 68.29 63.41

Schools (kindergarten, 
primary schools or 

secondary schools )
28.27 33.15 75.88 70.28 62.61 59.86

Transporters or truck 
owners

46.98 36.51 55 77.86 56.10 53.66

Travels agencies 31.7 16.22 82.24 78.68 53.89 82.95
Total cashless 34.16 47.43 57.28 69.79 69.95 43.65

Table 4.4: Survey �ndings: Initiator of payments and preference of cash (percenteages)
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Approximately 70% of the retailers prefer cash, 
citing lower transaction amounts, security 
concerns and working capital needs

33However, this can only be conjectured as it would not have elicited required responses if asked to the retailers.

The survey further revealed that Bengaluru (33%) has the highest rate of card acceptance followed 
closely by Delhi (10%) and Mumbai (10%). In Kolkata cash is more prevalent (83%). Clearly, cards are the 
most preferred mode among all electronic payment channels. 

Bengaluru has the highest card acceptance, Mumbai and Delhi come second, Kolkata has the least. The 
reason Bengaluru is at the top is because people there understand best that they are not constrained by 
cash on hand.

City
Don�t 
Know/

Can�t Say

No 
Need to 
Manage 

Cash

Sales 
Increase

No Need to 
Deposit

Transaction 
Amount not 
Consistent

Total

Bengaluru 3% 22% 20% 5% 51% 100%
Delhi 2% 32% 33% 3% 31% 100%

Kolkata 2% 68% 14% 10% 5% 100%
Mumbai 1% 29% 26% 8% 36% 100%
Overall 2% 37% 24% 6% 31% 100%

Table 4.7: Survey �ndings: Advantages of using cashless transaction

City Cash Cheques
Debit Card/ 
Credit Card

Don�t Know /
Can�t Say

Total

Bengaluru 57% 7% 33% 3% 100%
Delhi 77% 7% 10% 7% 100%

Kolkata 83% 11% 5% 1% 100%
Mumbai 77% 13% 10% 0% 100%
Overall 73% 9% 14% 3% 100%

Table 4.6: Survey �ndings: City-wise acceptance

Table 4.8: Survey �ndings: Are cashless transactions risky?

City Don�t Know No - Not Risky Yes - Risky Total

Bengaluru 1% 66% 33% 100%

Delhi 1% 70% 30% 100%

Kolkata 5% 64% 32% 100%

Mumbai 0% 60% 40% 100%

Overall 1% 65% 34% 100%
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More cashless transactions are likely if the 
preference for cash by the retailer is incentivized at 
a policy level and retailers initiate the payment

Note that the �rst two correlations have negative �gures while the third has a positive correlation �gure (see Table 
4.9). This implies that cashless transactions of buyers will increase if either more transactions are initiated by 
retailers and/or if the preference for cashless by the retailer is higher. However, these two are not independent. In 
other words, there is a positive correlation between who initiates the payment and the preference of retailers for 
cash. E�ectively, this means that at a policy level if either the preference for cash by the retailer is incentivized or if 
the retailers can initiate the payment mode, more cashless transactions are likely. 

If we consider the transactions between the retailer and the wholesaler, the correlation (in terms of sign) is 
the same as that between the retailer and the household. Therefore, once again if either the preference for 
cash by the retailer is incentivized or if the retailers can initiate the payment mode, more cashless transactions 
are likely. In fact, the correlation �gures are higher in this case implying that any incentive for retailers to go 
cashless or make them the initiator of the payment is likely to have more e�ect on cashless transactions with 
wholesalers than with retailers.
 
Key Findings: Factors that drive or inhibit cashless transactions
Any recommendation towards moving to cashless needs to address two things. It must address the possible 
bottlenecks (both perceived and real) that prevent cashless transactions (see Table 4.10). It must also �nd out 
the perceived advantages of cashless transactions. Policy recommendations may then be designed so that 
some of the bottlenecks are removed while building a framework based on the advantages. 

34Relevance here pertains to correlation between cashless transactions, the initiator of transaction as well as the  
preference for cash, computed separately for the buyers and the suppliers. In other words, we do not highlight 
correlation between items pertaining to retailer-buyer transaction with retailer-wholesaler transactions.

Table 4.9: Survey �ndings: What are the reasons for the cashless transactions to be seen as risky?

