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Johannes Beermann
Back to the roots:
cash and its core functions

Johannes Beermann
Member of the Executive Board of Deutsche Bundesbank

1 Introduction

Good morning ladies and gentlemen,

Itis a great pleasure to welcome you to this year's International Cash Conference.
As the member of the Executive Board of the Deutsche Bundesbank responsible for
cash management, | am particularly delighted to see the active research agenda
that all of you are pursuing in the field of cash. This made it both difficult and easy
for us to put together this year’s programme. Easy because we had many contri-
butions to choose from, and who doesn't like choice? Difficult because who said
that making choices was easy?

I would like to thank all of my colleagues from the Directorate General Cash Man-
agement who have helped organise this event or who are taking part as presenters.
Also, | would like to wish a particularly warm welcome to our keynote speakers,
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Lars Feld and Bill Maurer. We greatly value the insights that you are bringing to this
year's conference and | look forward to being part of the discussion with you in
the panel soon.

Today's first session especially benefits from the contributions of our guest of hon-
our, De Nederlandsche Bank. The Dutch central bank is one the leading institutions
with regard to research in the field of cash management in the Eurosystem and |
look forward to hearing more about the various links between research and oper-
ational aspects. No doubt, there is currently a rather active strand of research into
distributed ledger technologies and various forms of digital money.

This interest is no longer confined to “quirky” IT start-ups. Central banks and in-
ternational organisations are increasingly forming innovation labs to better un-
derstand how these technologies could be of “use to the greater public”. So far,
these endeavours have been largely confined to conceptual proofs of concept and
explorative, mostly theoretical considerations. But they are important, and research
into cash is bound to benefit from these insights as well: The closing session on
Thursday will give us a first glimpse of the neurometrics applied to banknote design
and the potentially digital future of cash.

As exciting as these new technologies may be, a key insight that | have taken away
from the discussions | have had over the last couple of years in my role is that
people care a lot about the coins and banknotes they keep in their pockets. Cash

is something that everyone understands and has a view on.

Research, of course, has to go beyond mere expressions of opinion. Central bank-
ers and researchers in the area of cash need to understand the fundamental drivers
of cash circulation and establish microeconomic evidence on cash usage. Cash
passed the conceptual stage centuries ago. It has been around ever since. Cash is

the only legal tender and, as such, it forms the basis for its cashless alternatives.
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Going “all cashless” without the backing of a national unit of account is difficult to
imagine. There always has to be the option to convert deposits into legal tender and
the other way around. That is why research on cash is at least as relevant as ever. In a
way, this means going back to the roots and asking the fundamental questions. As the
title of this year's conference suggests, we are living in the age of payment diversity.
Diversity is actually a concept derived from sociology. It implies that you recognise
individual characteristics and allow for the inclusion of a range of people or objects.

Cash has several of those unique characteristics which greatly add to the diversity
of existing payment instruments. First and foremost, cash is money because it fulfils
fundamental macroeconomic functions. It acts as a store of value, a medium of ex-
change and a unit of account. Let us briefly go through these well-known textbook
functions in turn to see what they imply with respect to cash usage.

2 Cash as a store of value

Ladies and gentlemen,

As we will be talking over the next couple of days about cash usage in different
countries, allow me to set the scene a little bit for Germany. Central banks “make
money” in quite the literal sense. The physical banknotes we produce are our main
output and, as such, straightforward to measure. The value of euro banknotes in
circulation is growing in line with, but faster than, aggregate production in the
euro area. By the end of 2018, total banknote circulation exceeded 1.2 trillion

euros, and it is still on the rise.

Just like any other commodity, cash gets around. It crosses borders and switches
hands. A considerable chunk leaves the euro area altogether. At the end of the
day, about one-quarter of the total value of banknotes in circulation remains in
Germany, which is roughly in line with the domestic economy’s share of aggre-

gate euro area output.
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Of course, households use cash for transactions, but they use it even more so as a
store of value. Our estimates for Germany suggest that around three out of four bank-
notes held domestically end up under the proverbial mattress or—perhaps for greater
security—in a safe deposit box. The relatively high importance of the store-of-value
function of cash has remained largely unchanged since the introduction of the euro as

legal tender. German households value the existence of a safe and liquid asset.

