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Letter from the Director 
 
Dear delegates, 
 
My name is Neel Lahiri and I have the pleasure of serving as the Director of the International 
Monetary Fund at the fourteenth session of Canadian High School Model United Nations. I 
am currently a Grade 12 student at J.N. Burnett Secondary School in Richmond and I have 
been a passionate Model United Nations participant since Grade 9. 
 
Life-changing moments are few and far between, which is precisely why they are so formative. 
I had such a moment when I first came the book Freakonomics, written by Steven D. Levitt 
and Stephen J. Dubner. Through the lens of economic thought, the authors discussed topics 
ranging from sumo wrestling to crime rates, exploring new perspectives on apparently 
random social phenomena. The ideas put forth in the book not only challenged my 
preconceptions but inspired me to look beyond the surface for “the hidden side of 
everything.” Hence began my obsession with the field of economics. 
 
The common description of economics – the study of the scarcity of resources – can be 
supremely misleading, for it fails to betray the versatility and wide-ranging nature of the 
discipline. In truth, economics is less a topic than a mindset - a different way of perceiving the 
world as it is. It is exciting, invigorating, and downright gratifying to come across seemingly 
counterintuitive answers to big questions grounded in pure logic and statistical analysis.  
 
I look forward to high-quality discourse, the likes of which I have come to expect from the 
gifted delegates gracing MUN conferences. The challenge put forth in the committee sessions 
is considerable and can teach delegates valuable lessons pertaining to the importance of 
diplomacy and compromise. I implore you to challenge yourself – to push beyond the 
constrictions of your comfort zone – in order to truly get the most out of the MUN 
experience. 
 
Feel free to contact me via email if you have any questions or concerns. As IMF is an advanced 
committee, all delegates will be required to write a position paper prior to the conference.  
 
Regards, 
 
Neel Lahiri 
Director of IMF—CAHSMUN 2018   



CAHSMUN 2018 IMF Backgrounder B 2 

Committee Description 
 
The world forever changed in July of 1944. At Bretton Woods, in the American state of New 
Hampshire, a number of visionaries proposed the formation of the International Monetary 
Fund (IMF) to preserve and protect monetary stability throughout the world order. Created in 
December 1945, the IMF has three primary functions in maintaining monetary responsibility 
at the global scale: surveillance, lending, and capacity development. The surveillance aspect 
comes in monitoring the economic policies of the Fund’s 189 member nations and advising 
countries on policy changes in the face of financial catastrophes. The IMF also assists states 
facing extreme financial situations through the distribution of low-interest loans, which 
provide a foundation for revived economic growth. The area of capacity development deals 
with the development of financial infrastructure and human capital in countries with 
primitive institutional frameworks, setting up the groundwork for accelerated economic 
growth moving forward.1 
 
Another international financial body, the World Bank, was created at the Bretton Woods 
meetings and has come to be known as the sister organization of the IMF. Though their 
charters are relatively similar, the primary goals of the two institutions differ marginally. 
Whereas the IMF has a much stronger focus on the management of international financial 
markets, the World Bank has more focus on international economic development. The IMF 
can best be considered a body with more short-term goals, such as maintaining the stability of 
exchange rates worldwide, while the World Bank is regarded as one with long-term goals, 
such as the improvement of institutional infrastructure in developing nations around the 
globe.2 
 
While the specific actions of the IMF have varied over time, one aspect of the organization has 
changed little – its importance to the preservation of the global financial order. Many even 
credit the IMF, along with the World Bank, with preventing the Great Recession of 2008-2010 
from devolving into a complete international depression. Currently, the main challenges 
facing the Fund have to do with the technological age and its effect on the monetary system. 
The increased reliance on the Internet and technology for much of the world’s economic 
activity simultaneously increases the efficiency of transactions and increases the risk of a 
global disappearance of wealth. The IMF’s chief responsibility in the digital age involves 
maintaining stability of world markets in this time of rapid, destabilizing innovation. 