City
Cheques 

May not be 
Honoured

Don�t Know/
Can�t Say

Always a Delay in 
Receipt

Internet Security 
is a Risk

Bengaluru 12% 5% 59% 24%

Delhi 2% 56% 8% 34%

Kolkata 28% 13% 15% 43%

Mumbai 12% 46% 23% 19%

Overall 13% 32% 27% 29%

Payment Patterns in the Retail Sector
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Table 4.10: Survey �ndings: Reasons for not using cashless

Sector
Delay in 
Receipt

Problems 
with Internet 
Connectivity

Not 
Accepted 
by Buyer/

Seller

Worried 
about 

Security of 
Transaction

Amount is 
Too Small

Transaction 
Costs are 
High with 
Cashless

Cash 
Required 

for Working 
Capital

Cab services 
providers

4.76 7.14 9.52 16.67 11.90 50.00 0.00

Clothing 32.42 2.74 17.21 3.49 2.99 9.23 12.22
Consumer 
durables

12.20 4.88 14.63 19.51 19.51 26.83 2.44

Footwear 3.95 0.79 3.95 22.13 26.48 28.85 1.58
Groceries 4.91 6.13 19.63 12.88 16.56 36.20 2.45

IT AMC service 
providers

0.00 6.00 2.54 19.63 11.55 51.50 0.00

Medical shops 0.00 2.96 18.23 10.84 21.18 37.44 4.43
Mobile phone 

kiosks
0.00 0.00 7.81 25.00 30.47 32.81 3.91

Nursing homes/
hospitals

9.76 9.76 17.07 9.76 9.76 41.46 0.00

Schools 
(kindergarten, 

primary schools 
or secondary 

schools)

6.43 4.12 32.59 29.93 5.75 12.18 9.01

Transporters or 
truck owners

4.88 2.44 19.51 24.39 12.20 24.39 12.20

Travels 
agencies

2.59 2.32 8.46 15.83 18.42 47.34 4.77

All sectors 6.62 5.16 17.40 16.95 14.10 33.41 4.12

Figure 4.2: Survey �ndings: Reasons for not using cashless

Not accepted by 
buyer/seller18%

Amount is too 
small15%

Problems with Internet 
connectivity 5%

Delay in receipt7%

Cash required for 
working capital 4%

Worried about security
 of transaction17%
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 Why Costly Why Risky
Sector Delay Automation POS Transaction Costs Default Delay Internet Security

Cab services 
providers

4.17 8.33 29.17 58.33 27.27 9.09 63.64

Clothing 0.00 0.00 14.04 85.96 0.00 54.84 45.16
Consumer durables 20.00 0.00 20.00 60.00 42.86 28.57 28.57

Footwear 15.63 9.38 4.69 70.31 41.46 39.02 19.51
Groceries 1.64 1.64 52.46 44.26 23.81 21.43 54.76

IT AMC service 
providers

1.35 20.95 14.19 63.51 6.10 28.05 65.85

Medical shops 5.75 10.34 24.14 59.77 0.00 38.71 61.29
Mobile phone 

kiosks
5.56 13.89 13.89 66.67 26.19 61.90 11.90

Nursing homes/ 
hospitals

34.62 7.69 15.38 42.31 37.50 50.00 12.50

Schools 19.48 0.00 4.28 76.25 0.00 32.81 67.19
Transporters or 

truck owners
23.08 15.38 7.69 53.85 0.00 72.73 27.27

Travels agencies 52.29 0.00 9.14 38.57 3.87 75.00 21.13
All sectors 16.05 6.43 18.86 58.66 17.39 40.74 41.87

Table 4.12: Survey �ndings: Reasons for cashless transactions being costly and risky

Table 4.13: Survey �ndings: Preferred payment modes

Table 4.14: Survey �ndings: Reasons for not using cashless transactions

Further even with the retailers who have installed POS device, cash remains the preferred mode of 
transaction (74%).

