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I.INTRODUCTION

The rise of digital currencies, including decentralized cryptocurrencies and Central Bank
Digital Currencies (CBDCs) like India's Digital Rupee (ez), marks a significant shift in the

global financial landscape. For India, with its growing digital economy and emphasis on
financial inclusion, this presents both opportunities and challenges in terms of
implementation and regulation. Money has evolved from barter to coins and paper currency,
now moving into the digital age, fulfilling three core functions: medium of exchange, unit of
account, and store of value. Digital currencies, including stablecoins, cryptocurrencies, and
CBDCs, are gaining traction globally, blending private electronic wallets with a sovereign-
backed approach. While stablecoins and cryptocurrencies facilitate exchanges between
individuals and entities, CBDCs are issued and supported by central banks.

Il. THE RISE OF DIGITAL CURRENCIES

The rapid rise of digital currencies stems from numerous benefits, including lower
operational costs related to cash management, enhanced financial inclusion, faster and
more convenient payments, 24/7 availability, improved settlement efficiency, and easier
cross-border transactions.A key advantage of digital currencies is their potential to boost
financial inclusion by breaking down socio-economic barriers and addressing connectivity
challenges. This encourages greater participation from underserved populations in the
financial system. Coupled with conditional anonymity similar to cash, this shift towards
cashless transactions is likely to spur payment innovations and foster a more inclusive
financial landscape.India's Central Bank Digital Currency (CBDC), the Digital Rupee (e3), is

a sovereign currency issued by the Reserve Bank of India, offering trust, liquidity, settlement
finality, and integrity. Launched in late 2022 for both wholesale and retail, it serves as a
seamless, ubiquitous, and anonymous payment mode.According to the International
Monetary Fund, India is among the leaders in CBDC development. Embracing CBDC could
relieve India of significant costs associated with currency printing, distribution, and
storage—around INR 4,984 Cr from April 2021 to March 2022—and align with its

Assistant Professor, Sadhu Vaswani Institute of Management Studies for Giris (SViMS), Pune,
Maharashtra, india.

DOI: 10.17697/ibmrd/2026/v15i1/174519 www.ibmrdjournal.in



IBMRD'S JOURNAL OF MANAGEMENT AND RESEARCH 137

Environmental, Social, and Governance (ESG) goals to reduce carbon footprint.
[ll. CREATOR OF ECONOMIC OPPORTUNITIES FOR COUNTRIES

CBDCs, due to their digital format, can enhance transaction efficiency by reducing
settlement times. This leads to quicker payments, stimulating economic activity and growth.
They also offer a cost-effective alternative for international transactions. Cross-border
payments are a key focus for the G20, with the Financial Stability Board recognizing that
many central banks are developing CBDCs to address the challenges of international
transactions, including lengthy procedures and strict compliance checks linked to
correspondent banks and time zones. By enabling financial institutions identified by the RBI
to streamline processes, CBDCs help mitigate counterparty risks and expedite transactions.
They also simplify transactions in government securities and facilitate international forex
trade. As economies evolve, over 93% of global central banks are experimenting with CBDC
implementation.

V. GLOBAL TRENDS IN DIGITAL CURRENCIES

Nearly 114 countries are exploring Central Bank Digital Currencies (CBDCs), with the
Bahamas, Jamaica, and Nigeria already issuing their own. The Bahamas' Sand Dollar,
launched in 2019, aims to provide banking access to the unbanked population. Over 130
countries are researching CBDCs, driven by the need for payment efficiency, financial
inclusion, financial stability, and maintaining monetary sovereignty, with central banks
considering various design options for both retail and wholesale CBDCs. As of 2024, over
560 million people are using cryptocurrencies, and institutional investors are increasingly
recognizing digital assets as essential parts of their portfolios, particularly as regulatory
frameworks become clearer. This trend is driving improvements in infrastructure to support
institutional needs. Stablecoins, pegged to reserve assets, are becoming vital for payments
and remittances, even surpassing traditional payment networks in volume, though they are
facing increased regulatory scrutiny for transparency and stability. CBDCs and stablecoins
are expected to revolutionize cross-border payments by reducing costs and boosting
efficiency, with collaborations among central banks and financial institutions exploring multi-
CBDC platforms to advance international transactions significantly.