 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
1 http://www.imf.org/en/About 
2 https://www.imf.org/external/pubs/ft/exrp/differ/differ.htm 
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Topic B: Transitioning to a Cashless Economy  
 
Overview 
 
Money has been at the crux of societal progress since its origins. Without widely accepted 
mediums of exchange to allow for the occurrence of trade, the world’s many civilizations 
would not be nearly as advanced in terms of capabilities and prosperity as they are in modern 
times. One characteristic of money, however, has been continuously taken for granted: that it 
always maintains some physical state. The sudden and rapid advances in financial technology 
over the course of the past decades has begun to challenge this notion, for the first time 
presenting a potential future in which money no longer has a physical form, wherein the 
entirety of the world’s wealth is registered purely as digits upon screens around the globe. 
 
Many economists and public policy experts around the world embrace the occurrence of such 
a shift, operating under the belief that cash is yet another impediment to a smoothly 
functioning financial system.3 Just as cash came into place to replace the immense costs of 
exchanging goods and services for other required goods and services (as in the barter system 
that existed prior to the advent of money), purely electronic payment methods can now come 
into place to replace the now unnecessary physical costs of carrying cash. Furthermore, cash 
in itself is notorious for its prevalent use in criminal activities due to the anonymity its use 
grants. Eliminating this anonymity would prove to be an immense blow to criminals who rely 
on this monetary form to engage in their illicit activities. 
 
Transitioning to a wholly cashless, digital economy would not come without its drawbacks. 
Those who criticize the elimination of all physical currencies raise concerns about the 
disappearance of privacy from one’s financial life, something that is unwelcomed by many. 
Furthermore, worries persist about the potential for the exacerbation of both international 
and intranational inequalities. A fully cashless society would require every person who wishes 
to be involved in the financial system be electronically connected – a reality that has yet to be 
achieved in many parts of the developing world. There is, thus, a strong and stark possibility 
that many of the world’s impoverished would be excluded from the global financial system 
without proper management of the transitional phase by national governments and 
international bodies.4 
 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
3 https://www.economist.com/news/finance-and-economics/21704807-some-europeans-are-more-attached-notes-
and-coins-others-emptying-tills 
4 https://www.economist.com/blogs/economist-explains/2016/08/economist-explains-11 
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Given the instrumental nature of the International Monetary Fund (IMF) in the maintenance 
of order in the global financial system, this body will play a crucial role in any shift towards a 
cashless society. The chief issues at hand are dual - whether a full transition to cashless should 
occur anytime in the near or far future; and, if such a development is agreed upon, making it 
as smooth as possible, so as to maintain the inclusiveness of international finance as it 
currently stands. 
 

Timeline 
 
9,000 BC and earlier – Barter systems prevail as the sole method of transaction amongst the 
world’s civilizations, wherein individuals provided one another goods and services in 

exchange for other goods and services.5 
 
9,000-6,000 BC – Livestock (such as cows, oxen, sheep, and camels) begin to be domesticated 
giving rise to their use as the first main form of currency. The domestication of animals, in 
turn, gives rise to the cultivation of crops, allowing for plants and grains to be used as another 

form of currency.6 
 
1200 BC – Cowries, as in mollusk shells found in the shallows of the Pacific and Indian 
Oceans, are used for the first time as currency in China. 
 
1000-500 BC – Chinese blacksmiths utilize metals to produce imitation cowries, making the 
first main use of metal as currency. Metal agricultural objects, such as spades and knives, also 
begin to be used as mediums of exchange. 
 
640-630 BC – The kingdom of Lydia, in modern-day Turkey, is responsible for the first 
production of metal coins as currency using electrum (a natural alloy of gold and silver). This 
coinage also becomes the first issuance of currency by decree of the state 
 
118 BC – China begins to use leather strips as a form of currency, with shapes and sizes 
resembling paper money used in the modern day. 
 
