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Abstract: The RBI hope to solve issues with current physical
currency and cross border transactions by launching the digital
rupee. The process of transferring money across borders and
exchanging for foreign currency is time consuming and costly.
The digital rupee s introduction is expected to improve bank cash
management and operations through instantaneous cross border
money transfers.

It can be difficult to place track cash in India. By addressing
anonymity, CBDC can resolve it in a non-threatening manner
and lessen the need for payment. The government goal of a
cashless economy will be strengthened by the savings it will
realize in operational, printing, distribution and storage.
expenses.
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I. INTRODUCTION

The Reserve Bank of India (RBI) has declared the launch of India's Central Bank Digital Currency
(CBDC) for individual users on Thursday, December 1st. The digital rupee (e-R) will be available for
use by customers and merchants in Mumbai, New Delhi, Bengaluru, and Bhubaneswar. State Bank of
India, ICICI Bank, Yes Bank, and IDFC First Bank will provide digital currency services in four cities.
The service will be available in Ahmedabad, Gangtok, Guwahati, Hyderabad, Indore, Kochi, Lucknow,
Patna, and Shimla. Bank of Baroda, Union Bank of India, HDFC Bank, and Kotak Mahindra Bank are
confirmed participants. e-R is a
digital token that is recognised as a
form of legal money. The currency
will be supplied through banks in
the form of both paper and coin
denominations. The Reserve Bank
of India (RBI) has stated that
individuals can engage in

HOW WILLTHE
RETAILDIGITAL
RUPEE WORK?

® Users will be able

to transact with e¥-

ke ®Tra . transactions utilising electronic
R through a digital b Nsactions can rupees (e-R) by utilising a digital
wallet offered by € Person to person wallet provided by partner banks
the participating Orperson to and stored on mobile devices. The

Reserve Bank of India (RBI) has
put forth two variations of the
digital rupee: retail (CBDC R) and
wholesale (CBDC W). The CBDC
R will serve as a digital representation of physical currency specifically designed for retail transactions.
On the other hand, the CBDC W will exclusively facilitate interbank transfers and other wholesale
transactions.

banks and store it
on mobile phones
and devices

merchant, through
QR codes

What Position Do Other Nations Hold Regarding Digital Currency?

1. CBDCs have already been legalised in several nations in one form or another. The Bahamas' central
bank launched a digital currency in 2020.

2. Globally, more and more central banks are starting to explore the viability, utility, and value of
digital currencies.

3. China is the only large nation testing a CBDC on a wide scale; it was obliged to do so due to the
absence of competition for two big participants in the digital payments market. Another explanation
for the rush could be a desire to beat China, which is also intending to introduce its e-CNY (Chinese
Yuan Renminbi).China wants to support a currency that competes with the dollar in international trade
and finance.

4. In Sweden, banknotes make up 1% of the total currency. However, the Riksbank (the Swedish
Central Bank) is taking its time sanctioning a CBDC. The Swedish Monetary Authority has been
investigating proposals for five years but has not yet made up its mind whether to create an electronic
krona.

5. The US Fed is searching for opinions from the public on whether to offer an official tender to take
on privately issued stable coins that rely on the dollar as the most extensively used unit of account
worldwide.
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6. A 24-month research is going on employing a digital euro. If everything goes according to plan, the
ECB might start selling it by 2025.

7. Japan might postpone the debut of its digital currency until 2026.

8. Although it's impossible to fathom how an e-rupee can discourage the public from the temptation of
cryptocurrencies' "get-rich-quick" schemes, India's hastened deadline looks to be at least partially a

response to them.

Under Digital Rupee transactions can be both person to person (P2P) and person to merchant (P2M)
(P2M). QR codes allow merchant payments. The e-R would offer confidence, safety, and final
settlement. Like cash, it yields no interest and can be converted to bank savings.

The RBI hopes to advance India in the virtual currency race by introducing a digital rupee. And because
of cryptocurrency. Blockchain will increase efficiency and transparency in the digital rupee. It offers
real-time ledger tracking and maintenance.

» Wholesale and retail customers can utilise the payment system 24/7.
* Indian consumers pay directly.

* Cost reduction.

* Real-time settlements.

* Digital rupees don't require a bank account.

* Transnational trades swiftly.

* No volatility risk since RBI backs it.

* Digital rupees are mobile, unlike currency notes.