V. INDIA'S DIGITAL CURRENCY POLICY LANDSCAPE: BALANCING INNOVATION,
REGULATION, AND FINANCIAL SOVEREIGNTY.

India's approach to digital currency is characterized by a nuanced and evolving policy, with
the government showing a clear preference for Central Bank Digital Currency (CBDC) while
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maintaining a cautious stance toward private cryptocurrencies. Tlie Reserve Banic of India
(RBI) plays a pivotal role in this landscape, actively pursuing the development and rollout of
the Digital Rupee (e?) as its sovereign digital currency. The Digital Rupee aims to enhance

efficiency, financial inclusion, and currency management, offering a promising future for
India's digital economy.

However, the RBI has expressed significant concerns that private cryptocurrencies could
undermine financial stability and monetary policy. As a result, it advocates for stringent
regulation or even a ban on these assets, despite the Supreme Court overturning a previous
RBI prohibition on banks dealing with crypto.Policy initiatives, such as the Union Budget
announcements, reflect this dual approach. The 2022 budget officially announced the
launch of the Digital Rupee, aligning perfectly with the broader 'Digital India' and ‘Make in
India’ campaigns. This provides a fertile ground for the adoption and development of digital
payments. With a focus on promoting cashless transactions and leveraging the India Stack
for widespread reach, the Digital Rupee embodies the government's vision for a digitized
and financially inclusive economy.

As a major global economy and former G20 president, India has actively engaged in
international cooperation to help shape a coordinated global framework for digital currency
regulation. During its G20 presidency, India emphasized the need for a harmonized global
approach to address the risks posed by crypto-assets, echoing concerns raised by
organizations such as the International Monetary Fund (IMF) and the Financial Stability
Board (FSB). The IMF, through its research and virtual handbook on CBDCs, has also
influenced India's policy by providing insights on design considerations, risk management,
and the macro-financial implications of digital currencies, further solidifying India's
commitment to a centrally controlled digital currency ecosystem.The economic landscape
for digital currencies in India presents a unique blend of transformative opportunities and
critical considerations for the current financial system. The Reserve Bank of India's (RBI)
introduction of the Digital Rupee (e?) is expected to have a profound effect on various

aspects of the Indian economic framework. This innovation not only aims to streamline
banking transactions and modernize payment systems but also seeks to enhance the overall
efficiency of financial services across the country.One of the primary effects of the e? is the
anticipated increase in competition for traditional banks. As financial technology (fintech)
companies continue to emerge and innovate, traditional banks will need to rethink and adapt
their business models to remain competitive. This could involve integrating advanced digital
solutions or altering service delivery mechanisms to meet the changing expectations of
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consumers in a more digitally sawy environment.

VI. ECONOMIC IMPACT AND FINANCIAL INCLUSION THROUGH THE DIGITAL
RUPEE: ADVANCING INDIA'S MONETARY ECOSYSTEM

From a macroeconomic management perspective, the e?is designed to provide the RBI with

enhanced flexibility and precision in executing monetary policy. By using digital currency, the
RBI can more effectively control the money supply, regulate inflation, and respond promptly
to shifts in the economic landscape. This adaptability could lead to a more resilient economic
framework capable of withstanding shocks and fluctuations.One of the significant economic
advantages of the Digital Rupee is the potential to drastically reduce transaction costs. By
removing the need for intermediaries and minimizing the operational expenses linked to
physical cash management—such as printing, transportation, and secure storage—the e?

could contribute to substantial cost savings across the economic spectrum. This efficiency is
likely to benefit both consumers and businesses alike.