806-821 – Paper currency is developed in China due to severe shortage of copper, the main 
metal used in coins at the time. 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
5 http://projects.exeter.ac.uk/RDavies/arian/amser/chrono1.html 
6 http://www.pbs.org/wgbh/nova/ancient/history-money.html 



CAHSMUN 2018 IMF Backgrounder B 5 

 
1944 – The Bretton Woods meetings take place, culminating in the foundation of the 
International Monetary Fund and the World Bank. 
 
1946 – The first known bank card is issued in the Brooklyn neighborhood of New York City. 
It resembles the modern debit card, in that it directly removes value from the cardholder’s 
account when a transaction occurs. 
 
1959 – A new type of card begins to be issued by financial institutions, which allows 
cardholders to make purchases on credit, and repay the balance at the end of an agreed term – 
setting the foundation for the phenomenon of the credit card. 
 
1980-1989 – Visa and Mastercard become recognized as providers of credit in most of the 
world’s nations, helping to create unprecedented interconnectivity in international finance. 
 
1988 – The PIN security system is introduced for debit and credit cards and comes to be the 
most trusted form of security for these financial tools. 
 
1998 – PayPal (originally in the form of Confinity) is founded in Silicon Valley. Its success 
represents a broader shift away from physical methods of payments towards electronic ones. 
 
2010 – Sweden, noted as one of the first nations in the world to begin moving to an entirely 
cashless society, has decreased the circulation of its currency. The trend continues into 2016 
when the cash flow drops by 15% from the previous year. 
 
2016 – The Indian government takes a step towards a cashless economy by declaring 
overnight that 86% of the paper currency in circulation is illegal. The move causes mass 
disruptions and is heavily criticized by economists and public intellectuals as misguided 
policy. 
 

Historical Analysis 
 
Money, though varying in form, has been ingrained in the foundations of the world’s 
civilizations since its beginnings around 9,000 BC, when cows and other livestock were first 
domesticated in the Middle East. This process gave rise to the cultivation of crops, and the 
beginnings of a transition from hunter-gatherer to agrarian societies. The growth and 
development of civilizations that followed this discovery was not a mere function of the 



CAHSMUN 2018 IMF Backgrounder B 6 

enhanced ability to produce food. Indeed, most historians argue that equally as important as 
the development of agriculture was humankind's subsequent use of their crops and livestock 
as a form of currency – the first known utilization of a medium of exchange, as opposed to a 
barter system. 
 
Further human and societal growth gave rise to a more formal financial system. 
Mesopotamian civilization was the first to develop a system of writing, thereby allowing for 
the birth of history’s first banks. Taking the form of temples and palaces, these were places 
where citizens had the opportunity to store their valuables, such as the aforementioned cattle 
and crops along with precious metals and agricultural materials. Around 1200 BC came the 
first use of cowries, which are small mollusk shells found along the shorelines of the Pacific 
and Indian Oceans, as currency in China; they would go on to become the longest-used 
currency in human history.7 Soon, Chinese blacksmiths begin to create bargaining chips using 
various metals, signifying the first use of metallic objects as currency. When copper, a 
commonly used metal for coinage, became scarce, China became the first state to issue paper 
currency. These small objects allowed for the augmentation of efficiency once more, 
eliminating the physical burden imposed by the use of cattle and crops as currency. 
 
With further societal progress, humankind continued to discover and utilize more efficient 
methods of payment. The next step forward took place over the course of the first millennium 
when cheques became ubiquitous in the eastern Mediterranean.8 Rather than having to 
remove one’s cash and coins from a bank, only for the individual to whom the money was 
going to return it to a bank, merchants simply wrote down the amount they owed one another 
and had banks fulfill the payment, crediting and debiting the respective businessmen’s 
accounts. This mode of payment spread swiftly after the Crusades, during which the 
Christians from Western Europe discovered this ingenious form of monetary transfer in the 
Muslim world. 
 
