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ABSTRACT 

Demonetization is process of stripping a currency as legal tender of money. Government announces 

demonetization when there is a requirement in the change of currency. It introduced thrice in India. 

Latest announcement was made by PM Narender Modi on 8th November 2016. The objective behind 

the move was black money, counterfeit currency, corruption, and cashless economy. Cashless 

payment system has its own advantages like it increases the transparency of the transaction, easy to 

use and available 24x7 for doing transaction. Government also encourages the general people to use 

cashless method of payment for doing transaction. Several new digital wallets had been introduced 

after demonetization; it has been observed that there was a considerable increase in cashless payment 

system post demonetization. Objectives of the research was to  study the benefits and drawbacks of 

cashless payment system and to analyze the present status of the electronic payment system during 

post demonetization period. Secondary data has been used in the study to analyze the objectives of the 

research for this purpose data has been taken from website of NPCI, journals and books. After 

analyzing the objectives it has been found that the values of electronic payment systems like NEFT, 

RTGS , IMPS,CTS,NACH, UPI, USSD, POS, PPI, MOBILE BANKING was increased year by year 

during post demonetization period. Before demonetization the usage of the electronic payment system 

like UPI, Mobile banking, IMPS, POS is quite low due to security issues and lack of knowledge  

about the same, after demonetization in the absence of cash customers  have no option left but to use 

the electronic modes for doing the transaction. That’s the beginning of the adoption of electronic 

modes for doing transactions but still people have some security issues, government should take some 

measures to remove such issues. If government initiate the  proper measures, People in future will 

fully adopt the electronic payment system. 

Keywords: cashless payment, transparency, Digital wallets, Demonetization. 

INTRODUCTION 

Demonetization in India 

Demonetization is a process of removing the currency from circulation, or withdrawal of currency as 

legal tender of money. 8th November 2016, PM Narender Modi announced the demonetization of 

currency of high denomination i.e., withdrawal of 500 notes and Rs 1000 notes as legal tender of 

money which almost implemented immediately. People didn’t got time to react. This was not the first 

the time when India announced demonetization, it occurred two times prior to 2016. Firstly, on 12th 

January 1946, at that time India banned high denomination notes of Rs1000. The motive behind the 

decision was black money and tax evasion. Secondly it was announced on 16th January 1978, the 
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decision taken under the prime minister Morarjee Desai, Rs 1,000 Rs 5,000 and Rs 10,000 notes were 

demonetized at that time. The objective behind the last demonetization in our country was black 

money, counterfeit currency, corruption, cashless economy. During demonetization it has been 

observed that the large no of people started using digital wallets and plastic money in the absence of 

cash and After demonetization there was a sharp increase in no. of online transaction. Use of plastic 

money, digital wallets and e- banking was also increased. 

Cashless economy is concerned with use of electronic method of doing transaction, a move to create 

smart money user with the help of digital wallets. Adoption of cashless methods of payment depend 

upon a no. of factors like literacy, knowledge, and awareness of online transactions and digital wallets 

among customers. other countries adapt technological advancement and are developing at as faster 

rate, that shows the need of accepting the change for growth and improved standard of living. 

Cashless methods help in achievement of advancement,cashless system is very important for 

removing the problems associated with cash-based economy like corruption, dependency on cash, 

counterfeit money, robbery etc. 

Government has taken several measures to facilitate the move to a digital economy. These were 

including: 

i) BHIM(Bharat Interface for Money) app launched by NPCI(National Payment Corporation of 

India) based on UPI(Unified Payment Interface) that enable users to make quick, simple and easy 

payments and facilitate e- banking facility directly through banks using UPI and encourage 

cashless transaction. 

ii) Aadhar Merchant Pay also launched by government. 

iii) Influence the people in regard to adoption of POS advice. 

iv) Merchant discount rate (fee) is also reduced by the government to encourage cashless trade. 

LITERATURE REVIEW 

Manpreet kaur 2017 conducted a research on “Demonetization – an impact on cashless payment 

system” stated that demonetization hits each and every sector, it alsoeffects the liquidity side of the 

economy. According to researcher demonetization is a nice move towards cashless payment system. 