I.A. FINANCIAL CONSULTING COMPANY OUTLINES FOUR CBDC USE CASES IN
INDIA

Programmed payments: CBDC can create 'fit-for-purpose' money for social welfare and other
payments in a country. In such instances, the central bank can pay pre-programmed CBDC to
designated recipients. Pre-programmed CBDC may be distributed as LPG subsidies (DBT).PwC India
proposes CBDCs for speedier cross-border payments. Collaboration among the world's major
economies, particularly India, could boost CBDC transmission and conversion. CBDC-based retail
payments may use payment instruments. CBDC universal access may include offline payments. PwC
India argues CBDC's technology and digital nature make it preferable to conventional digital
payments. When coupled with ownership record transfers, its impregnable character can prove
ownership. Cross-border money transfers and currency exchanges are time-consuming and costly. The
deployment of the digital rupee will streamline bank cash management and operations.

In India, tracking cash placement is tough. CBDC can resolve anonymity non-intimidatingly and
minimise cash demand. The government will save on operational, printing, distributing, and storing
costs, enabling a cashless economy. CBDC, a digital fiat currency, may seem like Bitcoin. Technically,
they're distinct. CBDCs and Bitcoin employ DLT, however the former has permission identification.
Bitcoin's permissionless blockchain lets any user to run the programme and make transactions. CBDC's
permissioned blockchain works as follows:
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In a CBDC, the DLT includes numerous copies of financial records rather than a central database; Each
replica of this ledger is owned by a different financial firm regulated by the Central Bank. These firms

work on DLT.The central monetary authority controls who can view or edit financial data on the
blockchain.

CBDC provides rapid credit to
MSMEs in India. More MSMEs

employing CBDC will improve

WHY DOWE NEED THE DIGITAL RUPEE?

? banks' borrower risk profiles. This
* helps speed up MSME financing.

Cyber-attacks and threats, monetary
® Toreduce operational ® To boostinnovation in sovereignty danger, bank
costs in managing physical cross-border payments disintermediation, financial inclusion
cash and bring efficiency in risk, and privacy harm are all

o ) possible hazards warns Pwc India.

® To quell concerns over money

Iaundering. terror financing, tax I-B. DIGITAL RUPEE VS
evasion with private cryptocurrencies
like Bitcoin, Ether, etc. CRYPTO CURRENCY

* A decentralised sort of money without any middlemen in the transaction process is what bitcoin is,
to put it simply. On the other hand, a digital rupee is a centralised currency that the RBI issues and
manages.

* While cryptocurrencies run on a public blockchain in a decentralised infrastructure, the digital rupee
employs a private blockchain. « Cryptocurrency users who make payments stay anonymous. With the
digital rupee, it's not the same, though.

* The digital rupee is exclusively employed for payments and other financial operations in terms of use
cases. However, cryptocurrencies are intrinsically both assets and money.

* When inflationary pressure is present, the digital rupee reacts. Cryptocurrency, on the other hand,
serves as a hedge against inflation. « The digital rupee is effective in terms of scalability because it
uses permissioned networks, which are analogous to databases.

[.C. OPPORTUNITIES

CBDC blends the simplicity and security of digital currencies with the regulated, reserve-backed
money circulation of traditional banks. Digital currency will lower Indian depositors' risk of bank
losses.

E-rupees may be a safer alternative to bank savings, which underpin 76 trillion in real -time payments
like PhonePe, Google Pay, and Paytm. As more purchases are done online, the trust in demand deposits
as cash-equivalents may become theoretical-.E- money could keep convertibility real. It might
decrease the need for a costly network of correspondent banks. For Indians working overseas, sending
money home will become simpler and cheaper, saving India, the world's top remittance receiver,
millions.

[.D. CHALLENGES

Page 10 of 6



Mahammad Rafee and Arya Kumar.,/1JSSC.Vol 1 (1): 2024,PP: 8-12 ISSN:2584-2714

Ife-cash develops mainstream and RBI doesn't limit mobile wallet storage, weaker banks may struggle
to preserve low-cost deposits. Small banks may be reluctant to sell loan assets and sacrifice income as
they lose their cushion. Their less-liquid balance sheets could provoke bank runs. Advanced nations
worry about the dwindling use of banknotes, notably after Covid. Unlike cash, most CBDCs will be
traceable by central banks. Fintech firms may lose access to data collected for inexpensive loans to
consumers without collateral if payment apps can't observe their transactions.