As technology began to progress further, even more efficient modes of payment began to be 
used across the world’s financial markets. In the mid-20th century, a banker by the name of 
John Biggins created the first known bank card which he called the “Charg-It.” 9 Instead of 
lugging around bills and coins at all times in order to pay, and instead of writing out a cheque 
that was sure to incur additional processing fees at the bank, consumers could now pay with a 
small plastic card. Merchants would take an imprint of the card and then carry the slips to the 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
7 http://www.nbbmuseum.be/en/2007/01/cowry-shells.htm 
8 https://www.frbatlanta.org/-/media/documents/research/publications/economic-
review/2008/vol93no4_quinn_roberds.pdf 
9 http://www.mastercard.com/us/company/en/docs/history%20of%20payments.pdf 
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bank at which point the bank would transfer the money between the necessary accounts. This 
was followed by Diner’s Club and the invention of the credit card, which allowed consumers 
to make purchases that could be paid off at a later date, rather than relying only on what one 
had in their bank account.10 
 
By the end of the 20th century, the nature of money had once more altered drastically, this 
time as a result of the world’s digital revolution. With the invention of the Internet and the 
World Wide Web came the emergence of a new reality: much of the world’s money was no 
longer physically held, but, instead in the form of numbers upon a screen. In developed 
countries, physical exchanges of bills and coins for goods and services became the exception 
rather than the rule, with most transactions taking place electronically. PayPal, an online 
payment facilitator, emerged in the late 1990s and became an instant virtual success. For the 
first time, a future in which no physical form of money existed became imaginable. Regulators 
and public policy analysts around the globe were presented with a simple question: should the 
world shift to an electronic and digital economy where cash no longer exists? 
 

Current Situation 
 
Most individuals, when asked to consider the concept of money, are likely to have their mind 
veer immediately towards a single image: that of a green piece of paper adorned with various 
images and numerals – the universal symbol of wealth and prosperity. If one is from the 
United States, they may picture the benevolent smile of the nation’s first president, George 
Washington, who sits upon the $1 bill, or perhaps the stern paternal gaze of Benjamin 
Franklin, who sits upon the $100. If one is from Canada, they may picture Queen Elizabeth II 
of England, Sir John A. MacDonald, or a host of other important historical figures from the 
nation’s past. In any case, what prevails globally is a physical depiction of money – a picture of 
cash and coins. 
 
Yet with the rate and magnitude of technological change that has occurred over the past 
decades, this image may not prevail for a great deal longer. Soon, it may be that most around 
the globe would instead picture money as nothing more than digits across a screen, or perhaps 
as small plastic cards carried around in one’s wallet. This is due to a broad trend that has 
begun to sweep the world’s financial system: the abandonment of physical forms of currency 
such as coins and bills in favor of electronic modes of payment – that is, going cashless. 
 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
10 http://time.com/4512375/first-credit-card/ 
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Physical currency initially became widely used because it made the process of engaging in 
trade much more straightforward. Efficiency was promoted when, instead of bartering goods 
and services for other goods and services, one had the capability to sell something to one 
party, then use what they earned to purchase something from another party. Each new 
iteration of cash over the course of history became ubiquitous if and only if it was able to 
simplify the transaction process further. Cowries began to be used far more than the original 
cattle and agricultural equipment because they were easier to transport, and thus served their 
purpose as a medium of exchange in a far better way than the latter. Paper and metal currency 
replaced cowries for the same reason. The newest realization of this historical trend has been 
the widespread acceptance of card-based transactions, which utilize modern technology to 
exchange wealth in a more efficient manner than exchanging physical currency can. Rather 
than fumbling for bills and coins when attempting to make a purchase, one can simply swipe a 
piece of plastic and type a code, unquestionably expediting the entire process. Thus, for the 
same reason cash once became widely used, it is becoming antiquated, even obsolete. 
 
