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RESERVE BANK OF INDIA’S CENTRAL BANK DIGITAL CURRENCY (CBDC) 

 

-Anchal and Harsh Srivastava35 

 

I. INTRODUCTION 

 

RBI in public domain has taken the decision to bring the central bank digital currency into the 

public domain. Digital rupee pilot project will be launching. Rbi has announced to launch 

Central bank Digital Currency (herein referred as CBDC) for the retail user. It makes sense for 

central banks to issue digital currency for widespread use a step after the creation of physical 

cash. But the argument over the only recently has the issuance of digital central money that is 

usable by regular users accelerated. At first, policy reports were issued with caution. The recent 

years have noticed the discussion expanding. The rise and fall of cryptocurrencies is 

accompanied by worldwide stable coin ideas, like Facebook's Diem, are emerging, and 

technological central banks have taken a more proactive position by predictinga day when there 

will be financial turmoil. The monetary system will have changed as a result of innovation 

instead of using the existing system as the standard. Central banks have started interacting in 

studies on CBDCs and, in certain cases, also in their creation. survey claims research on 

CBDCs is being done by 86% of central banks worldwide as of 2020, and 56 central Banks 

have disclosed their efforts at research or development in the public sphere (see Boar and 

Wehrli (2021) likewise Auer et al. (2020). Two central banks have established CBDCs as of 

these writing, and numerous others are in carrying out tests. However, central banks have not 

yet reached a consensus on the necessity of issuance of CBDC. 

As it is being said right now, CBDCs are a type of digital currency that is valued in the group 

of central banks (2020). These can be used either for retail use (i.e., by households and 

businesses) or wholesale use (i.e., by financial institutions businesses - the public at large). 

They are token-based, a kind of identity, that allows for payment anonymity. A CBDC can be 

founded on either traditional technological infrastructures or distributed ledger technology 

(DLT). In the majority of cases, CBDCs are being created so that the two-tier monetary system 

is preserved system with a labour distribution that divides the public and commercial sectors. 

It is a digital form of the paper currency. It will be a legal tender which will be issued and 

backed by the RBI. RBI will have control over it and therefore RBI will be the regulator of 

the paper currency. Therefore, this CBDC will have some authenticity and 

 

35 The Author are students in their 2nd year and 4th year at the CHANAKYA NATIONAL LAW UNIVERSITY. 



Reserve Bank Of India’s Central Bank Digital Currency (CBDC) 

85 

 

 

 

accountability to the people. This type of currency is exchangeable with the Fiat currency. It 

is said that in the starting only selected locations like bank will be taken into consideration. 

Also participating customers and merchants are also included in the pilot project of the scheme. 

In the 1st phase only 4 cities i.e Mumbai, Bengaluru, New-Delhi and Bhubneshwar will be 

taken into consideration. It will be generated in the form of the token which will represent the 

legal tender. And this token will be issued in the same denominations as paper currency or the 

coin. For exp. If a person has 100 rs in the form of paper currency or in the form of coin then 

in same way this e-rupee will be generated. This will be distributed throughthe intermediaries 

i.e. bank. It will empower the users to transit with rupees with the digital wallet which will be 

s offered by the bank. Later on it will go in the devices of the users. Therefore, it will empower 

the user to transfer from person to person or the person to the merchant at the pilot level. 

Payment can be done by the QR codes. Therefore it is also considered that it will take over the 

UPI system. IDFC, ICIC Yes Bank and SBI will be the 1stfour bank who will be implementing 

this scheme. 

1. Purpose 

 

It is considered that e rupee will be the electronic version of the cash and therefore it is 

considered that it is meant for the retail transactions (people to people transactions are possible 

through this plan). 