Cash is especially reliable in that regard, and in an environment of low interest
rates, the opportunity costs of holding this asset decrease. While credit institutions’
cash holdings are increasing, reflecting special monetary policy effects, we need to

see matters in perspective:

— Banks’ additional cash holdings in Germany since 2015 amount to 22 billion eu-
ros, or relative to current cumulative net issuance by the Bundesbank, about 3%.

— This leaves 97% of banknotes in circulation for foreign demand, use as a do-
mestic store of value by households or overall domestic transactions demand.

3 Cash as a means of payment

Ladies and gentlemen,

That leads us directly to the second main function of cash, which is making pay-
ments.Cash is unique in that it is the only means of payment which is non-elec-
tronic. This limits its typical use to point-of-sale transactions, where cash usage in
countries such as Germany, Austria, Spain and Italy continues to be high by inter-
national standards.Evidence for the euro area as a whole suggests that, in 2016,
cash payments accounted for more than half of the total value of euro payments

at the point of sale.! Payment technologies are continuing to evolve. The rise of

1 H. Esselink and L. Herndndez (2017), The use of cash by households in the euro area, ECB Occasional
Paper Series, No. 201, November 2017.
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contactless payments and what are known as stable coins are likely to shake up the
relative shares of payment instruments even further. Does this mean that house-

holds are willing to give up cash as a means of payment altogether?

The empirical evidence | have seen and the conversations | have had do not leave
me with that impression. One reason which frequently comes up is concerns over

the protection of personal privacy.

— People want to carry out a certain number of transactions without leaving a
trace, making sure businesses and other institutions cannot “connect all of the
dots at all times”.

— In my view, this has nothing to do with potentially “shady activities"—maintai-
ning a certain level of personal privacy is a basic human desire.

Leaving the numerous and still open questions concerning operational aspects to
one side, | therefore do not believe that stable coins such as Libra have the power

to crowd out cash altogether any time soon.

Still, and in keeping with the spirit of diversity, | do see potential benefits behind
such new payment instruments. Those relate, in particular, to the segment of per-
son-to-person payments, or P2P transactions. | find it remarkable that cash domi-
nates to such an extent when it comes to payments between individuals, such as
in-home services and giving money to relatives, friends, churches or other charity

organisations.

— Our latest payments study suggests that 93% of the value of all P2P transac-
tions in euro was attributable to cash payments.?

2 Deutsche Bundesbank (2018), Payment behaviour in Germany in 2017—fourth study of the utilisation
of cash and cashless payment instruments.
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This may also reflect the still fragmented payments landscape in Europe. To date,
cash remains the one truly universal means of payment when it comes to P2P
transactions in the euro area. But again, we have to see matters in perspective: the
total amount of P2P cash transactions in euro is fairly small, amounting to about

4% of all cash payments in the euro area.?

4 Cash as a unit of account

Ladies and gentlemen,

Cash increases the diversity of payment instruments by offering several unique
features: it is tactile and does not require any technical equipment. It is this haptic
nature of cash which, in my view, is an important element of ensuring financial
inclusion. Cash as a means of payment is easily understood across the genera-
tional divide. To me, this is closely associated with the third core function of cash,
which is serving as a unit of account. Universally accepted currencies are not a
new phenomenon: be it gold during the gold standard, the pound sterling during
the Industrial Revolution or the US dollar to this day, all have served as major inter-
nationally accepted units of account. Households value currencies they can count
on and, more importantly, count with. There is arguably an important element of

economic education underlying physical legal tender.

— We all have grown up playing board games, exchanging and counting paper

money with our hands.