POS Card Reader Device Cash Cheques
Debit Card/ 
Credit Card

Don�t Know 
Can�t Say

Online 
Payment

Grand Total

Installed 74% 4% 21% 1% 0% 100%
Not Installed 73% 17% 5% 5% 0% 100%

Overall 73% 9% 14% 3% 0% 100%

The reason cited for accepting cash transaction are similar to the ones mentioned in the previous 
page. In addition 17% of the merchants said that the transaction size was too small and 15% 
highlighted security as a concern.(See Table 4.14)

POS Card 
Reader 
Device

Do not 
Accept 

Cashless 
Transactions

Result 
in High 
Service 
Charge

Don�t 
Know/
Can�t 
Say

Worried 
About 

Security

Need 
Cash for 
Working 
Capital

Delay in 
Receipt

Internet 
Problem

Transaction 
Amount 

Small

Grand 
Total

Installed 17.08% 36% 2% 15% 4% 4% 5% 17% 100%
Not Installed 16.78% 38% 2% 16% 5% 5% 5% 13% 100%
Grand Total 16.96% 37% 2% 15% 4% 4% 5% 15% 100%
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Sector
Currency 

Management
Increase in 

Sales
Cost of Going 

to Banks

Buyers are Not 
Constrained by 

Purse
Cab services 

providers
43.90 26.83 4.88 24.39

Clothing 33.85 36.59 0.00 26.83
Consumer durables 36.59 26.83 0.00 36.59

Footwear 43.48 17.00 5.93 33.60
Groceries 42.24 24.22 5.59 27.95

IT AMC service 
providers

29.74 27.10 12.47 30.70

Medical shops 33.99 25.62 2.46 37.93
Mobile phone kiosks 40.63 23.44 4.69 31.25

Nursing homes/
hospitals

36.59 21.95 4.88 36.59

Schools 49.31 11.25 13.14 26.29
Transporters or truck 

owners
32.43 27.03 8.11 32.43

Travels agencies 16.50 25.66 1.80 56.03
All sectors 36.28 24.59 5.27 33.65

Table 4.15: Survey �ndings: Advantages of cashless

Partnerships accepting cards believe that their sales increase due to cards acceptance, 56% of public limited and 47% 
of proprietorships by female believe managing currency is tough, so they think they should accept cards. Private limited 
companies are at the top�77% believe accepting cashless is not risky. Among others, 44% public limited, 43% co-
operative and 41% of women proprietors believe it is risky to accept cashless transactions. It is, therefore, important to 
raise awareness (See Table 4.16a).

When it comes to educational quali�cations, people with postgraduate degrees realize that managing cash is tough and 
risky, hence their adoption of cashless transactions is much higher. (See Table 4.18a)

There is a need to introduce prepaid payment instruments (PPIs) for small transactions, educate people on the security 
of cashless transaction and the ability of solutions like mobile POS and web payments to reduce transaction costs. 

Perceived advantages of cashless transactions: Three advantages stand out (see Table 4.15). All three directly 
a�ect the bottom line. Two of them directly increase sales while one cuts down on costs. Cashless transactions are 
helpful in currency management, that is, time and other costs involved in counting and storing currency notes are saved. 
Retailers also feel that cashless transactions directly increase sales. This could either be because consumers do not 
stop themselves from buying or buy less because of the purse constraint (amount of cash carried by the consumer). 
This clearly means that single transactions that have the potential to be �large� are more likely to be enabled by cashless 
transactions. Our recommendation on promoting cashless, therefore, takes this into account.

Retailers see two major advantages in a cashless 
transaction�it increases sales (due to convenience) and 
decreases costs (saving on currency management).

Payment Patterns in the Retail Sector
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Payment Patterns
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37We consider the top 8 items and not 10 because (1) these items have at least 0.5% of all households incurring 
cashless expenditures in both the sectors and (2) there is a four-way tie for the 10th ranked item for rural India. 

Estimate of cashless transactions among households
Some interesting facts immediately emerge. One, there are 3.6% households at an all-India level that 
have incurred non-cash expenditure in at least one item. The corresponding numbers are 11% for urban 
India and 0.43% for rural India. Given that about 4% of the total households incur non-cash expenditure, 
it appears that the willingness or awareness of households for making non-cash payments is not 
negligible wherever it is feasible (either by choice or by design). This simply means that households are 
not averse to non-cash expenditure. However, the object of our survey was to assess how many items 
and to what extent do they incur non-cash expenditure. If anything, the above numbers suggest that if 
there is a bottleneck, the e�ort to move towards non-cash expenditure should be more pronounced to 
remove the supply side bottlenecks�that is, enabling more and more providers of goods and services 
with the appropriate incentive and infrastructure to accept non-cash payments and make more options 
available for electronic payments. 