2. Safe Money 

 

Payment settlement record of every transaction will be available therefore no black money will 

be circulated in the economy 

 

 

II. HISTORICAL BACKGROUND OF CBDC AND IMPLEMENTATION IN REAL 

WORLD 

A The digitalization of money is turning point. Technology progress in money like the 

Bahamian sand dollar, stable coins like the libra/diem, and virtual (crypto) currencies like 

bitcoin. These financial and monetary advances echo earlier changes in monetary history: 1) 

The transition from commodity money (gold and silver coins) in the eighteenth and nineteenth 

centuries to fiat money 2) The transition from central bank notes to a central bank monopoly 

in the nineteenth and twentieth centuries 
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To fulfil the evolving economic needs, several types of money have emerged throughout 

history. Credit cards, checks, banknotes, and coins were all advances in their respective eras 

(Giannini, 2011). New payment technologies, including stablecoins and CBDCs, a new type of 

central bank-issued currency. 

The existing types of central bank money, can be thought of as analogous to CBDCs in a digital 

sense. Wholesale CBDCs have the potential to develop into a new method of settlement 

CBDCs would be a liability for the central bank and a form of "digital cash" that anybody may 

use. It's not a novel concept to provide access to digital money. Tobin (1987), for example, 

suggested the use of "deposited currency," or "a medium combining the ease of deposits and 

the safety of money," to improve payments and lessen the need for deposit. 

Several central banks have launched internal initiatives over the past few years to better 

comprehend cryptocurrency technology. These largely came to the conclusion that DLT wasn't 

yet developed enough so that it can be used. 

Several central banks began conducting research on digital currencies in 2016 for commercial 

purposes. Many of them concentrated on using DLT to settle high-value interbank payments. 

Some entailed central bank collaboration on wholesale CBDCs for international payments. 

 

Sweden's Riksbank published the first research on retail CBDC 2017. This paper evolved "e-

krona" project. 

The public, as well as international tourists visiting China, will be able to access the PBC's e-

CNY through account-based interfaces. Meanwhile, the Sand Dollar, widely regarded as the 

first live retail CBDC, was released by the Central Bank of the Bahamas in October 2020. In 

March 2021, (ECCB) debuted DCash. People-to-people (P2P) transactions and financial 

transactions between customers and merchants are both possible with DCash, which is supplied 

by authorised financial institutions. 

In Graph 2 Overall, it is evident that central banks have been working on CBDCs since at least 

the middle of the 2010s and that this work will continue into the 2020s. At least three nations—

Ukraine, Uruguay, and Ecuador—have finished a retail CBDC trial. There are eight active retail 

CBDC pilot projects, some of which are in Sweden, China, and Korea. In the meantime, 19 

central banks and 40 central banks have published research on retail CBDCs. 
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III. MONETARY TRANSACTIONS IN HISTORY 

 

History's monetary changes have been fueled by evolving technology, shifting consumer 

preferences, economic expansion, and the need to properly fulfil the duties of money. The 

evolution of money (and finance) throughout human history (Goetzmann 2017). The current 

digital shift was made possible by three historical developments. 

1. Fiduciary money (convertible bank notes) was first introduced in the 18th and 19th centuries 

as a result of new financial technology, which significantly decreased the resource costs of 

specie (Smith 1776). Furthermore, in the early modern age, governments issued inconvertible 

fiat currency due to the pressures of rising war finance expenditures. The next stage in this 

development seems promising for CBDC as a social alternative to fiat money. 

2. It has been argued for government control of commercial banking and for a government 

monopoly on note issuance based on the historical record of poorly regulated private banks 

issuing notes that were allegedly convertible into coin (Friedman 1960). The US's history of 

free banking has been marked by significant turbulence (Gorton 1986). The central 

bank/government monopoly finally became the dominant force in the note market. The current 

growth of stablecoins and cryptocurrencies indicates that a process of consolidation toward 

CBDC may potentially be the end result. 

3. From the 17th to the 20th centuries, central banks developed to meet various significant 

societal demands, including war financing, an effective payments system, financial stability, 

price stability, and macroeconomic stability. Monetary policy has developed into the flexible 

inflation targeting that it is today based on credibility for low inflation through a gradual and 

costly learning process. CBDC might continue this practise. 