References

1.

10.

1.

HKTDC Research. (2022, november 22). INDIA: Central Bank Starts Digital Rupee Payments Pilot. Retrieved
from HKTDC Research: https://research.hktdc.com/en/article/MTIlyODAwWMjI10A

India launches digital rupee pilot project: what is it and how will it work? (2022, december 22). Retrieved from
indian express: https://indianexpress.com/article/explained/explained-economics/digital-rupee-pilot-project-
launching-on-december-1-what-is-it-and-how-will-it-work-8296610/

Kalaskar Netra. (2022, june 1). Digital Rupee: It's Understanding. Retrieved from legal service in india:
https://www.legalserviceindia.com/legal/article-8008-digital-rupee-it-s-understanding.html

Kunal Varma. (2023, june 14). What Is Digital Rupee? How s It Different From Cryptocurrency? Retrieved from
forbes: https://www.forbes.com/advisor/in/investing/digital -currency-in-india/

Launching Digital Rupee - Challenges and Opportunities. (2022, February 9). Retrieved from drishti ias:
https:/iww.drishtiias.com/daily-updates/daily-news-editorials/llaunching-digital-rupee-challenges-and-
opportunities

Dr. B. Mahammad Rafee, Dr. Amzad Basha Kolar, Prof. Vijayalaxmi Ramesh, Dr.S. Jaber Asan, R. Sadique
Ahamed,Ahamed Jakith,. (2023). Problems of Non-Covid Patients and Health Care Services during Pandemic
Period: A Micro level Study with reference to Chennai City, Tamilnadu. European Chemical Bulletin,
12(Spl.6), 7052—-7074.

Dr. B. Mahammad Rafee , Prof. Vijayalaxmi Ramesh, Dr. S. Jaber Asan , Dr. Amzad Basha Kolar,Mr. S.
Mohammed Zaheed . (2022). A Survey on Implications of Cashless Payments on the Spending Patterns of
Urbanites in the Era of Digital India. International Journal of Early Childhood Special Education (INT-JECS),
14(7),2040-2048. https://doi.org/10.48047/INTJECSE/V1417.289

Dr.B.Mahammad Rafee , Dr. Amzad Basha K ,Dr. S.Kareemulla Basha , Dr.C.B. Mohamed Faizal. (2021).
Impact of Covid-19 on Agricultural Operations in India: An Overview. Turkish Online Journal of Qualitative
Inquiry (TOJQI), 12(3), 785-797.

Dr.B.Mahammad Rafee , Dr. Amzad Basha K, Dr. S.Kareemulla Basha , Prof. RY Naidu. (2021). Village
Volunteer System amidst corrupt practices in Indian states with special reference to State of Andhra Pradesh.
Parishodh Journal, 10(6), 38-51.

Hidhayathulla, D., & Rafee.B, M. (2014). Relationship between Crude oil price and Rupee, Dollar Exchange
Rate: An Analysis of Preliminary Evidence. /OSR Journal of Economics and Finance, 3(2), 01-04.
https://doi.org/10.9790/5933-03220104

M Basha, AP Singh, M Rafi, MI Rani, NM Sharma. (2020). Cointegration and Causal relationship between
Pharmaceutical sector and Nifty—An empirical Study. PalArch’s Journal of Archaeology of Egypt/Egyptology,
17(6), 8835-8842.

Page 11 of 6


https://doi.org/10.48047/INTJECSE/V14I7.289
https://doi.org/10.9790/5933-03220104

Mahammad Rafee and Arya Kumar.,/1JSSC.Vol 1 (1): 2024,PP: 8-12 ISSN:2584-2714

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

B Mahammad Rafee, A Hidhayathulla. (2015). Relationship between International Crude Oil Price And The
Inflation Rate (Cpi) In India From 2011 To 2014. International Journal of Advance Researach, 3(5),242-250.
http://www.journalijar.com/uploads/864 1JAR-5659.pdf

B Mahammad Rafee, S Mohammed Zaheed, R Mohammed Ali, S Jaber Asan, A Abdul Raheem, R Sadique
Ahmed. (2022). A Moral Obligation of Health Care Service for Non-Covid Patients: A Reviews. Journal of
Positive School Psychology, 6(2), 6060—6069.