Cash bridges generations. When we at the Deutsche Bundesbank open our doors
to the general public as part of our efforts to inform people about the tasks we

perform within the Eurosystem, the display of actual cash and gold at our stalls

3 H. Esselink and L. Herndndez (2017), The use of cash by households in the euro area, ECB Occasional
Paper Series, No. 201, November 2017.
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attracts visitors both young and old. These physical items serve as the first point of
entry into the often abstract world of monetary policy. But, how is the increasingly
widespread use of e-wallets and mobile payment apps impacting on households’
financial literacy? Are children still able to grasp the educational aspect of cash in

an increasingly digitalised payments landscape?

— After all, there may be parallels to the digital transformation of the reading ex-
perience. Research suggests that readers retain less information from e-books
than from traditional paper books.

— | feel these are relevant questions which deserve further investigation, and |
would urge all of you, too, to look into these at future meetings of the Inter-

national Cash Conference.

5 Conclusion

Ladies and gentlemen,

Money is what money does. Based on the core functions of money, cash is money.
That is not to say that there cannot and will not be other forms of money. True
diversity implies co-existence. Cash has unique features which point towards its

continued high usage in the euro area.

— Ascentral bankers, it is our task to always maintain the public’s trust in euro cash.
— As researchers, we need to understand the core functions of money in the
digital era.

Cash is the natural starting point and the relevant benchmark in comparisons with
other payment instruments. | now look forward to having fruitful discussions with
all of you. | hope you have a great time at the conference here in Munich and are
able to exchange many valuable insights and ideas.

Thank you.
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The Future of Cash

Coen Voormeulen
De Nederlandsche Bank

Thank you Dr. Johannes Beermann for your kind introduction. We really appreciate
your invitation as this year’s guest of honour.

The theme of the conference is “cash in the age of payment diversity”. Indeed a
well-chosen motto, reflecting the spirit of the times. All of us are aware that cash
is losing ground to a variety of digital payments and is therefore facing changes.
The future of cash is a frequently heard topic, and | will share some of our thoughts
about the strategic steps we are taking to manage the decline of cash.

Looking at the use of cash in the Netherlands at Points of Sale (POS), it is clear that
it is declining fast. The popularity of electronic payments, particularly in their most
recent form as contactless payments, has resulted in an average cash use at POS
of 37% last year (Figure 7). In Germany the equivalent percentage is much higher,
close to 80% (Figure 2).
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Cash and card usage in the Netherlands at POS Figure 1
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Connecting cash and card usage in Germany Figure 3
and the Netherlands
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The latter is often seen as related to cultural factors, e.g. that German citizens
attach more importance to privacy and hence attach a high importance to cash:
cash is freedom. Although this may be true, | expect that the developments in the
Netherlands will also happen in Germany. If we put the graphs of the two countries
alongside each other (Figure 3), it suggests that Germany will follow trends in the
Netherlands, albeit just a few years later. The reason for this is that the decline of
cash seems to be related to the digitalization of countries. Comparing the so-called
DESI-index for digitalization shows an inverse relationship with the use of cash
(Figure 4). This inverse relationship is even stronger when cash use and internet
penetration are compared (Figure 5). So unless Germany does not increase its level

of societal digitalization, cash use there will also see a sharp decline.

De Nederlandsche Bank (DNB) considers that cash has an important role in society,
even if its use is in decline. Therefore, the cash infrastructure should continue to

function properly. In general, people should have a choice how they want to pay
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Digitalization of several countries according to the DESI-index Figure 4
comparing DESI index with cash usage (2016)
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at the POS, either by cash or card. | fear, however, that public authorities taking a
wait and see attitude will heighten the risk that cash will disappear. Why is that?