Furthermore, the traceability inherent in Central Bank Digital Currencies (CBDCs) and their
reliance on advanced digital ledger technology herald a new era of transparency in financial
transactions. This increased transparency can serve as a powerful tool in the fight against
illicit financial activities, such as money laundering and tax evasion, by creating a digital trail
that is more difficult to obscure.Crucially, the Digital Rupee—especially in its retail
form—holds promise as a vehicle for financial inclusion. By offering accessible digital
payment solutions, the e? can empower unbanked and underbanked populations,

particularly in rural and remote areas, to engage with the formal economy. Enhanced access
to digital payments could drive economic participation, enable savings, and facilitate a
broader array of financial services, ultimately contributing to more inclusive economic
growth.Overall, the introduction of the Digital Rupee represents not just an evolution in the
use of currency but a pivotal moment in the advancement of India's financial ecosystem, with
the potential to reshape economic interactions for the better. Advancements in digital
currency, such as reduced costs and increased inclusion, directly influence social outcomes
by boosting public trust, enhancing financial literacy, and bridging digital divides across
demographics and regions.

VII. SOCIAL DYNAMICS AND INCLUSION IN DIGITAL CURRENCY ADOPTION IN INDIA

Social factors play a crucial and multifaceted role in shaping the adoption and impact of
digital currency in India, revealing a landscape brimming with both exciting opportunities and
significant challenges. The burgeoning public trust in digital forms of money—stimulated by
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the groundbreaking success of the Unified Payments Interface (UPI) and an array of
dynamic digital payment platforms—highlights an evolving financial ecosystem that is
increasingly becoming integral to everyday transactions. These platforms have not only
demonstrated reliability and unparalleled convenience but have also established robust
security measures, thus instilling a tangible confidence in the realm of digital transactions.
Yet, amid this progress, there remains an urgent imperative to bolster confidence in the
stability and security of emerging digital currencies, particularly the electronic rupee (e3).

This effort is vital for engaging a broader swath of the population that has traditionally
depended on the concrete reassurance of physical cash for their financial dealings.This
scenario underscores the paramount importance of initiatives focused on enhancing
financial and digital literacy. Comprehensive educational programs are essential not just for
awareness but for fostering a deep-rooted trust and confidence in the innovative landscape
of digital currencies. A substantial segment of the Indian populace—especially those
residing in rural areas or economically disadvantaged communities—lacks the foundational
understanding of digital financial tools and the sophisticated technology that underpins
them. Therefore, swift and effective action is necessary to bridge this critical knowledge gap
and empower these individuals.Furthermore, digital currency, especially the retail Central
Bank Digital Currency (CBDC), harbors immense potential to act as a powerful catalyst for
financial inclusion. It stands to provide a more accessible and cost-effective alternative to
traditional banking systems, particularly for individuals who lack formal bank accounts or
experience difficulties in accessing physical bank branches. This potential opens up exciting
possibilities for a more equitable digital finance landscape in India. India's unique
demographic landscape adds another layer of complexity to this narrative. With a vast and
vibrant young population—characterized by their tech-savvy nature and a palpable
eagerness to embrace digital innovations—there is a natural momentum towards adopting
digital payment methods and understanding the intricate nuances of digital currencies.
However, the older generation faces significant hurdles in technological adoption, often
grappling with lower levels of digital literacy. Addressing this segment requires targeted
educational initiatives and the creation of intuitive, user-friendly interfaces to ensure that
every individual, regardless of age or digital proficiency, can actively participate in this
transformative digital revolution.

Social acceptance of digital currency hinges on robust technology—secure blockchain
infrastructure, strong cybersecurity, and reliable digital networks—especially in Tier Il & IlI
cities to support diverse, digitally evolving demographics.
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VIIl. TECHNOLOGICAL FOUNDATIONS FOR THE DIGITAL RUPEE: CREATING
SECURE, SCALABLE, AND INCLUSIVE INFRASTRUCTURE FORNATIONWIDE USE

Technological factors are pivotal for the successful development and widespread adoption
of digital currency in India. At the core of this transformation is the Blockchain and Distributed
Ledger Technology (DLT), which underpins the Digital Rupee (e3) and various other digital

assets. This technology provides a strong and secure framework for conducting
transactions, ensuring transparency and reliability. However, implementing this advanced
technology is not merely about financial investment; it also requires substantial commitment
to acquire specialized expertise and develop scalable solutions tailored to India's unique
needs. Organizations must build teams proficient in blockchain technology and digital
finance to navigate this complex landscape effectively. Cybersecurity plays a crucial role in
this journey. Ensuring rigorous data protection measures is essential for fostering public trust
and safeguarding sensitive financial information from increasingly sophisticated cyber
threats. As digital payment systems evolve, they face continuous challenges in maintaining
security. Thus, investing in advanced cybersecurity protocols and regular system audits is
vital to counter these threats. Another significant advantage of the ez is its potential