 

 

IV. APPLICATION OF CBDC IN REAL WORLD 

 

The introduction of CBDC raises several significant issues with regard to its conception, which 

central banks have carefully considered. The decision between wholesale and retail CBDC is 

one difficulty. The wholesale payments clearing mechanism has seen significant changes, 

which suggests that the retail CBDC is the main problem. Here, the part of currency that serves 

the public good offers a compelling case for either direct distribution or at the veryleast 

stringent control and oversight by the government. The private sector has a competitive 
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edge in financial innovation, but accounts at the central bank are certainly viable. 

Consequently, a two-tiered or public-private model may be preferred in advanced nations. The 

general public might be offered CBDC accounts by designated institutions, or they mightact as 

channels for the central bank (Tobin 1987).36The second issue is the worry of well- known 

authorities. According to research, central banks' balance sheet policies, restrictionson CBDC 

ownership, or tiering of interest rates for accounts with and without CBDCs might all 

counteract disintermediation are sufficient lines of defence for central banks against runs.37 

 

 

V. REQUIREMENT OF DIGITAL CURRENCY DURING COVID-19 

 

It was held that during the pandemic market started shifting to the digital world. Market 

shattering hopes that the "digital gold" Bitcoin would provide a safe refuge in times of 

economic and social unrest. MakerDAO, one of the most important DeFi (Decentralized 

Finance) platforms, learned the hard way that its decentralised lending protocol did not work 

as expected in tumultuous times. Emergency governance measures were rapidly enacted, but 

the damage and loss of part of the confidence had already occurred. Maker was accused of 

failing to adequately disclose dangers in a class-action lawsuit brought by one of its customers 

in the US. Despite the pandemic, not all was hopeless for the crypto and blockchain world. 

A trend away from cash to digital payments had been driven by concern of COVID-19 

spreading through bank notes and coins. This concern had also rekindled interest in digital 

assets and encouraged discussions of central bank digital currencies (CBDC). The fact that 

China's much awaited CBDC, followed quickly by an updated proposal for the Facebook-

backed Libra, suggested that these events were not just coincidence (one supposed to overcome 

staunch opposition from governments worldwide). In addition to the Dutch Central Bank 

publishing its own CBDC-related thoughts, France called for CBDC tests. Although there were 

numerous worries regarding privacy public stablecoin projects were competing fora first-mover 

advantage. 

 

36 Andolfatto, D (2021), “Assessing the Impact of Central Bank Digital Currency on private banks”, Economic 

Journal 131: 525-540. 
37 Auer, R and R Bohme (2020), “CBDC Architectures, The Financial System, and the Central bank of the 

Future”, VoxEU.org, 29 October. 
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CBDC had drawn greater attention, but not solely because of concern over coronavirus 

transmission. Following the COVID-19 outbreak, numerous nations had quickly authorised 

emergency aid for individuals, families, and companies. However, issues had plagued the 

delivery of those money. For instance, the US government relied on conventional banks to 

authorise commercial funding. Banks had been charged with diverting emergency money to 

their chosen clients (including private equity-backed enterprises) rather than to small 

businesses who were most in need because they got a (very large) 1-5% fee for each loan issued. 

The transfer of public monies to people who need them most has been praised as a benefit of 

CBDC and other digital assets. There have been ideas for "retail" CBDC; each of us might have 

an account with our central bank, and when we needed it, it would deposit CBDC right into our 

online account. Our central banks would automatically deposit emergency money into our 

personal or business digital "wallets," eliminating the need for us to wait for regular commercial 

banks to approve paperwork for such funding. Such proposals have unique difficulties (such as 

the broader impact on commercial banking, hacking and surveillance concerns). Because these 

tools are new and unproven, we will need to give considerable thought to their design. If 

properly developed, they might, nevertheless, improve trust and openness in difficult 

circumstances. 

The first significant wave after demonetization was noticed to be the widespread acceptance of 

digital payments. The second significant wave for digital payments emerged during the 

pandemic and lockdown. In India, where three out of every four consumer purchases are made 

in cash, the central government has long attempted to promote digital payments. The Central 

Government in November 2016 with the aim of reducing inflation, which, as he also remarked, 

later assisted in promoting a move toward digital transactions. In the contemporaryenvironment 

of social distance, the government introduced India Pay Safe through our ongoing "UPI 

chalega" programme to spread awareness. It was hoped that many people who were accustomed 

to handling money would be inspired by it. 
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These services are useful for 

 

 Transfer 

 from one person to a business (such as kirana stores), 

 from one business to another (like a retailer to a supplier), and 

 from one business to another (such as reimbursements, and claims), and 

 from one business to another. 