After demonetization many people started using cashless payment methods like usage of debit cards, 

creditcards, e- banking and other online payment systems. Cashless payment system has several 

advantages and it becomes the need of the present society. Author further stated that people of all 

sectors completely adapt the cashless payment system in future. 

Prof. Dr. Rohan S Patel 2017 carried a research on “A way to cashless payment system in India” he 

stated in his research that in order to make India a Cashless economy RBI put a lot of efforts to 

limiting the use of cash and promote digital modes. Government also encourages customers to use the 

digital modes for payments and avoid cash for payments. After analysis he stated that government had 

taken action in the right direction and demonetization helps a lot in creating India a cashless economy. 

Durga Dwivedi, Dr K.S. Patel 2018 conducted a research on “Cashless economy: An impact of 

demonetization in India” to convey general public about awareness about new facts and knowledge 

about cashless economy. Researchers describes the positive side and negative side of cashless 

economy. Researchers concluded the study by stating that on comparing the positive and negative 

side. The strength and opportunities of cashless economy is more as compare to negative aspects, so 

definitely cashless economy is boon, but it is very difficult for the poor people like beggar, wage 

earner and illiterate people to adopt the cashless system in the absence of awareness, knowledge and 
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inability to buy and operate smartphones. cashless payment cannot be frequently adapted by the 

people as it will take time to reach to the overall population of our country. 

Nazia khan 2018 carried a research on “Importance of Cashless Banking in present economic 

scenario of Demonetization in India”stated that more than half of the population in India is engaged in 

agricultural activities and lives in villages and it is very difficult to reach technology and other 

infrastructure facility to provide e- delivery services. In 2008 RBI permit the banks to use V-set and 

other means to encourage e- banking facility in rural areas. He further stated that the main problem in 

adoption of the e-banking is security concern of the people in online transactions. 

Mrs. Suman T D,Dr A C Kiran Kumar Ms. Kavya T K Ms. Vimala 2018 “A Study on Impact of 

Demonetization on E-Banking in India”researchers analyzed the role of e – banking services in pre 

and post demonetization period. They analyzed the growth, importance and implications of e- banking 

facility after demonetization. They further stated that demonetization leads to increase in the usage of 

e- banking facility , according to the authors e- banking is not only acceptable but preferred mode of 

banking in India in coming years. 

OBJECTIVES OF THE STUDY 

i) To study the benefits and drawbacks of cashless payment system 

ii) To study the present status of electronic payment system during post demonetization period. 

 

METHODOLOGY USED 

The study is based on the Secondary data, Data is collected from internet, books , journals, 

newspapers and relevant websites in order to make study more useful. The research attempt to study 

the cashless payment system in India. 

Benefits or Advantages of Cashless Payment 

Benefits of cashless system 

1. Ease of doing transactions: Cashless payment system make it convenient for people to make 

transactions. There is no need for people to standing in the queue in ATMs. for withdrawal. It 

helps people to keep a record of every transaction. 

2. Security of transactions: Digital wallets are more secure than cash-based transactions. Online 

transactions are more transparent and secure with data authentication. 

3. Low crime rate: cashless transaction removes the problems like robbery, corruption tax evasion 

as it maintains the record of each and every transaction. 

4. Speed of transaction: Cash payment is time consuming for the customers as well as for the 

businessman. As compared cashless transaction or digital payments are very fast, and secure. 

That’s why nowadays most of the customers and every business man is preferred cashless 

payment. 

5. Maintain record of the transaction: Using digital modes like UPI for doing payments enables 

one’s to maintain record and track expenditure. This will help people to file income tax returns. 

This makes easy for the people recall their expenses. 

