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Abstract

Overall there is colossal enthusiasm among strategy creators, academicians and business undertakings
to investigate the chance of moving towards a credit only economy. Nonetheless, money actually keeps
on outstanding the transcendent type of exchange. In Europe, it represented 78% of Euro 388 billion
retail installments in 2008, or almost Euro 301 billion exchanges. In 2008, the all out expense of
circulating, overseeing, dealing with, preparing and reusing of money and that of tolerating money
installments was Euro 84 billion or, 0.60% of Europe's GDP. Despite the fact that it is normal that there
will be a huge increment in the utilization of credit only installments and an overall decrease in the
quantity of money installments in Europe by 2014, money will even now remain the landmass'
fundamental retail installment mode. These European figures are critical. Somewhere in the range of
2000 and 2008, such installments developed by 160% or at an exacerbated yearly development rate
(CAGR) of 6.2%. In examination, for a similar period, retail credit only installments in the USA
expanded at a CAGR of 4.5% to USD102 billion. Be that as it may, the degree to which economies
have moved towards credit only relies vitally upon the requirement for it.
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Introduction

The expense of keeping up cash in India is huge. As indicated by the Reserve Bank of India,
the temporary assessments of the measure of money available for use (as of June 2010)
remains at INR 8,64,333 Crores out of which just 5% of the cash is with the bank, inferring
that nearly the whole volume of cash is executed each day. Over the period April 2006-June
2010, cash has indicated a yearly development pace of 17%. It is assessed that, for 2009-10,
RBI brought about a yearly expense of INR 2,800 Crores to simply print the cash notes. This
is 0.4% of the absolute money available for use. This expense does exclude the expense of
capacity, transportation, security, location of fakes and so on. To the printing cost, if we
somehow happened to include the expense of capacity and keeping up these monetary
standards through ATMs alone, the expense of printing and dispersing money comprises
about 0.2% of India's GDP. Given the development rate in the volume of money, the expense
of printing and dispensing will before long get gigantic. Notwithstanding this, a moderate
development of credit only exchanges by 5% a year will spare more than Rs 500 Crores
yearly. Subsequently, there is an immediate advantage (regarding cost reserve funds) of
moving towards credit only exchanges in India. In any case, it is the roundabout advantages
that are maybe substantially more significant for India, particularly given its target of
comprehensive development.

Indirect Benefits

There are three distinct yet important indirect benefits from promoting cashless transactions

in India. These are:

a. It will promote financial inclusion;

b. It will keep records of financial transactions; and

c. It will lower transaction costs involving any two parties engaged in a financial
transaction.

While the last observation is in general true for any economy, the first two are particularly
relevant for India.
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Gangopadhyay (2009) Bl shows that the greater part the
Indian populace isn't monetarily included. By and large 525
of the family units have a ledger, thee important rates are
67% in metropolitan regions and 40% in country zones.
There are about 6.3 bank offices for each 100,000
individuals in India, under 3 branches for every 100 square
kilometers. For rustic India, the numbers are 3.5 branches
per 100,000 individuals and under 1 branch for every 100
square kilometers. Specifically, 45 percent of the provincial,
28 percent of the metropolitan and 38 percent of all families
in India, concede that entrance and accessibility are the
principle factors deciding their decision of a specific bank.
While it is vital for money related incorporation that each
family ought to approach bank, simple physical admittance
to a bank is, obviously, not adequate. This is especially
significant given that over 90% of the workforce in India is
in the disorderly segment, and truly getting to banks would
mean tremendous open door costs for them (estimated
regarding every day income). A credit only installment
framework will lessen this expense hugely. An empowering
framework that advances credit only exchanges would,
subsequently, be the regular augmentation of the current
strategies coordinated towards money related consideration.
According to Reserve Bank of India (provisional estimates),
the amount of currency in circulation (as of April 2011)
stands at INR 9,70,309 Crores out of which only 5% of the
currency is with the bank, implying that almost the entire
volume of currency is transacted every day (see table 2.1).
This is a growth of 50% in little over two years! Naturally,
this implies a huge cost of printing and maintaining paper
currency. How well is the banking infrastructure equipped
to go cashless? What are the instruments that have potential
for highest growth among all electronic payment systems?
What are the cities that need targeting on a priority basis?
These are some of the questions we answer in this section.
The banking sector in India has 171 banks (as reported by
RBI in 2009). Out of these 166 are scheduled commercial
banks while 5 are non-scheduled commercial banks.

Where does the banking system stand as far as cashless
transactions go? In tables 2.2 -2.4 we present the total
volume of electronic payment systems (EPS). The
instruments considered under EPS are ECS (electronic
clearing systems), NEFT (electronic fund transfer systems)
and credit and debit cards. Note that credit and debit cards
still make up the bulk with 55% of total EPS transactions.
The amount (in Rupees) of EPS has increased 25 times in
the eight years (2003-04 to 2010-11). This is a fantastic
growth. However it is not uniform across all the
instruments. While ECS (debit) has grown more than 30
times and NEFT by more than 50 times, Credit Card and
Debit Card growths 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. In table 2.4, we present
the average amount per transaction. The current average
amount per electronic transaction is Rs 14,403. NEFT (an
interbank transfer instrument) has the highest average
amount per transaction and is close to Rs 71,000. The
average amount per transaction for credit and debit cards
stands at Rs 2848 and Rs 1632 respectively. Clearly the
above numbers suggest that households are not averse to
EPS if it involves interbank transactions but are reasonably
averse to using debit and credit cards. The possible factors
that explain such low usage of these cards are-higher
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transaction costs, lower transaction amounts, and transaction
security.

Conclusion

These are the components that were exposed in our family
overview. The development figures for credit and check
cards are especially troubling. The development rates have
been amazingly humble whether we think about the quantity
of exchanges or the measure of exchanges. What is
specifically noteworthy is the way that sum per exchange
has additionally developed amazingly gradually for credit
and charge cards. Accordingly, if the current pattern
proceeds, a simple push for expanding the quantity of cards
won't ensure a considerable development in either, various
exchanges (b) measure of exchanges.
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