 

 

VI. OUTCOME OF THE STUDY REPORT 

 

However, India is seeing an increase in digital payments. This year, digital purchases in the 

nation of over 1.5 billion people reached a new high, as they have in most other parts of the 

world. The local outlet reported for the first time that there was dramatic increase across all 

channels, from the universal payment interface (UPI) to the Aadhar-Enabled Payment System 

(AEPS). Digital payments and fintech hit historic highs in 2020, despite the fact that the Covid-

19 outbreak and the economic lockdown caused a large number of individuals to stayat home 

and maintain social distances. Many people started using their smartphones to make purchases 

and even take loans for smooth banking services due to concerns that visiting bank branches 

and using currency notes could spread new coronavirus infections. Thisdevelopment occurred 

not just in metro areas but also in smaller communities. As a result of the COVID-19 lockout 

and its associated restrictions, an enormous 126 percent increase in digital transactions was 

recorded in Uttar Pradesh in 2020 as compared to 2019. At the point of sale of terminals in 

stores, the Card spends between 60 and 70 percent of the average in January. This indicates 

that individuals use digital payments for real-world activities like shopping. All platforms, 

including the Unified Payments App and the (AePS), had a record- breaking increase in digital 

payments in 2020. 
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PAYMENT TRANSACTION IN THE YEAR 2020 

 

No. of 

Transaction 

(in Crore) 

Growth 

in % 

(month 

on 

month) 

Jan 2020 436.43 

Feb 2020 847.44 94.17 

March 2020 1,262.84 49.02 

April 2020 1,566.22 24.02 

May 2020 1890.23 20.69 

June 2020 2,298.85 21.62 

July 2020 2,699.06 17.41 

August 

2020 

3,132.43 16.06 
 

 Transactions in crore Growth in % on the 

monthly basis 

Jan 2020 436.43  

Feb 2020 847.44 94.17 

March 2020 1262.84 49.02 

April 2020 1566.22 24.02 

May 2020 1890.23 20.69 

June2020 2298.85 21.64 

July 2020 2699.06 17.41 

August 2020 3132.43 16.06 
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Sep.2020 3620.51 15.58 

October 2020 4108.29 13.47 

November 2020 4623.25 12.53 

December 2020 4764.28 03.05 

   

No. of 

Transaction 

(in Crore) 

Growth 

in % 

(month 

on 

month) 

Jan 2020 436.43 

Feb 2020 847.44 94.17 

March 2020 1,262.84 49.02 

April 2020 1,566.22 24.02 

May 2020 1890.23 20.69 

June 2020 2,298.85 21.62 

July 2020 2,699.06 17.41 

August 

2020 

3,132.43 16.06 
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(Source: digipay.gov.in) 
 

 

 

 

UPI transactions reached a new high of 221 crore transactions worth 3.9 lakh crore in 

November after surpassing the 200 crore threshold in October. Players were optimistic that the 

Center's objective of $4,630 billion for digital payments in 2020–21 will be surpassed. Even 

though demonetization was the catalyst for India's 2016 initial launch of digital payments, the 

government's actions remained convoluted over time. According to Manish Patel, founder and 

CEO of Mswipe, the global pandemic sped up and broadened India's adoption of digital 

payments and trade. 

In December 2020, contactless payments accounted for 30% of all transactions at Mswipe, up 

from 13% in January 2020. 