On top of the added efficiency brought about by a shift towards a cashless society, advocates 
cite numerous other potential benefits. One example is the heightened security brought to 
both businesses and consumers. Without any cash held on site, the incentive for criminals to 
rob a shop is greatly decreased. Similarly, the potential for muggings declines precipitously 
when tourists and pedestrians do not carry copious quantities of cash around with them. 
Some studies estimate that shifts to cashless methods of transaction can reduce crime rates by 
approximately 10%.11 Another somewhat less obvious advantage of such a change is added 
hygiene in everyday life. Bills that are exchanged amongst and throughout societies 
accumulate massive amounts of bacteria as time progresses – by some estimates, the average 
bill contains 3000 different bacterial species.12 This may have the effect of reducing disease 
and, as a result, national health care costs. Even the issue of illegal immigration, a topic of 
immense interest to the public, with the US elections and the European migration crisis, could 
be partially resolved in a cashless world. Employers would no longer have the capability to 
hire cheap labor surreptitiously, for all of the wages they pay would have to be through 
electronic sources. Thus, the economic incentives to immigrate illegally would be diminished, 
likely tamping down upon current trends. 
 
Some economists, including one of the most prominent champions of a shift towards a wholly 
cashless society Harvard professor Kenneth S. Rogoff, argue that eliminating physical 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
11 https://www.economist.com/news/finance-and-economics/21600149-cashless-economy-leads-safer-society-less-
coin-purloin 
12 http://www.businessinsider.com/cashless-society-health-effects-2016-10 
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currency can improve the efficacy of monetary policy and allow governments to more 
effectively stabilize the economy during times of recession. The typical response to an 
economic downturn is for central banks to cut interest rates, which essentially represents the 
cost of borrowing money to make investments. When the cost of borrowing decreases, 
businesses are more inclined to make investments, which leads to job creation and, 
consequently, stimulation of the sluggish economy. In the world of physical currency, interest 
rates can only fall as low as zero because rates below that would prompt people to withdraw 
most of their money and hold it in cash (at an interest rate of zero). However, in a cashless 
society, this option would be removed, allowing central banks to cut interest rates below zero. 
Rogoff, along with many other renowned economists, believes that this would be hugely 
advantageous to the long-term health of the world economy by preventing downturns of the 
magnitude witnessed in the recent 2008 financial crisis.  
 
Perhaps the most tangible and attractive aspect of a shift towards an entirely cashless economy 
would be the outcomes of the change in the criminal world.13 Cash is notorious for its 
anonymity and lack of traceability; once it has exchanged hands, there is little in terms of 
concrete evidence that can prove who was in possession of the cash. This is a boon to both 
petty thieves (as previously mentioned) as well as large criminal enterprises around the globe, 
given that the authorities looking to put an end to their nefarious activities have no financial 
trail to search for. US dollars are infamous for their use by international crime syndicates; this 
is part of the reason that an astonishing 80% of all US currency in circulation exists in the 
form of $100 bills, despite their relative rarity in daily life.14 The ease with which such 
organizations can operate will be vastly reduced in a world where little physical currency 
exists, for the somewhat futile act of attempting to trace cash will no longer be part of the 
problem faced by domestic and international authorities while tackling crime. 
 
Those who remain skeptical of a complete transition to a cashless economy raise a number of 
issues that would be present if any such change were to occur. At the heart of the 
counterargument is the inevitable loss of privacy that will occur – not solely for the criminal 
enterprises being targeted by the change, but by average citizens attempting to engage in 
everyday life without authorities monitoring their every move. Some believe that the complete 
elimination of all cash transactions would be a gross and unprecedented invasion of the 
privacy of a nation’s citizens by those in charge, reprehensible and Orwellian in nature. Others 
cite widespread skepticism pertaining to the security of money held only virtually, fearing the 
possibility of a massive computer hack that could cause a larger disappearance of wealth than 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
13 Rogoff, Kenneth S. The Curse of Cash. Princeton, Princeton University Press, 2016. p. 2. 
14 https://www.theatlantic.com/business/archive/2012/11/-100-bills-make-up-80-of-all-us-currency-but-why/265518/ 
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any conventional bank robbery could. Furthermore, in the case of a large electricity blackout, 
people would be left without a well-established medium of exchange – a situation with the 
potential to bring society to a complete standstill.  
 