Looking at the item-wise break up, we �nd that the top 10 items that have the highest percentage of 
households incurring non-cash expenditures are almost identical for both rural and urban areas37.  Note 
that, while there are 12 prominent items that have at least 1% or more households incurring cashless 
expenditure in urban India, the number is zero for rural India. Therefore, it is fair to infer that for rural 
India, there are hardly any consumption items that see an increasing household expenditure in the 
non-cash category. Interestingly, education expenses in rural India attract the highest percentage of 
households making non-cash payments (although the number stands at a meagre 0.097%).

Payment Patterns Among Households
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Before we analyze why certain items have higher percentage of households that incur non-cash 
expenditure than others, let us focus on the actual amounts of non-cash expenditures.  

Proportion of non-cash expenditure per item: For any given item, column 2 in Table 5.3 gives the 
percentage of households (all India) that incur non-cash expenditure while columns 3 and 4 give the 
equivalent numbers for urban and rural India. At an all-India level, 0.52% of all expenditure is in non-cash 
instruments.  The corresponding number is 1.62% for urban India and 0.05% for rural India. 
There are some interesting facts that emerge out of the numbers. One, in urban areas, almost 10 items 

Item
Percentage 

(Households) 
All India

Percentage 
(Households) 

Urban

Percentage 
(Households) 

Rural
Cereals 0.50 1.55 0.05

Milk and milk products 0.24 0.75 0.02
Edible oils 0.26 0.83 0.02

Eggs, �sh and meat 0.21 0.67 0.01
Vegetables and fruits 0.15 0.50 0 

Sugar and salt 0.21 0.68 0.01
Beverages and refreshments 0.18 0.59 0.01
Pan, tobacco and intoxicants 0.04 0.10 0.02

Processed foods 0.09 0.31 0.00
Electricity 0.71 2.30 0.02

LPG and other fuels 0.33 1.10 0.00
Entertainment and related expenses 0.34 1.12 0.01

Other consumer services (not conveyance) 0.23 0.75 0.01
Domestic servant, cook and sweeper 0.09 0.29 0.00

Barber, beautician, tailor 0.14 0.46 0.01
Telephone and mobile charges 0.57 1.85 0.02

Conveyance 0.37 1.19 0.02
Rent 0.34 1.13 0.00

Durable goods 0.49 1.57 0.03
Clothing and footwear 0.98 3.06 0.08

Education 0.70 2.11 0.10
Medical, institutional 0.43 1.34 0.04

Medical, non-institutional 0.21 0.65 0.02
Personal care, toiletries and sundry 0.42 1.32 0.03

Rail and air travel 0.27 0.81 0.04
Total 3.63 11.10 0.43

Table 5.2: Survey �nding: Percentage of households that incur non-cash expenditures

*The percentages for the top ten consumption items are boldfaced.

Among households, 0.52% of all expenditure is 
through non-cash instruments
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Item
Percentage 

(Households) 
All India

Percentage 
(Expenditure) 

Urban

Percentage 
(Expenditure) 

Rural
Cereals 0.42 1.28 0.05

Milk and Milk Products 0.17 0.54 0.01
Edible oils 0.20 0.63 0.01

Eggs, Fish and Meat 0.13 0.43 0.00
Vegetables and Fruits 0.11 0.36 0.00

Sugar and Salt 0.18 0.58 0.01
Beverages and Refreshments 0.15 0.50 0.01
Pan, Tobacco and Intoxicants 0.04 0.09 0.01

Processed Foods 0.08 0.27 0.00
Electricity 0.64 2.07 0.02

LPG and Other Fuels 0.28 0.93 0.00
Entertainment and Related Expenses 0.29 0.94 0.01

Other Consumer Services (not conveyance) 0.20 0.64 0.01
Domestic Servant, Cook and Sweeper 0.06 0.21 0.00

Barber, Beautician, Tailor 0.12 0.37 0.01
Telephone and Mobile Charges 0.50 1.63 0.02

Conveyance 0.28 0.91 0.01
Rent 0.31 1.04 0.00

Durable Goods 0.44 1.40 0.03
Clothing and Footwear 0.82 2.56 0.07

Education 0.62 1.89 0.08
Medical, Institutional 0.40 1.24 0.03

Medical, Non-institutional 0.18 0.57 0.01
Personal care, Toiletries and Sundry 0.39 1.24 0.02

Rail and Air Travel 0.24 0.72 0.03
Total 0.52 1.62 0.05

have at least 1% expenditure in non-cash while in rural India, none of the items have non-cash expenditure that is 
even 0.1% of total expenditure for that item. This means that for urban areas, while one can make larger payments 
through non-cash modes, the same may not be possible in rural areas.