Growth No. of Transaction 

JAN-20 FEB-20 MAR-20  APR-20 MAY-20 JUN-20 JUL-20 AUG-20 SEP-20 

17.41 16.06 15.58 13.47 12.53 94.1 49.02 24.02 20.69 
436.4 

847.4 

1,566.2 
1,262.8 

1890.2 
2,298.8 

2,699.0 

3,132.4 

3,620.5 

4,108.2 

4,623.25 

Cumulative Payment Transactions in the 
last 12 
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VII. STATUS OF CRYPTOCURRENCY DURING COVID-19 

 

In the recent article, an empirical investigation was performed to see if the Covid-19 pandemic 

epidemic impacted the cryptocurrency market (often known as the"cryptomarket")38. After a 

year of the pandemic, this market seemed to have taken off. For instance, Bitcoin, the first 

cryptocurrency in the world, could be bought for around $7,300 at the time the epidemic broke 

out. The same token now costs more than $46,800, a startling increase of 640 percent. Similar 

(or even higher) rises were also seen in other prominent cryptocurrencies, such as Ether. One 

set of factors could result in increased demand for cryptocurrencies in the event of a pandemic. 

Cryptocurrencies may be exchanged from anywhere in the world, which somewhat reduces the 

possibility of liquidity problems if local governments prohibit trading as part of a lockdown. 

As a result, cryptocurrency gained appeal over competing options. Investors may also want to 

migrate their investments to the decentralised cryptomarket if they are concerned that a crisis 

would lead to market intervention from central banks or other political actors. In other words, 

because cryptocurrencies run automatically rather than under the control of a single institution, 

they could help investors reduce some of the political risk, making them more desirable. 

 

 

VIII. HOW IT WILL REPLACE UPI 

 

CBDC will never take place of UPI but enforcement of CBDC will certainly enhance its 

applicability. "General purpose CBDC, also known as retail CBDC, and wholesale CBDC are 

two categories for CBDC. The wholesale CBDC was created by the RBI to settle interbank 

transfers and related activities. The wholesale CBDC can greatly improve the security and 

efficiency of the transaction settlement systems. Additionally, this will strengthen the nation's 

entire digital economy and promote greater financial inclusion. 

 

 

 

 

 

 

 

 

 

 

 

 

38 Hadar Y. Jabotinsky and Roee Sarel, The CLS Blue Sky Blog, March 26,2021 
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IX. HOW CENTRAL BANK DIGITAL CURRENCY DIFFERENT FROM UPI 

 

 As with other digital payment methods like UPI, IMPS, debit or credit card transactions, etc., 

the digital rupee or it will be the primary payment method utilised for digital transactions in 

place of money or cash. The digital rupee, or CBDC, is a legal tender in and of itself and need 

not be backed by actual currency, in contrast to UPI transactions which are fully backed by 

physical money. 

 Simply put, UPI is an interface for financial transactions that take place between two bank 

accounts, an account and a digital wallet, or a digital wallet and an account. The Digital Rupee, 

on the other hand, is just one more kind of money that is similar to fiat money. 

 Similar to cash, CBDC can permit the direct transfer of funds between two private persons, 

businesses, or other organisations. While just two bank accounts can be moved while using 

UPI. 

 Unlike CBDC, digital payments conducted through UPI and IMPS must be supported by 

physical money or be settled by the transacting banks with the central bank in order for each 

rupee to be transferred. The benefit of using digital money over UPI, where each bank has a 

different UPI handler, is that transactions will be resolved promptly because they are handled 

by clearing houses that have direct backing from the central bank. 

 CBDC is more effective since it avoids the intermediate step of connecting bank accounts with 

online payment systems, but it also gives the government more visibility into real-time 

transactions. 

Their utility will vary, but they will coexist. CBDCs can function as digital banknotes in the 

upcoming digital economies because the world is shifting toward being more digital than 

physical. Experts predict that the Central Bank Digital Currency (CBDC), which was recently 

launched, would coexist rather than compete with the Unified Payments Interface (UPI). 

"Digital currency accounts won't ever entirely replace the actual bank with savings accounts. 

The adoption of digital currency may be hampered by the fact that accounts will be in the form 

of digital wallets. Instead of competing with UPI, the CBDC will coexist with it "Director and 

COO of Livfin Pooja Sondhi remarked. The digital rupee is now less practical than UPI because 

it has only been made available to a limited number of users in a closed- user group (CUG). 