Most pressing is the issue of the unbanked – those who are not registered with any recognized 
financial institution. The vast majority of this demographic consists of low-income 
individuals who either live in underserved, rural areas that are sparsely connected to the rest 
of society or in such destitution that they cannot enter the existing financial infrastructure 
around them. As the world currently works, these individuals make by only using physical 
currency. If a wholly cashless society were to come to fruition, certainly given the current 
status quo, many of these individuals would be put through tremendous hardship. 
 
Without question, any broad shift towards a cashless economy would imply a host of 
regulatory changes to the existing financial infrastructures that prevail around the world, 
domestically and internationally. An overarching concern, however, lies not in the changes 
themselves, but rather how the transition process will be managed. Whether or not the 
aforementioned issues are resolved is one major aspect of the ongoing debate; the other is 
attempting to find an effective, inexpensive, and unobtrusive method of implementation. The 
goal of policymakers within national and international governments is to outline a method of 
progressing towards this new future with the least disruption to the lives of the world’s 
citizens. 
 

United Nations Involvement 
 
The United Nations and its affiliates have been involved in the regulation of international 
financial matters since the birth of the organization itself.15 While involved through a number 
of UN Committees such as the Economic and Financial Committee, as well as the Economic 
and Social Council, the most integral regulatory forces were two institutions created at the 
famed Bretton Woods Conference of 1944 (which preceded the foundation of the United 
Nations, but whose agreement was ratified after the UN came into being). These were the 
World Bank, which is in charge of improving economic conditions in emerging nations, and 
the IMF, which is tasked with keeping exchange rates stable throughout the world. 
 
The nature of physical currency is that it is most apt for regulation at the national level – 
given, of course, that the world’s various currencies are issued by central banks operating at 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
15 https://www.imf.org/external/about/histcoop.htm 
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the behest of federal governments. Thus, the majority of regulation pertaining to paper bills 
has occurred organically within the boundaries of the world’s myriad nations. Little of note 
has been enacted by the international bodies previously mentioned in terms of regulation of 
cash transactions internationally; most such matters have typically been left for national 
governments. International law also has little to say about the issue of credit card 
conglomerates, such as Visa and Mastercard, a matter of increasing importance in the cashless 
debate. These organizations have grown organically, expanding their operations to more and 
more nations as time has progressed, making certain to adjust their business practices to fit 
the existing regulations of the nations they operate within. 
 
On the topic of financial inclusion, on the other hand, the United Nations and other 
international regulatory bodies have been far more active.16 Attempting to connect more of 
the unbanked to the existing financial infrastructure has developed into one of the 
organization’s core goals, for the vast numbers of underserved who have no access to basic 
financial infrastructure is a pressing global issue. This call for more economic inclusion 
internationally was established officially when the UN created a post known as the United 
Nations Secretary General’s Special Advocate for Inclusive Finance for Development 
(UNSGSA). The person appointed to this position has the explicit goal of officially supporting 
and upholding the right to financial inclusion on behalf of the Secretary-General. The current 
holder of the post is Her Majesty Queen Màxima of the Netherlands. The most recent UN 
activity on the topic was at the Third International Conference on Financing for Development 
in Addis Ababa, in 2015, where the Addis Ababa Action Agenda (AAAA) was adopted. 
Ratifying members resolved to strengthen international cooperation in the improvement of 
subnational financial infrastructure, in accordance with the 2030 Sustainable Development 
Agenda. 17 
 
Possible Solutions 
 
Numerous paths forward lay ahead of international and domestic regulators tasked with 
managing the eventual transition to a cashless economy. One, of course, is to take no action 
whatsoever, allowing the historical trend to continue along its natural path. Empirically 
speaking, as countries become more developed, they tend to become less reliant on cash 
transactions. The creation of large networks of financial institutions and technology permit 
them to rely much more heavily on electronic modes of operation. The Scandinavian 
countries of Denmark, Norway, and Sweden consistently rank in the upper echelons of 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
16 https://www.unsgsa.org/ 
17 http://www.un.org/esa/ffd/topics/inclusive-finance.html 
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development across most reputable indices that measure it, most notably the Human 
Development Index. It is no coincidence that they are at the forefront of the push towards a 
cashless society and are often referred to by advocates of such a push when discussing the 
virtues of a cashless world.18 Backers of a solution that stresses inaction believe that allowing 
history to run its natural course would be the least disruptive method of changing the status 
quo. They argue that if past historical trends are any indication of the future, then a cashless 
society is all but inevitable; it is but a matter of time. Further, they believe that if this is an 
inevitability, then nothing need be done to expedite the process, given that any such 
expedition is likely to come at a sizable burden to certain nations (specifically, those that lack 
existing financial infrastructure). 
 
