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Is demonetisation paving 
way for cashless future� 

KAMRAN SIDDI I mistic because we now have the ca
pabilities, through technology, in 
place in-ma.rket to O\'ercome some of 
these challenges through mobile 
phones. We have heard a lot about 
how mobile will cure all ills on the 
planet - when it comes to financial 
inclusion, I finnly believe that mobile 
technology offers the best opportll· 
nity to bring more people into the 
cashless economy. However, it in
volves more than the phone. It re
quires a regulatory environment to 
encourage the shift to mobile pay· 
men ts; it involves enhanced security, 
consumer education and for SME 
merchants to W1derstand the benefits 
of electr0nic payments over cash. 

OPINION 

N 
BWS FROM India 
often has shock 
value. The world' 
largest democracy 
has the capacity 
for bold policies, 

with the recent decision to demon
etise being no exception. For back
ground, the Indian government 
decided to remove SOOrupee ($7 .5) 
and l,OOOrupee ($15) notes from 
the eco.nomy in an effon to combat 
counterfeiting and corruption. This 
has led to the removal of around 8 5 
per cent of the country's currency 
in value (about $207 billion) from 
circulation and created a cash scar
city overnight. 

The impact has been huge. Peo
ple's spending and saving behav· 
iour were changed in an instant, 
from paying for a tuktuk ride to 

work or a glass of tea to buyingjew
ellery or property. India is hugely 
reliant on cash, and around one
fifih of the world's unbanked popu· 
lation live there, and so removing 
85 per cent of the cash in the sys
tem is incredible. 

In the aftermath ofa decision that 
is still reverberating today, banks are 
struggling to supply sufficient new 
currency notes to exchange for the 
old, or provide an adequate supply 
of the lower denominations. So, with 
a single pen stroke, the Indian gov
ernment has achieved more towards 
creating the conditions for a cash
less economy than it perhaps has in 
the past SO years. Bold does not 
even begin to describe this. 

And while this may create some 
short-term inconvenience for many, 
we have to reaJise that this is part of 

a wider trend, a global shift away 
from one payment tedtnology that 
is more than a thousand years old 
(cash) towards another that is more 
representative of our current, tech· 
nology drivcn-furure. 

The problem is that ifwc cut the 
supply of cash, what takes its place? 
The answer isn't obvious; some re· 
ports from India arc that people 
have gone back to a time before 
cash, using the barter system. Oth
ers are moving t.o cheques or direct. 
bank transfers, which is hardly a 
convenient alternative ro cash, es
pecially if you don't hove a bank ac
count. And while in 2015 the Re· 
serve Bank of India - the central 
bank - approved small bank fi
nance licences for finns t·o serve 
rural areas, this is reaUy a band-aid 
solution: there isn't enough cover
age for India's vast· population 
and geography. 

This gets to the heart of the prob
lem. We - and I ,nean the broader 
financial services industry of banks, 
merchants, regulator and fintech 
companies - have not cracked the 
problem of how to make digital pay
ments accessible to everyone ev
erywhere to fill the void cash leaves 
behind. However, I am hugely opti-

Looking at Kenya as an example, 
we can see a model that Indio and 
other countries might follow, where 
vinually everyone has access 10 ev
eryday cashless payments via a mo
bile device. And this isn't just for 
people with bank accounts, but ev
eryone from a taxi drive.r, a garden 
labourer, a chauffeur, a street food 
vendor, a security guard - every
one everywhere can all make and 
receive c:ashlcss payments via a 
mobile. This can be the reality in 
India and everywhere else, but it 
takes bold moves from regulators 
(in Kenya the regulator has been 
very active in promoting cashless 
payments), as well as the industry 
to make this happen. Visa recently 
launched a technology that uses ei-
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the:r 0i feature phone or a smart
phone and a ,imp le QR code unique 
toa merchant which can be scanned 
via a banking app or a prepaid wal· 
let (for those with no bank account) 
in both Kenya and India and it is 
these types of technology that are 
now stepping into the gap cash is 
leaving behind. 

Governments around t.he world 
are watching plac.es like India and 
Kenya do ely to see what happens. 
The financial services industry has 
to ensure that it is ready with reli
able, afe and convenient alterna
tives for cash so that people can 
switch quickly to digital forms of 
payment, or lhe best intentions of 
the governments and the seeds for 
finand31 inclusion will fall on fallow 
ground. India is showing us the way 
- we must be ready or we will miss 
the best opponunity we have had to 
embrace the cashless future. 

Tlze writer is group extcutive ofVisa 
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