interoperability with established payment systems like the Unified Payments Interface (UPI).
UPI is a globally recognized success story for facilitating real-time payments, and its
seamless integration with the Digital Rupee can dramatically enhance its adoption. By
tapping into UPI's extensive user base and robust merchant network, the Digital Rupee can
gain traction much more quickly, making digital transactions more accessible to the general
population. Nonetheless, the success of this digital currency initiative is heavily reliant on
strengthening the digital infrastructure in India’s Tier Il and lll cities, as well as rural areas.
Bridging the digital divide is crucial; thus, enhancing internet connectivity is paramount. This
includes improving broadband access and mobile network coverage, as well as ensuring
that affordable smartphones are available to a broader segment of the population.
Furthermore, a stable power supply is essential for the operation of digital infrastructure,
making it imperative to invest in energy solutions that provide reliability in these regions. By
addressing these critical factors, India can fully unlock the potential of digital currency,
promoting greater financial inclusion across its diverse demographic landscape. In doing so,
the country can empower its citizens with easier access to financial services, drive economic
growth, and foster innovation in the digital economy.

Robust digital infrastructure and secure technologies, such as blockchain, not only facilitate
the seamless adoption of digital currency but also diminish reliance on paper currency,
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thereby promoting environmentally sustainable and low-carbon financial systems.

IX. GREENING THE FUTURE: THE ENVIRONMENTAL IMPACT AND SUSTAINABILITY
POTENTIAL OF THE DIGITAL RUPEE IN INDIA

The environmental implications of digital currency in India present a multifaceted landscape
that deserves careful examination. One of the most significant benefits of transitioning to
digital currency, particularly with the introduction of the Digital Rupee (e3), is the substantial

reduction in the reliance on paper currency. The production, transportation, and disposal of
physical banknotes and coins contribute notably to carbon emissions and resource
depletion. By adopting the ez widely, India can significantly diminish its carbon footprint,

aligning with global sustainability initiatives aimed at conserving natural resources and
minimizing waste.However, it is essential to address the energy consumption associated
with the technology that underpins digital currencies. Private cryptocurrencies, such as
Bitcoin, rely on a proof-of-work mining protocol that consumes considerable amounts of
energy, raising concerns about their environmental footprint. In contrast, the ez, being a

central bank digital currency (CBDC), is likely to leverage more energy-efficient distributed
ledger technologies (DLTs) or potentially centralized systems. This design choice is critical in
mitigating environmental impacts, as it suggests that the energy usage of the ez would be

markedly less than that of decentralized cryptocurrencies. Nevertheless, it is important to
recognize that any new digital infrastructure, regardless of its design, will still require energy
resources to operate effectively.Furthermore, the initiative to implement digital currency in
India holds the promise of promoting sustainable financial systems. Beyond merely
alleviating the environmental impact associated with physical cash, the ez could pave the

way for green finance initiatives. By providing more transparent and efficient digital payment
channels, the Digital Rupee may facilitate investments in renewable energy projects and
other environmentally friendlyendeavours. This holistic approach not only addresses
immediate environmental concerns but can also catalyse a broader shift towards a more
sustainable economic landscape in India, ultimately supporting both financial innovation and
ecological preservation.The environmental implications of digital currency in India present a
multifaceted landscape that deserves careful examination. One of the most significant
benefits of transitioning to digital currency, particularly with the introduction of the Digital
Rupee (e3), is the substantial reduction in the reliance on paper currency. The production,

transportation, and disposal of physical banknotes and coins contribute notably to carbon
emissions and resource depletion. By adopting the ez widely, India can significantly diminish
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its carbon footprint, aligning with global sustainability initiatives aimed at conserving natural
resources and minimizing waste.However, it is essential to address the energy consumption
associated with the technology that underpins digital currencies. Private cryptocurrencies,
such as Bitcoin, rely on a proof-of-work mining protocol that consumes considerable
amounts of energy, raising concerns about their environmental footprint. In contrast, the ez,

