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India a Cashless Economy : Dream or Reality  

emonetization policy of November, 2016 was one of the most debated and controversial 

move by the Central government in the history of an Indian Economy. The demonetization 

policy is being seen as a financial reform in the country but this decision is fraught with its 

own merits and demerits. The Main purpose of the government for introducing this policy was to 

eliminate black money from the market, reducing corruption and terror funding. It is pertinent to 

note that India is primarily a cash transaction-based economy and hence, removing 86% of the 

money in circulation was indeed a “brave” move since there are reports that large Sections of the 

informal economy have come to a grinding halt. 

Let’s first look at some statistics Pre-Demonetisation and post- Demonetisation. The statistics show 

that the Digital Transactions have sharply shot up but have they really increased when we talk in 

terms of our Nation’s Population? Absolutely Not, Cash is simply “ruling” our lives! 

 

This article will entail the government’s attempts and measures for restricting the cash transactions 

in order to make the India a Cashless and Digital Economy. 

The Indian government in the Finance Act, 2017 and Budget 2018 has put forth various 

amendments in the Income Tax Act, 1961 to achieve the goal of making India a Cashless economy 
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which was one of the important objectives of this demonetization drive. Here is the list of some of 

the measures undertaken- 

���� Insertion of new Section 269ST in the Finance Act, 2017- In many of the measures taken by 

government there was a restriction on spending, however insertion of the said provision 

restricts acceptance of any specified sum by a person. It provides that no person shall accept 

amount of INR 2,00,000 or more in aggregate from any person in a single day, in respect of 

single transaction or transactions relating to one event. Transactions referred to in Section 

269SS shall be excluded from the scope of Section 269ST. Further, the penalty under Section 

271DA shall be levied for the contravention of the above provisions which shall be equal to the 

amount of such receipt. 

 

���� Promoting Digital Payments in case of small unorganised businesses- With a view to 

digitalise India, there was a need to take prominent steps to change the pattern of acceptance of 

cash from business operations. Assesses opting for presumptive income scheme under Section 

44AD and accepting payments by any mode other than cash shall be liable to pay tax at the 

deemed rate of 6% of gross receipts instead of 8%. For payments received in cash it shall 

continue to be at 8% of Gross receipts. This will boost taxpayers to shift the mode of 

acceptance and go digital.  

 

 

���� Reduction of limit under Section 40A- The payments made in cash to a person in a single 

day in excess of INR 10,000 is not tax deductible. Earlier this limit was of INR 20,000 which 

has now been reduced to INR 10,000. 

 

���� Restricting Cash Donations- It was provided in Finance Act, 2017 to amend Section 80G to 

provide that no deduction shall be allowed for any sum exceeding INR 2,000 unless such sum 

is paid by any mode other than cash. This shall take effect from 1st April, 2018 and apply with 

effect from AY 2018-19 and subsequent years. This in turn is discouraging the donations made 

in cash and maintains accountability.  

 

���� Disallowance of depreciation under Section 32- The government in order to reduce the 

spending of cash for purchase of fixed assets introduced the provisions to deny the 

depreciation, if Capital Expenditure is incurred in cash. It is proposed to exclude the amount of 

capital expenditure incurred in cash exceeding INR 10,000 for the determination of Actual cost 

of an asset. Consequently, the benefit of depreciation u/s 32 shall not be available. 

 

���� Capital Expenditure in case of Specified Business under Section 35AD - In order to 

promote the growth and development of certain sectors government had inserted luring 

provisions granting deduction of capital expenditure incurred for set up of specified business. 
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However, deduction of capital expenditure shall not be allowed in case of specified business 

where the payment in cash exceeds INR 10,000. 

 

���� Insertion of additional condition for availing the benefit in case of Political Parties- For 

availing the benefit of Section 13A the additional condition had been inserted in the Union 

Budget 2017 that political parties registered with the Election Commission of India shall not be 

allowed to obtain the donation exceeding INR 2,000 or more from any person. 

 

���� Disallowance of expenses incurred towards the objects of the trust/ non-profit 

organization- Till now, so far as the expenses are incurred towards the objects of the trust are 

concerned such amount was allowed as deduction even if it was incurred in cash. However, the 

Union Budget, 2018 proposes to disallow the expenditure made in cash exceeding INR 10,000 

even though such amount is applied towards the objects of the trust/ Non-Profit Organization. 

 

���� Incentives given by Government for Going Cashless– 

� Announcing monthly jackpots for people using cashless transactions. 

� Encouraging use of Point-of-sales (POS) machines and mobile wallets like BHIM (Bharat 

Interface for money) App, Aadhaar Pay, Tezz App, Paytm App, MobiKwik by businesses 

and individuals. 

� Providing Cash backs ranging from 0.25% to 0.75% on various transactions like payment 

for fuel, Government utility bills, Stamp Papers, Property Registrations etc. 

 

Conclusion- 

All the measures undertaken by the government has lead to rise in use of digital mode for 

payments, however going cashless still seems a distant dream as the pace at which it is 

increasing is not up to the mark. The primary reasons for this could be Poor Literacy Rate, 

Lack of Infrastructure Facilities like Internet in rural areas and Semi –urban Areas and lack of 

public-awareness. As a matter of fact there’s still a long way to go for achievement of 

government’s idealistic goal of going cashless. However, with our country having large no. of 

population belonging to the age group of 15- 44 the dream can soon turn into reality.  

 