The digital rupee is like currency and won't leave an audit trail, whereas UPI is a bank-to-bank 

transfer where banks know who you are paying and how much. And since the applications for 

CBDCs and UPI differ, and one cannot take the place of the other. 



Damodaram Sanjivayya National Law Journal Volume - II, 2023 

96 

 

 

 

X. ADVANTAGES AND DISADVANTAGES 

 

The digital rupee could assist address the growing need for digital currencies, which is 

evident from the emergence of private digital currencies like bitcoin and the expanding use of 

digital payments. 

The significance of CBDCs: 

 More dependable than private digital currencies: It is noteworthy that central bank digital 

currencies may be a trustworthy, government-backed substitute for private currencies, which 

are frequently unstable and unregulated. 

 Low or insignificant cost of creating digital currency: The electronic creation and distribution 

of the digital rupee virtually removes the cost of printing and distributing physical currency. 

 Greater control over monetary and fiscal policy: CBDCs can make it easier to conduct 

monetary and fiscal policy because it not not like physical currency untraceable. 

 Promote financial inclusion: By integrating the unbanked into the financial system, CBDCs 

can also aid in the economic promotion of financial inclusion. 

 Boost to Digital Economy: The digital rupee will provide the Indian digital economy a "huge 

boost" and enable India to take use of the system's advantages. 

 

 

XI. CONCERNS/CHALLENGES RELATED TO CBDCS: 

 

 Financial Stability: CBDCs can potentially impact financial stability in the following ways: 

 Systemic Risk: CBDCs can enhance the resilience of the financial system by reducing systemic 

risk. With CBDCs, central banks can have real-time visibility into transactions, enabling them 

to monitor and respond to risks more effectively. Additionally, CBDCs can minimize 

counterparty risk by providing a risk-free digital asset. 

 Bank Deposits and Liquidity: CBDCs may lead to changes in the behavior of depositors. If 

individuals and businesses start to prefer holding CBDCs instead of traditional bank deposits, 

it could impact banks' ability to provide loans and manage liquidity. This shift in deposit 

behavior could have implications for monetary policy implementation and the stability of 

commercial banks. 

 Financial Intermediation: CBDCs could potentially disrupt the traditional role of commercial 

banks as intermediaries between savers and borrowers. Direct access to CBDCs by individuals 

and businesses might reduce the need for traditional bank accounts, affecting 
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banks' ability to lend and earn interest income, thus altering the dynamics of credit creation and 

monetary policy transmission. 

 Impact on credit creation: As digital currencies gain popularity, people can start taking money 

out of their bank accounts.The quantity of loans that the banks produce may be impacted by 

the significant capital flight from bank accounts to digital currencies. 

 Privacy worries: The centralised nature and traceability of the currency that will be used 

diggitaly raises the concerns related to the privacy as the transactions will be regulated digitally 

and all the transasctions related data cn be manipulated thereof. Transaction Surveillance: 

CBDCs can provide central banks with granular transaction data in real-time, enabling 

extensive surveillance. While this can help combat illicit activities, it also raises concerns about 

privacy invasion. The extent of transaction monitoring and data retention policies would 

determine the balance between privacy and regulatory objectives. 

 Centralization of Data: CBDCs centralize financial data with the central bank, potentially 

creating a single point of failure and making the system vulnerable to cyberattacks or data 

breaches. Adequate measures would need to be implemented to safeguard user data and prevent 

unauthorized access or misuse. 

 Anonymity and Pseudonymity: Design choices regarding the anonymity or pseudonymity of 

CBDC transactions will be crucial. While complete anonymity could facilitate illicit activities, 

too much surveillance may erode privacy. Striking the right balance is essential to maintain 

privacy while addressing regulatory concerns. Financial Exclusion: Privacy concerns might 

discourage individuals from using CBDCs, particularly if they fear their financial data could 

be misused or exposed. This could potentially widen the digital divide and exclude certain 

populations from participating in the financial system. 