The penetration of electronic payment channel seems to be only in select urban segments of utility bills, retail 
fashion, conveyance, rent and durable goods.

Table 5.3: Survey �ndings: Proportion of non-cash expenditure (by item)

*The percentages for the top ten consumption items are boldfaced.

People tend to make larger payments through non-
cash modes in urban India, but not in rural areas

Payment Patterns Among Households
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Learning curve of households to go cashless
Finally, it is important to know the learning process that is involved and the time taken for a household to 
use non-cash instruments. This can be inferred from the extent of non-cash usage by a household and 
the access to bank account for a household.

In Figure 5.1, we plot the percentage of households who use non-cash payments against the year when 
they had opened an account. The overall trend suggests that households that have held bank accounts 
for a longer duration are more likely to initiate cashless transactions. This is not surprising as familiarity 
with bank accounts and associated services are necessary in order to initiate cashless transactions. The 
obvious implication of this is that, the recent drive to open bank accounts will show results in terms of 
non-cash expenses, though with a certain lag. 

Figure 5.1: Cashless users and year of opening bank account
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Table 5.6: Survey �nding: Non-cash expenditure by cities

Item Delhi Mumbai Bengaluru Kolkata Kanpur Jaipur Surat Vizag
Cereals & cereal products, 
pulses & their products & 

spices (last 30 days)
1.15 2.35 13.51 0.88 0.60 2.18 7.13 0.05

Milk & milk products (last 30 
days)

0.65 2.33 2.13 0.86 0.29 0.87 0.75 0.04

Edible oil (last 30 days) 0.24 1.24 11.83 0.00 0.04 0.50 2.13 1.17
Egg, �sh and meat (last 30 

days)
0.00 3.29 0.79 1.52 0.00 0.71 0.00 0.16

Vegetables & fruits (last 30 
days)

0.00 4.24 0.18 0.57 0.00 1.11 1.34 0.00

Sugar & salt (last 30 days) 0.00 1.87 6.62 0.34 0.32 0.38 0.89 0.00
Beverages & refreshments (last 

30 days)
0.53 11.28 2.86 0.83 0.00 2.03 0.38 0.00

Pan, tobacco and intoxicant 
(last 30 days)

0.00 0.45 0.00 2.14 0.42 0.00 0.00 2.16

Processed food (last 30 days) 1.45 1.87 5.01 0.00 1.03 2.68 0.00 0.00
Electricity (last 30 days) 5.29 12.56 13.85 0.20 0.96 1.40 4.85 0.00

LPG and other fuels (last 30 
days)

0.39 4.59 3.31 0.63 0.00 0.28 1.96 0.00

Entertainment & related 
expenditure (last 30 days)

0.00 13.12 3.73 0.00 0.00 3.88 0.84 0.28

Other consumer services excl. 
conveyance (last 30 days)

0.27 6.97 3.91 2.84 3.86 2.19 0.00 0.00

Domestic servant/cook & 
Sweeper (last 30 days)

0.62 2.10 2.40 0.00 0.00 0.00 0.00 0.00

Barber, beautician, tailor, etc 
(last 30 days)

0.32 1.41 2.08 1.28 0.13 1.00 0.49 0.00

Telephone/mobile charges (last 
30 days)

1.87 11.52 15.01 1.25 0.98 0.26 3.21 0.27

Conveyance (last 30 days) 4.59 5.50 6.13 0.90 0.64 0.66 5.36 0.00
Rent (last 30 days) 2.52 27.46 9.24 1.13 0.00 0.00 0.00 0.00