Others, however, believe that there is an immediate necessity to begin transitioning to a world 
less reliant on physical currency. Along with the numerous benefits to economic and human 
development that are on offer if such a change were to occur on a larger scale, they are of the 
belief that many crucial problems that currently plague the world can be rapidly resolved if 
physical currency is abandoned. At the top of the list is the issue of crime, which (as 
previously mentioned) has the potential to be drastically reduced if the world were to shift 
towards cashless. International drug cartels, human trafficking rings, even warlords wreaking 
havoc in the developing world would lose the financial anonymity that allows them to avoid 
authorities, making their travails all the more difficult. Those who advocate for an expedited 
process believe that the gains from going cashless are too significant to postpone, even if some 
temporary disruption is necessary.19 
 
Rogoff, in his seminal book on the subject of shifting towards a cashless economy, The Curse 
of Cash, outlines a four pronged plan for the transition process.20 The strategy he lays out 
attempts to balance the two aforementioned worries of disruption and complacency by 
making the process gradual, but with a start as soon as possible. The first article, “Phasing Out 
Paper Currency,” has national governments immediately ceasing to print large denomination 
bills, eventually phasing out the smaller bills as well until all that remained were coins. The 
second, “Universal Financial Inclusion,” then states that national governments must provide 
subsidized debit cards and bank accounts to its citizens, such that the unbanked do not 
become financially ostracized as the shift occurs. The third step, “Privacy,” suggests that laws 
be laid out that ascertain the inability of credit card companies and other financial service 
providers to conceal large-scale payments from the authorities. The fourth, and final, step, 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
18 http://www.newyorker.com/magazine/2016/10/10/imagining-a-cashless-world 
19 https://scholar.harvard.edu/files/rogoff/files/c13431.pdf 
20 Rogoff, Kenneth S. The Curse of Cash. Princeton, Princeton University Press, 2016. p. 94. 
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“Real-Time Clearing,” addresses the issue of a delay in the clearance of payments (which is 
immediate with physical currency) by proposing that national governments dedicate 
resources towards the establishment of near-immediate payment clearance mechanisms. For 
the entire process, Rogoff suggests an approximate timeframe of ten to fifteen years, with the 
phasing out of large denomination currency to begin immediately. 
 
The Harvard economist goes on to qualify his position by stating that the course of action 
stated above is only suitable for the world’s most advanced economies, where financial 
connectivity is virtually taken for granted. He professes his belief that developing nations 
should first focus on improving financial infrastructure and inclusion, prior to any broad shift 
away from cash. The nature of developing economies is that they are primarily rural, relying 
on the agricultural sector for the majority of their economic output. As a result, large swathes 
of these nations’ populations live in underserved areas that barely have access to electricity, 
much less reliable electronic banking services. This, Rogoff argues, is the situation that must 
be remedied before these nations start shifting away from paper currency altogether. 
 