 Incapability to supplant private digital currencies: People who have lost faith in fiat currency 

issued by central banks are the main group driving demand for private currencies. The demand 

for private currencies is unlikely to be impacted by the mere digitalization of a national 

currency like the rupee. One of the main factors contributing to the popularity of private digital 

currencies is the demand for anonymity. The appeal of digital currencies produced by central 

banks may be impacted by the lack of privacy. 
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XII. ISSUING OF CBDC WITH CONCERNED PRINCIPLES 

 

The moment is right for CBDCs as a concept. If correctly created, they offer a chance to 

enhance payments through a modernised version of central bank. They might by permitting 

widespread access, they serve as the framework for a brand-new, highly effective digital 

payment system. They may also contribute to robust data governance and privacy 

requirements. 

However, more research on CBDC design decisions and their implications is required to get 

financial stability. According to Adam Smith, money has three basic functions in society: it 

serves as the benchmark for economic activity; a store of value for the gradual transfer of 

purchasing power. The basic objective of CBDCs is to offer a common medium of exchange 

for the digital economy. By providing a global store of value, they do not, however, want to 

dis-intermediate the banking industry. 

Research in this area is assisting in understanding how to maximise the usefulness of CBDCs 

as a payment method while minimising the overall inflows to central bank balance sheets. 

Further research is still needed on a number of significant and complex issues, such as the 

interoperability of new and existing infrastructures the effects of CBDCs on international trade. 

Researchers will need to work through the details of cross-border. As a result, more research 

is needed to complete the examination of interoperability with non-CBDC payment options. 

For CBDCs to be properly designed as a new form of money in the digital age, the answers to 

these open questions will be essential.39 

 

 

XIII. RECOMMENDATIONS 

 

The following steps could be implemented to alleviate any potential drawbacks of the 

adoption of digital currency issued by central banks. 

 The amount of money that a person can hold in the form of CBDCs may be capped by the 

central banks. 

 

 

 

39 Kahn, C, F Rivadeneyra and R Wong (2018): “Should the central bank issue e-money?”, Bank of Canada 

Staff Working Paper, 2018-58, December. 
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 Central banks may need to infuse new funds into banks to guarantee that depositors' rush to 

digital currencies does not impair banks' capacity to issue loans, which would assist prevent 

the widespread outflow of deposits from banks. 

 

 

XIV. GLOBAL CBDC DEVELOPMENTS: 

 

 CBDCs are now at various phases of development worldwide. 

 The Bahamas introduced the first CBDC in the world in 2020. 

 Several nations, notably those in the European Union, China, and the United States, have 

been attempting to issue their own Central Bank Digital Currency (CBDC) in recent years. 

 Notably, some nations have abandoned plans to implement digital currencies due to concerns 

about the effectiveness of central bank digital currencies, notably Finland and Denmark. 

 

 

XV. CONCLUSION 

 

The moment is right for CBDCs as a concept. If correctly created, they offer a chance to 

enhance payments through a modernised version of central bank money that maintains the 

essential qualities of finality that any bank can offer. They might by permitting widespread 

access, they serve as the framework for a brand-new, highly effective digital payment system. 

They may also contribute to robust data governance and privacy requirements. 

Be that as it may, more examination on CBDC plan choices and their large-scale monetary 

ramifications is expected to achieve the likely advantages for the public government assistance 

while keeping up with monetary steadiness and public-private area coordinated effort. As per 

Adam Smith, cash has three fundamental capabilities in the public eye: it fills in as a unit of 

record, the benchmark for monetary movement; a method for trade for installments; and a store 

of significant worth for the steady exchange of buying power. The essential goal of CBDCs is 

to offer a typical mechanism of trade for the computerized economy. By giving a worldwide 

store of significant worth, they don't, be that as it may, needto disintermediate the financial 

business. 

Research in this area is assisting in understanding how to maximise the usefulness of CBDCs 

as a payment method while minimising the overall inflows to central bank balance sheets. 

Further research is still needed on a number of significant and complex issues, such as the 
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interoperability of new and existing infrastructures, access to and control of central bank 

funds,and particularly the effects of CBDCs on international trade. 

Researchers will need to work through the details complete the examination of 

interoperability with non-CBDC payment options. 
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