First of all: the fact that 37% of POS transactions are paid in cash does not mean
that every person pays for roughly 37% of their transactions in cash. There are
wide differences between different user groups. We can distinguish four groups:
the cashless user, the hybrid user, the cash lover and the digitally incapable:

— Cashless users are mostly younger people who almost exclusively pay by card.
They consider that more practical (no wallet is necessary to carry the cash). More-
over, they look at money in a different way than older generations: older people
see cash as their money and the bank account as a way to store it. Younger
people regard the bank account as their money and cash as a way to use it. For
them, withdrawing cash from an ATM is already a way of spending their money.
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Cash usage versus internet penetration for several countries Figure 5

Source: High internet use and state support help countries ditch cash. The economist. 1 August 2019.

— Hybrid users use both cards and cash, depending on what they consider prac-
tical in a particular situation. | consider myself a hybrid user, and the reality is
that | pay increasingly by card.

— Cash lovers are people who attach a lot of importance (e.g. for privacy reasons)

to pay by cash.
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Four different types of cash users Figure 6

— The digitally incapable are people who find it difficult to use cards, maybe
because they are unable to remember their PIN code or to use cards due to a
physical handicap.

Figure 6 shows how the use of cash by these groups could evolve over time. The
issue at hand is whether cash would decline to a level that is still sustainable over
the longer term, or whether the fixed costs of such a level would make cash in fact
too expensive.

If we look at how the size of the cash infrastructure is evolving, in terms of the
number of ATMs, we can see that over the last couple of years the number of

ATMs has declined at a lower rate than cash use. In the Netherlands we are cur-
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rently seeing a steeper decline in the size of the infrastructure. The reason for this
is that the three major banks covering more than 80% of bank ATMs in the coun-
try have decided to merge their ATM networks into one consolidated network:
Geldmaat. This enables the banks involved to reduce the number of ATMs sub-
stantially, without reducing the service levels for their customers. This is because
the number of locations of ATMs stays roughly the same, but the number of ATMs

in one location declines.

De Nederlandsche Bank has supported this operation because it reduces costs
without reducing the level of service. The remaining number of ATMs is still suf-
ficient. There is a question mark over how costs can be reduced further without
reducing the amount of ATMs. But it is already clear that banks want to reduce
the amount of ATMs further. More generally, one could argue that banks have an
interest in aiming for less cash and that in particular a cashless society would be
beneficial for banks. Why is that?

There are four reasons why banks would profit from a cashless society:

1. Removing the total cash infrastructure would reduce all the related costs of
cash payments for the banks, variable as well as fixed costs.

2. If customers do not have the option to pay in cash and can only pay by card,
an important competitor for card payments disappears, which might give op-
portunities for banks to raise the fees for card payments.

3. If customers are no longer able to withdraw cash from their bank accounts,
customers are locked into the banking system. This is why a cashless society is
sometimes referred to as a bank-dominated society.

4. If all POS payments are card payments, valuable information is generated

which sooner or later could be used or sold.

Given these reasons, one may expect banks to keep encouraging card payments

and continue reducing the size of their cash infrastructure.
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Circle of cash decline Figure 7
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In such a situation, two vicious circles may occur: if cash is used less, banks will re-
duce the amount of ATMs, which reduces the possibility for customers to withdraw
cash, so they will probably reduce their spending in cash (Figure 7). If cash is used
less, the likelihood that more shops will stop accepting cash, increases, which will

reduce the use of cash as well, and so on.

A further decline in the options for people to access and use cash implies that the
core reasons for having cash is eroded: people will have less freedom of payment
choice, impeding those who are dependent on cash and increasing consumers’
dependency on commercial institutions. More directly impacted is the role of cash
as a back-up if card systems fail. In the Netherlands, the card systems function
relatively well and the availability is high. However, we all know that cybercrime
is increasing and it cannot be ruled out that sooner or later major cyber-attacks
might succeed. Recently the Dutch WRR—a distinguished advisory body of the gov-
ernment—published an extensive study concluding that, in general, the country is
ill-prepared for digital disturbances. For that reason a physical back up is important.
Cash is that physical back up for failing card systems. But cash can only fulfill that
function if the size of the infrastructure is sufficient. Furthermore, that infrastruc-
ture should be digitally disconnected from the card payment systems.