Bloc Positions 
 
The appeal of a cashless society is undeniably most tangible, and thus, most attractive, to those 
in the developed world. Nations that already have extensive existing financial infrastructure 
will go through a far less disruptive transition process than those who lack ubiquity in the 
technology necessary for a complete change. Indeed, the numbers that exist on the matter tell 
a great deal: of the fifteen nations that are the furthest on the path to fully cashless economies 
(as measured by cashless transactions as a percentage of all transactions taking place), thirteen 
are generally considered to be fully developed. It is important to note, further, that the two 
outliers are Brazil and China, two members of the well-known BRICS nations along the path 
towards full development.21 As a result, nations tend to be divided on the issue primarily 
based on their respective developmental statuses. Those who are fully or mostly developed 
already, with substantial infrastructure already in existence, tend to embrace more 
wholeheartedly the concept of a fully cashless economy. Those who lack existing 
infrastructure, and who would consequently require sizable amounts of resources to undergo 
the transition to cashless, tend to be somewhat less convinced about the necessity of this 
change. 
 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
21 http://www.businesstoday.in/current/economy-politics/here-are-the-top-cashless-countries-in-the-
world/story/241430.html 
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BRICS (Brazil, Russia, India, China, and South Africa) Nations 
The set of nations above are interesting when considering a shift towards a cashless society, in 
the sense that they are at the frontier between developed and developing economies. Of these 
nations, China and India, given their statuses as the two largest nations by population, both 
continue to have serious problems with financial inclusion. However, both are taking steps 
towards remedying this; India recently completed its “Aadhar” program, which has 
biometrically registered upwards of one billion of the nation’s citizens with the government.22 
The BRICS nations are, thus, at somewhat of a crossroads; it is a matter of internal analysis 
and debate as to whether they are prepared for a shift, much less whether they are willing to 
engage in one. 
 
European Nations 
With their high levels of development and general acceptance of progressive policies that 
encourage government involvement in the economy, European nations have been at the 
forefront in the dispensing of cash from their economies. Within this bloc, the Scandinavian 
countries stand out in their overall push towards a cashless society. In fact, Rogoff utilizes 
them as the prime example of the benefits society as a whole can reap from a larger scale 
overhaul of the economy.23 Overall, these nations tend to welcome a broader shift, viewing it 
as a step towards a healthier, safer, and more efficient future. 
 
North American Nations 
The marginal libertarian bent of the policies and politics of North American nations (with the 
United States being perhaps the most cynical about the virtues of government) precludes them 
from being wholly enthusiastic about abandoning cash. Despite enthusiasm from influential 
academic economists, such as Rogoff and the Nobel prize-winning Joseph Stiglitz, these 
nations’ populaces (and, by extension, their policymakers) are more hesitant to such a change 
than European countries with similar levels of development.24 The primary concern at the 
heart of these nations’ citizens is privacy; many feel that an entirely electronic financial system 
would set the stage for gross invasions of the private lives of the people. 
 
Developing Nations 
There is general agreement that the world’s developing nations simply do not possess the 
infrastructure or the governmental reliability that would be necessary to phase out paper 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
22 https://uidai.gov.in/about-uidai/about-uidai.html 
23 Rogoff, Kenneth S. The Curse of Cash. Princeton, Princeton University Press, 2016. p. 107-109. 
24 https://www.washingtonpost.com/news/innovations/wp/2017/01/23/what-the-u-s-can-learn-from-indias-move-
toward-a-cashless-society/?utm_term=.acf7c22f068f 
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currency. A lack of financial inclusion persists as an overarching obstacle for such nations; a 
sizeable portion of their populations are likely to be completely marginalized if nations that 
have many “unbanked” citizens abandon cash. Further, a cashless society entails an immense 
amount of government responsibility, both in terms of the logistics of the shift as well as the 
maintenance of the financial system following the shift. Most developing nations lack the 
governmental stability that would be most conducive to a move towards a wholly cashless 
society. 
 
Discussion Questions 

 
1.)!To what extent is your nation already cashless? Does it have existing infrastructure on 

a scale capable of coping with a shift to a cashless economy? 
2.)!What magnitude of disruption is likely to occur in the case of a shift to a cashless 

economy for your nation? Will it be manageable given the political and economic 
constraints faced? 

3.)!How has the federal government of your nation previously addressed a shift towards a 
cashless society, if at all? 

4.)!What policy initiatives can be put in place such that the financially underserved are not 
left out of society altogether in a cashless world? 

5.)!Do cryptocurrencies and blockchain technology have roles to play in a cashless world? 
Can the privacy issues raised by critics of the shift be addressed through its use? 
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