B Mahammad Rafee, S Mohammed Zaheed, Y Shoba Devi, Jaber Asan, A Ahamed Jakith, R Sadique Ahamed,
Vijayalaxmi Ramesh. (2023). A RISE OF HYDROPONICS THE FUTURE URBAN FARMING AND
SUSTAINABILITY OF AGRICULTURE-AN OVERVIEW. Journal of Research Administration, 5(2), 8325—
8336.

B Mahammad Rafee, Vijayalaxmi Ramesh, R Mohammed Ali, M Shahul Hameed, Ahamed Jakith, K Sankar.
(2023). Addiction of Students through usage of Smart Phone and its Impact on Human Resources in India: A
Preliminary Survey. Journal of Pharmaceutical Negative Results, 14(3), 1619-1643.

Ms.PoojaRay, Dr.Mahammedrafee, Dr. Mohamad Arif Pasha. (2020). An Empirical Study On Employees
Productivity Enhancement Against Digital Factors At Design Mentors, Bangalore. Lnternational Journal of
Innovative Research in Management Studies (IJIRMS), 4(11), 142-150.
http://ijirms.com/downloads/29072020180720-188.pdf

Ms. Kajal Jaiswal, Dr. Mahammad Rafee, Dr. Mahammad Arif Pasha. (2020). A Study To Understand The
Problem Of PatientS Gratification Level With The Existing Healthcare Services In Bangalore. International
Journal of Innovative Research in Management Studies (IJIRMS), 4(12), 40-50.
http://ijirms.com/downloads/0808202002082020-1.pdf

Ambika, Dr.Mahammad Rafee, Dr.Mohammed Arif Pasha. (2020). A Study On Impact Of Artificial Intelligence
In Financial Services Of Private Banks In Bangalore. IOSR-JEF, 11(4), 34—38. http://www.iosrjournals.org/iosr-
jef/papers/Voll1-Issue4/Series-6/E1104063438.pdf

Bhargav N, Prof.Sneha Singh,Dr. Mahammad Rafee. (2020). A Study on Occupational Stress among the
Doctor’s in Private Sector Hospitals at Bangalore Urban District. /OSR-JBM, 22(8), 9—15.
http://www.iosrjournals.org/iosr-jbm/papers/Vol22-issue8/Series-7/B2208070915.pdf

B.Mahammad Rafee, Prof. Saleena desai, prof.sneha singh. (2020). Impact Of GST (Goods And Service Tax)
And Economic Growth In India. Purakala, 31(11),95-102.

Dr.B.Mahammad Rafee. (2020). THE IMPACT OF GST (GOODS AND SERVICE TAX) IN INDIA-A
SPECIAL REFERENCE TO RESTAURANTS BUSINESS IN INDIA. International Journal of Technical
Research and Science, 5(2), 19-23.

Angel Chakraborty Sneha Singh M. Gurusamy Mahammad Rafee. (2020). An Empirical Study on Green
Marketing from the Indian Consumer Perspective with Special Reference to Bengaluru. TEST-Engineering and
Management, 83(1), 8559—-8571. http://testmagzine.biz/index.php/testmagzine/article/view/5189/4188

Dr.B.Mahammad Rafee. (2020). THE IMPACT OF GST (GOODS AND SERVICE TAX) IN INDIA-A
SPECIAL REFERENCE TO RESTAURANTS BUSINESS IN INDIA. International Journal of Technical
Research and Science, 5(2), 19-23.

Dr.B.Mahammad Rafee, Dr.Gurusamy, Dr.Gunaseelan. (2020). Emergence of E-Finance — Opportunities and
Challenges in India . Journal of Interdisciplinary Cycle Research, 11(12), 147-157.

Dr.B.Mahammad Rafee, Dr.A.Hidhayatulla. (2019). A Survey on Empirical Literature Relating To Oil
Economics. /OSR Journal of Humanities and Social Science (IOSR-JHSS), 24(10), 66—78.

Page 12 of 6


http://www.journalijar.com/uploads/864_IJAR-5659.pdf
http://ijirms.com/downloads/29072020180720-188.pdf
http://www.iosrjournals.org/iosr-jef/papers/Vol11-Issue4/Series-6/E1104063438.pdf
http://www.iosrjournals.org/iosr-jef/papers/Vol11-Issue4/Series-6/E1104063438.pdf