Here an interesting question arises: what if the minimum size of the ATM infra-
structure, one that would be necessary for cash to be a meaningful back up, were
higher than the size the banks would prefer for commercial reasons. Who will pay
for the related cost difference? In principle there are (at least) three options availa-
ble: the banks, the government or the account holders:

— Option 1: One could argue that banks have the privilege of being able to create
money. They are allowed to do so, but on the condition that the money they
hold for their customers is also accessible to their customers, including in pe-

riods when electronic systems do not function. In other words, banks should
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make sure that the cash infrastructure is sizable enough so that people can
have access to their money, especially in stressful periods, because that is when
people need their cash the most.

— Option 2: One could argue that a part of the cash infrastructure is a public
good. If the infrastructure were x% larger than banks would like to exploit
based on commercial reasons, this extra x% could be seen as a public good.
It has some similarity with the dykes in the Netherlands: they are in place as
preparation for a crisis. The society as a whole has to pay for that. And society is
represented by the government. In this option the extra size for the cash infra-
structure is seen as a dyke, as a public good. And the government pays for that.

— Option 3: One could argue that the fees that customers pay for their bank
accounts should reflect all the costs of those accounts. One part of those costs
is to enable customers to withdraw cash from their accounts, also in stressful

periods when card payments are not possible.

To conclude: | think cash continues to have an important role to play in society, for
several reasons. In principle, people have to be able to choose how they want to
pay: by cash or by cards. That also implies that there should be a cash infrastructure
that enables people to collect cash and pay with it. It would be useful to start a
discussion on whether we should indeed keep cash as a meaningful back-up for
when card payments fail. At the same time, we also need to address the question
of who should pay the concomitant costs. An active approach of public authorities
is called for. Given the likelihood of vicious circles of cash use, an attitude of ‘wait

and see’ risks us passing a point of no return, and cash ultimately disappearing.
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Bill Maurer
Cash in an age of payment diversity:
an anthropological view!

Bill Maurer
University of California, Irvine

This past winter, my colleagues and | conducted a short study to see what les-
sons about financial habits new mobile phone fintech apps were imparting to
young consumers.? We focused on college students and staff at our university,
and engaged in a two month-long study of how our subjects interacted with
several budgeting and investing apps—apps like Mint and Acorns, among others.

1 This paper is adapted from remarks delivered at the International Cash Conference 2019, Cash in
the Age of Payment Diversity, 10 September 2019, Munich. | would like to thank Stefan Hardt, Hendrik
Mékeler, Nils Gerhardt, Johanna Herdt, and Correna Wagner for the invitation to present as well as for
their hospitality. | would also like to thank conference participants for stimulating conversations about
the present and future of cash. Jenny Fan, Melissa Wrapp, Stephen Rea, Taylor Nelms, and Carol Benson
provided needed assistance, comments and criticisms. Research on payments has been supported by
the National Science Foundation under grants from the Law and Social Sciences program (SES 1455859
and SES 0960423) and the Filene Research Institute. Any opinions, findings, and conclusions or
recommendations expressed in this material are those of the author and do not necessarily reflect the
views of the National Science Foundation or the Filene Research Institute.

2 Bill Maurer, Melissa K. Wrapp, Chandra Middleton, Vivian Dzokoto, and Jenny Fan, “The Lessons of
Fintech Apps: Design Matters for Personal Finance,” Filene Research Institute Report No. 487, 2019,
filene.org/487.