Durable goods (last 365 days) 2.56 10.88 21.04 0.00 2.11 4.44 11.41 4.01
Clothing & footwear (last 365 

days)
4.08 4.90 15.73 2.74 1.51 3.41 7.52 2.78

Education (last 365 days) 5.42 4.35 10.92 1.62 2.18 4.40 3.54 0.96
Medical � institutional (last 365 

days)
0.13 1.91 13.57 0.85 0.00 0.75 2.28 2.12

Medical (non-institutional) (last 
365 days)

1.27 6.17 12.27 0.28 2.70 0.79 1.47 0.00

Personal care, toilet and sundry 
articles (last 365 days)

2.04 4.10 14.58 0.00 2.89 2.52 11.50 0.31

Conveyance-Air fare &Railways 
(last 365 days)

7.58 4.58 7.62 0.00 2.07 4.69 1.59 0.68

*The top 5 items that have highest proportion of cashless expenditure are bold faced.
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Government�s role in promoting 
cashless transactions
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Semi-closed pre-paid payment instruments are redeemable at a group of clearly identi�ed merchant 
locations and establishments that contract speci�cally with the issuer to accept the payment 
instruments. These instruments do not permit cash withdrawal or redemption by the holder 51. The open 
system prepaid payment instruments (through which money can be withdrawn) do not increase non-
cash payments much as ATM cards only help in withdrawing and circulating currencies. As prescribed by 
RBI, the maximum value of any pre-paid payment instrument has been �xed at INR 50,000. Once a group 
of merchants are involved in the network who would accept such pre paid instruments, these cards will 
have ready acceptability. 

Improved POS ef�ciency
As of 2009-10, there are around 19 million credit cards and 190 million debit card holders and there are 
just 11 transactions per credit card and one transaction per debit card annually. The average amount 
transacted per credit card stands at INR 337. The corresponding �gures for debit cards stand at INR 15. 
Besides, India had about 600,000 point-of-sale (POS) terminals in 2009-10 and on an average, there 
was less than one debit card transaction and only 1.3 credit card transactions per day per POS terminal. 
Thus, both from the merchants� and customers� point of view, POS terminals are highly under-utilised52.  
Among all cashless retail electronic payment systems, 27% are in ECS (electronic clearing system), 60% 
are through NEFT (National Electronics Funds Transfer), 10% are through credit cards and a mere 4% are 
through debit cards (RBI). 

Use of mobile wallet 
The technology involves the concept of a mobile wallet. Mobile wallet is a mobile-enabled 
application and payment service provider that enables its network of users/subscribers to 
make convenient payments to any designated af�liates or the mobile wallet�s appointed 
network of merchants to accept mobile wallet points as mobile based payment gateway.  

There are some existing models of cashless transactions that are practised in India with particular 
emphasis on �nancial inclusion. They are based mostly on electronic prepaid payment instruments such 
as the mobile phone technology. Given the increasing penetration of mobile phones�a tele-density of 
almost 70 (154 for urban and 33 for rural)�it is natural to base �nancial inclusion strategies on mobile 
phones53.  It is expected that given the current growth rate, by 2014, the tele-density will reach 97%. 

Roadmap 
The path to cashless has three important and basic components�mandatory, incentives and 
networks (MIN). The role of the government is prominent in all the three cases. 

Mandatory The Government can mandate certain nature of payments to be made by cashless 
instruments. These can be easily achieved for instruments that involve paying directly to the Government 
for certain goods and services (say passport fees, tax payment, payment to railways, PDS, State 
Electricity Boards or to national airlines, etc) or where the Government pays (salaries, various schemes 
like MNREGS, other cash transfer schemes, etc.). 

Incentives Given that enforcing mandatory requirements is di�cult for transactions that involve two 
private parties (say household and retailers) or third-party payment service provider, an incentive 
scheme will work better. These incentives need to be given to one party to carry the cashless 
transactions. 

50The guidelines about who can issue these instruments  and what these instruments entail can be found at 
Payment and Settlement Systems Act, Board for Regulation and Supervision of Payments and Settlement Systems 
Regulations, 2008 and the Payment and Settlement Systems Regulations, 2008 of RBI at http://www.rbi.org.in
51See Das and Aggarwal (2010) and http://www.rbi.org.in/scripts/BS_ViewBulletin.aspx?Id=12106
52http://www.trai.gov.in/WriteReadData/trai/upload/PressReleases/816/Press_release_feb%20-11.pdf




























































































