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WeChat pay and other digital payment methods may require multiple levels or
layers of identification and due diligence, and yet can still be used for fraudulent or
surveillance purposes, including by the government entity that controls the data.2
Biometric systems such as Aadhaar in India have also been subject to identity theft
(in a recent case, fingerprints were used fraudulently to activate SIM cards).3
M-Pesa has also been subject to fraud, whether because of shared use,
compromised pin codes, or money being deposited in the wrong account.4
And social interaction is always in the mix: don’t forget about the 15–year-old who
can persuade others to assist with the purchase of alcohol in the US!

4. But isn’t cash costly to transport, keep secure, and maintain? Wouldn’t
digital eliminate many of these costs?
Nobody knows the costs of digital systems. There is no data. Many consumers have
limited understanding of the full costs of payment systems, what fees are charged to
whom, and who is benefitting from the profits. There are also infrastructural costs to
digital systems, from electricity and power to the technical expertise and resources
needed to maintain, repair, and ensure connectivity. And there are huge costs involved
to guarantee the security of digital transactions, from authentication and verification to
making secure channels from the OEMs to intermediaries and the customer and back
available.
Cash is a public good. Banks and financial institutions have public charters and thus a
public obligation to maintain a zero transaction cost, par clearance means of payment.
As the European Central Bank recently reiterated in two separate opinions on
proposed cash restrictions in Portugal and Bulgaria:
“The ability to pay in cash remains particularly important for certain groups in
society that, for various legitimate reasons, prefer to use cash rather than other
payment instruments. Cash is generally also appreciated as a payment
instrument because it is, as legal tender, widely accepted, fast and facilitates
control over the payer’s spending. Moreover, it is still the only means of
payment that allows citizens to instantly settle a transaction in central bank
money at face value, without the legal possibility to impose a fee for the use of
this means of payment. Additionally, cash payments facilitate the inclusion of
the entire population in the economy by allowing it to settle any kind of financial
transaction in this way.”5
5. If we eliminated cash, wouldn’t that help with monetary policy and provide
more tools to stimulate economic growth?


Cash acts as a check on limitless/inflationary expansion of money. Even if
consumers do not regularly withdraw cash, the fact that they can and might want to
access their money in cash acts as a limit on the ability of private banks to create
money. Cash also limits the fees that banks can charge depositors for saving their
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money in the bank, and can guard against the confiscation of those savings by
banks.
Moreover, negative interest rates are not a solution. So many financial
investments, assets, pension funds and other forms of financial planning depend
upon non-negative interest rates.

6. What about financial inclusion? Why do we need cash if we include everyone
in the formal financial system and increase access to bank accounts and
other digital payment methods? Isn’t that a way to fight terrorist financing
and financial crime while also contributing to the greater social good?








People have experienced inclusion with digital finance. Some have benefitted a lot,
while others to a lesser degree. But as IMTFI’s research on mobile money shows,
digital tools do not replace cash, but merely expand people’s existing portfolios of
financial tools. Cash remains an invaluable and often irreplaceable tool in peoples’
financial as well as non-financial practices.
The same qualities that make cash available and attractive to “criminals” and
terrorists is what makes it crucial to the livelihoods of the poor. For one, it allows
people greater control over their own value. Cash is a physical object directly
exchangeable between two people. It requires little technical knowledge and is
accessible to the illiterate and innumerate, to children and the elderly, and to those
with otherwise limited financial means. It does not require electricity, Internet or
network connectivity, a formal accounting system, or a third party to settle the
transaction. Because of cash’s denominational and divisible qualities, consumers
often prefer cash for budgeting, counting, and setting physical limits on what they
can spend.
Cashless alternatives can also limit people’s control over their finances, as in the
recent case of Australia’s cashless welfare card trial.6 80% of the social benefits
were loaded on the card, which limited recipients’ ability to decide what bills they
could pay when, and where they could shop. Cheaper and even second-hand
alternatives available to them with cash were suddenly out of reach.7 Moreover,
recipients felt discriminated against and ended up worse off financially.
Formal inclusion is also not always what it seems. In India, the data shows that
while women are gaining access to bank accounts, it is often the husbands who
are using their biometric data to open the accounts.8 It is unclear how much control
women have in this case. Cash, on the other hand, has proven to be an effective
means for poor women in India to save money outside the control of husbands and
other household demands.

7. Modi’s demonetization move worked, right? Demonetizing the two largest
banknotes caught moneylenders and tax evaders while rooting black money
out of the system.


Actually, no! The India data shows there was very little effect – except negative
effects on the lives of the poor. Numerous deaths have been associated with the
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currency exchange due to physical duress of waiting in line, refusal of medical
assistance, and loss of savings, among other reasons.9 The government has not
released any official report of the total number of deaths.10 For a large majority of
the poor and illiterate in rural areas of India, cash has returned as the preferred
method of payment and the reliability as well as accessibility of a cashless digital
payment system is a long way off.11
By many accounts, about 98% of the demonetized notes ended up back at the
banks, calling into question their status as black money. However, official data from
the Reserve Bank of India (RBI) on the banknotes returned to the system has yet
to be published, and there is some skepticism about how trustworthy this data will
be when – or if – it is made available.12

8. Official reports based on law enforcement and financial intelligence show
that cash is used in terrorist financing and money laundering activities, and
exposes the EU to high risks. Don’t those risks outweigh the negative
impacts of restricting or banning cash payments?









Well, we don’t know that this is the case! We don’t even know about the licit uses
of cash or high value denomination notes, which means we can’t assess the impact
of eliminating cash!
A report just published on July 4, 2017 by the European Commission on the use
and risks of various payment methods in terrorist financing and money laundering
repeatedly states that there is no good data on legitimate cash use.13 Given this
lack of data, how can we reasonably and fairly assess the negative and adverse
impacts of cash payment restrictions or even a cash ban?
How can the proportionality and appropriateness of cash restrictions be weighed
against the potentially massive adverse impact it will have on peoples’ financial
lives, within and outside the EU?
Proposing a ban on cash based on the premise that cash bears the highest risk for
funding terrorist financing and money laundering, and yet also acknowledging the
lack of data on legitimate cash use, is a poor foundation for restricting or
eliminating cash. Moreover, this framing of the problem does not address crucial
questions that would be essential for establishing proportionality, such as:
Who stands to benefit from a cashless society? Without cash, there is a substantial
risk for payments to be monopolized by a few providers and the costs of making
payments could rise, especially for consumers and small businesses.
Digital fraud is on the rise. What measures will be taken to protect the public from
the risks posed by exposure to cybercrime, identity theft, fraud, and other forms of
crime in the digital payment system?14
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