Bill Maurer
Cash in an age of payment diversity: an anthropological view
26

Some of our subjects were prior users of such apps; some were new to them.
We recorded their existing budgeting, saving and investing habits—if, indeed,
they had any—and we followed them as they began using these tools. We want-
ed to know, what financial literacy lessons do fintech apps actually teach? These
apps are marketed as a way to help people manage their money, learn better
habits, and begin to save and invest.? But like anything else in our app-driven
and social media saturated environment, they also gather data on their users
and use that data for targeted messaging—sometimes not about good budget-
ing or saving habits at all, but about consumption, vacation planning, and other
lifestyle activities. So, we were not really surprised to see that some of the apps
taught contradictory lessons: at the same time an app would encourage a user
to reduce their spending on eating out, for example, it would also send them an
offer for a discount at a restaurant chain, incentivizing the very behaviors the
apps were teaching users to be more cautious about. At the same time that an
app would provide lessons on the importance of establishing a good credit
score, it would provide targeted ads for credit cards offering tailored rates or

rewards.

We collected data on our subjects” existing budgeting practices, too. We'd as-
sumed that they either had none, living paycheck to paycheck without much plan-
ning, or had some rudimentary system of keeping track of their expenses or put-
ting money into their savings accounts or maybe even a retirement account. We'd
assumed they would be using digital, or nothing at all (and, indeed, 15% were not
doing anything to keep track of their finances). Over a quarter of them used some
kind of digital spreadsheet to keep track of their finances. But 20% were using
paper notebooks, which surprised us. We also discovered another fascinating be-
havior we had not been expecting. A good number of our subjects were using cash
to help them save and budget.

3 See, for example, Mint's website, https://www.mint.com/.
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“Well now, like lately, I've started like taking a percentage of my
paycheck or tips and then putting them away in cash, just because
like | tried to do the savings account and then | had to get money out
of it and it's like | keep on seeing it, so like it's hard not to touch it.”

“One of my best friends, she actually put money in a drawer that'’s
hard to open.”

We were struck in our study the extent to which digital and physical spreadsheets,
paper notebooks, paper bank statements and cash worked in our subjects’ financial
lives to help them alternately to “see” their finances and to “hide” their money so as
to keep it off limits from their daily spending. Visibility and invisibility, or, rather, tech-
nigues for making their money so, mattered more than its physical or digital status.

| think this puts an interesting spin on the current debates over cashlessness. For
actual users, whether money is physical or digital is sometimes, in some circum-
stances and for some uses, quite simply beside the point. What matters is how, in
a portfolio of manifestations of money, currency can be made more or less current,
5o to speak: how its flow can be slowed or shunted so that people can realize their

own unique ends while participating in a money economy.*

Anthropologists of money recently have drawn attention to the interaction be-
tween digital technologies of payment and existing, longstanding behaviors, hab-
its, and cultures of money in diverse contexts.®> The research institute | direct has
conducted over a hundred studies in 45 countries on people’s everyday activities

4 Our subjects’ practices were reminiscent of mid-twentieth century “tin-can accounting,” the
practice of physically segregating banknotes as a financial planning mechanism; see Lee Rainwater,
Richard P. Coleman, and Gerald Handel, Workingman's Wife: Her Personality, World, and Life Style, 2nd
ed. New York: McFadden-Bartell, 1968.

5 See Bill Maurer, How Would You Like To Pay: How Technology is Changing the Future of Money.
Durham, NC: Duke University Press, 2015.
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with money.® We are particularly interested in what happens when new digital and
electronic means of accessing money or paying arrive on the scene, how these
new technologies get added into people’s existing monetary ecologies and reper-
toires. What we find, consistently, across the board, is that a new digital payment
service, say, Kenya's M-Pesa, does not replace existing practices or existing forms
of money. Instead, it gets added into the mix, sometimes permitting new forms of
earmarking or sequestering of funds but just as often facilitating old kinds of trans-
actions in new ways. A good example is the use of M-Pesa to pool funds among
users saving up for a big ritual event, only to be cashed out in a lump sum and then
converted into a cow or other livestock—itself another means of saving, displaying,

and exchanging wealth, as well as slowing or shunting its flow.”