being a central bank digital currency (CBDC), is likely to leverage more energy-efficient
distributed ledger technologies (DLTs) or potentially centralized systems. This design choice
is critical in mitigating environmental impacts, as it suggests that the energy usage of the ez

would be markedly less than that of decentralized cryptocurrencies. Nevertheless, it is
important to recognize that any new digital infrastructure, regardless of its design, will still
require energy resources to operate effectively.Furthermore, the initiative to implement
digital currency in India holds the promise of promoting sustainable financial systems.
Beyond merely alleviating the environmental impact associated with physical cash, the ez

could pave the way for green finance initiatives. By providing more transparent and efficient
digital payment channels, the Digital Rupee may facilitate investments in renewable energy
projects and other environmentally friendlyendeavours. This holistic approach not only
addresses immediate environmental concerns but can also catalyse a broader shift towards
a more sustainable economic landscape in India, ultimately supporting both financial
innovation and ecological preservation.

As digital currency advances sustainability by minimizing paper consumption and
implementing energy-efficient systems, it concurrently necessitates the establishment of
comprehensive legal frameworks to regulate data privacy, ensure transaction legitimacy,
address taxation concerns, and delineate its differences from private cryptocurrencies.

X. THE EVOLVING LEGAL LANDSCAPE OF DIGITAL CURRENCY IN INDIA:
RECOGNITION, REGULATION,AND COMPLIANCE

India's legal framework for digital currency is still evolving, marked by a clear distinction inthe
legal recognition of CBDC versus private cryptocurrencies. The Digital Rupee (e%) issued by

the RBI is recognized as legal tender and is fully backed by the government, operating within
a formal and regulated structure under the central bank's purview. In contrast, private
cryptocurrencies like Bitcoin and Ethereum, while not explicitly banned, are not recognized
as legal tender and operate in a regulatory grey area. The government's stance has been
cautious, with the "Cryptocurrency and Regulation of Official Digital Currency Bill, 2021"
proposing a ban on private cryptocurrencies while facilitating CBDC, though this bill has not
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yet been passed. If this bill is enacted, it could significantly impact the digital currency market
in India, potentially leading to a shift towards CBDC and affecting the value and use of private
cryptocurrencies. Data privacy is a paramount concern, and the recently enacted Digital
Personal Data Protection Act, 2023 (DPDP Act), though not yet fully operational, is set to
significantly impact digital currency transactions. This Act mandates stringent requirements
for data fiduciaries regarding consent, data retention, security safeguards, and breach
notifications, ensuring greater protection for personal data involved in digital transactions,
including those related to the ez. The DPDP Act's influence on digital currency transactions is

a key aspect to be aware of in the evolving landscape of digital currency
regulations.Furthermore, taxation rules and compliance for virtual digital assets (VDASs),
including cryptocurrencies, have been clarified through the Union Budget 2022. A flat 30%
taxis levied on income from the transfer of VDAs, with no deductions allowed except the cost
of acquisition. Additionally, a 1% Tax Deducted at Source (TDS) is applicable on VDA
transactions exceeding certain thresholds. These taxation rules could significantly impact
the financial returns from digital currency transactions, potentially influencing the investment
and use of digital currencies in India. This taxation, while providing revenue for the
government, does not equate to full legal recognition as currency, reinforcing their
classification as assets for tax purposes. These legal developments and the continuous
evolution of regulations aim to provide clarity, mitigate risks associated with illicit finance,
and establish a robust framework for India's digital currency ecosystem.

XI. CONCLUSION

The introduction of Digital Currency in India, especially the Central Bank Digital Currency
(CBDC) or ez (Digital Rupee), signifies a significant transformation in the country's monetary

system. To grasp the success of digital currency, particularly the CBDC, it is essential to
conduct a thorough analysis of the macro-environmental factors at play. A PESTEL
analysis—an effective tool—offers a structured approach to understanding the complex
interactions among political, economic, social, technological, environmental, and legal
factors that shape the digital currency landscape.
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