6. Reducing the risk of transmission of disease: There is no direct contact with other party in 

cashless transaction as payment can be done through digital wallets and plastic money, no 

physical exchange of cash takes place between people, which lowers the risk of transmission of 

disease. 
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Drawbacks of cashless system 

1. Increase in cyber-crime: The risk of hacking the of the accounts and online fraud is one of the 

biggest drawbacks of cashless payments, although government introduced two factor 

authentication process but   in the absence of addition layer of security. Transactions are more 

exposed to risk of online fraud. 

2. People with no technical knowledge: cashless payment is quite useful for techno savvy people 

but the one who don’t have any awareness or knowledge regarding digital payment system find it 

difficult to use. 

3. Risk of overspending: Cashless method enable customers to make payment anytime, anywhere 

without any limitation of time as this facility available 24x7. Using actual cash is made a person 

realize the pain of losing money but through online modes customers doesn’t realize the pain and 

find it difficult to control their expenses, resulting in overspending. 

  



Ms. Divya Verma, Dr.  Deepak Sahni 

 

 

6275 
 

TABLE :1.1Electronic Payment System Representative Data 

 

Source: NPCI 
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TABLE 1.2 YEAR WISE ELECTRONIC PAYMENT 

Electronic payment system 2016(in Rs billion) 

 

2017(in Rs billion) 

 

2018(till February) 

(in Rs billion) 

 

RTGS 1,62,575.7 11,16,611.2 1,99,254 

NEFT 20,345.4 1,57,997.3 30,218 

CTS 12,231.1 79,197.9 13,246.2 

IMPS 756.7 7,660.3 1764.8 

NACH 351.2 8,760.1 1,578.6 

UPI 7.9 566.0 346.4 

USSD 1,11,021 38,14,093.6 5,60,280 

POS 874.6 5,556.5 987.8 

PPI 34.5 312.5 74.8 

MOBLIE BANKING 2610.8 14,868.0 1,873.7 

TOTAL 3,10,808.90 52,05,623.40 8,09,624. 

Data Source: NPCI 

TABLE 1.3 GRAPHICAL REPRESENTATION OF ELECTRONIC PAYMENT SYSTEM 

 

Data Source: NPCI 

1. Above chart shows that the value of electronic payment system is increasing year by year. 

2. The net value of various electronic payment modesi.e.,RTGS, NEFT, CTS, IMPS,NACH,UPI, 

USSD, POS, PPI, MOBILE BANKING in 2016 is Rs 3,10,808.90 billion. this figure is 

representing the value of electronic payment system in post demonetization period(November- 

December 2016). 

3. In 2016 the value of UPI transactions is quite less i.e., Rs 7.9 billion only, this value is increased 

in 2017 by Rs 566 billion, On 28th February 2018 the value of UPI transaction is Rs 346 billion 

in two months only. we can say that more and more customer of banks adopted the UPI mode 

after 2016 for doing transaction. 
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4. The net value of electronic payment system in December 2017 is Rs 52,05,623.40 billion as 

many people start using the electronic modes of payment after demonetization, this trend 

continues next year also. 

5. The net value of electronic payment system on 28thFebruary 2018 is Rs 8,09,624billion, in just 

two months. Chart shows the increasing trend of the electronic payment modes in post 

demonetization period, this indicates that more people began to use the electronic payments 

modes for payment after demonetization. 

CONCLUSION 

Demonetization positively impacted the electronic payment system. Electronic modes are not new, 

but it gained momentum after demonetization although customers are aware about the  RTGS, NEFT, 

debit cards, credit cards but the value of these transactions increased year by year after 

demonetization. Prior to demonetization the usage of electronic modes like UPI, Mobile Banking and 

POS, IMPS is very low as many people are not aware, proper knowledge was not there, customers 

also having security issues in these transactions. After demonetization the value of these transactions 

increased as customers don’t have any option in the absence of cash so they have to adopt electronic 

modes for payments. People are now very much aware about the electronic modes and have 

knowledge of the same. But some people still have their security issues in these transactions. 

government should initiate the measures to resolve the issues and control cybercrime, spread 

awareness and provide knowledge about electronic modes among rural people. So that in future 

people can fully adopt the electronic modes for payment and helps in creating cashless economy. 
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