These kinds of practices matter, we have argued, because they speak to the resilience
of cash in what our conference organizers have dubbed the age of payment diversity.
My colleagues and | have termed it the era of the Cambrian explosion in payments,
harking back to the Cambrian period in evolutionary history that witnessed an incred-
ible profusion of new forms of life on planet earth, a multitude of body plans and

shapes occupying new niches that these lifeforms themselves created.®

Just as in the Cambrian period, of course, a lot of new payment forms have already
gone extinct. | fondly remember COIN, the startup that ingeniously created a
reprogrammable card that could emulate one’s various bank cards, credit cards,
loyalty cards, and so on, all in one technologically advanced form factor. Or we

might think of the ahead-of-its-time, QR-code based CurrentC, a merchant-based

6 Institute for Money, Technology and Financial Inclusion, University of California, Irvine,
http://www.imtfi.uci.edu.

7 The example comes from Sibel Kusimba, Money, Mobile Money and Ritual In Western Kenya: The
Contingency Fund and the Thirteenth Cow. African Studies Review 61(2):158-182, 2018.

8 Future of Money Research Collaborative (T. Nelms, B. Maurer, L. Swartz, S. Mainwaring), Social
payments: Innovation, trust, Bitcoin and the sharing economy. Theory, Culture and Society 35(3):13-33,
2017.
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payment platform that never really got off the ground. Aside from significant coor-
dination problems because of the large number of retailers involved, the user expe-
rience proposal was, at the time, perplexing: people were just not used to scanning
QR codes with their mobiles or imagining the mobile primarily as a screen-plus-opti-
cal-scanner. Phones—if you can remember that far back!-were for talking and tex-
ting. Now, Alipay and WeChat's phenomenally successful launch of their QR-code
based payment services came about in a different consumer context, where millions
of Chinese adopted mobiles at the time that they had become essentially cameras
with screens. Scanning a QR code was a small jump from people’s existing behavior.
The companies offering these new services promoted them during Chinese New
Year, too, selling them as a fun way to send digital hong bao or digital “red enve-

lopes” containing digital money to friends and relatives for the holidays.®

And, again, this is a lesson we’ve learned now from countless other studies: lever-
aging existing behaviors rather than demanding users start doing something whol-
ly new generally works well in the introduction of a new payment modality. In the
case of M-Pesa, people were already using the text-message function of their sim-
ple Nokia phones. People were also using top-up cell phone credit as a means of
payment: a user could buy top-up credit in the form of a small card with a secret
code on it; and instead of loading up the credit into their own phone using that
code, could text the code to a friend, who would then use it to top-up their own
phone. And presto: something like a money transfer had taken place.

The insights we gleaned from our small study of fintech apps underscore that there
are many existing practices even in the highly technologized global North in which

9 See Bill Maurer, Paying Behind the Great Firewall: Maurer Plays Marco Polo (Part 1). Blog, Institute
for Money, Technology and Financial Inclusion, October 16, 2017,
http://blog.imtfi.uci.edu/2017/10/paying-behind-great-firewall-maurer.html.

10  One of the earliest accounts of mobile airtime as a form of money is Jan Chipchase, Mobile Phone
Practices & The Design of Mobile Money Services for Emerging Markets, Nokia, 2009, available at
https://media-openideo-rwd.oiengine.com/attachments/2faae263-bb5c-49df-bafd-ac0fbad46940.pdf.
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cash plays an important role. Frankly, | expect cash to continue to play these roles
if not increasingly to become important as people grapple with job displacement,
income volatility, and generalized economic precarity. Estimates vary, but in the
United States as many as 30% of households are un- or underbanked. Increasing
displacement globally, driven by climate change, war, or political instability, will
also lead to more precarity with respect to people’s access to banking services.
Digital payment services that depend on a linkage to a bank account are going to
exclude large numbers of people. There is the danger, too, that cash payment be-
comes stigmatized because of its association with those further down the income
ladder or those experiencing some form of displacement.

Furthermore, the Silicon Valley culture driving much payment innovation proceeds
very much in a bubble. Outside a few metropolitan areas in the United States,
connectivity is simply not sufficient to allow for the many innovations in payment
being developed. We conducted a sort of payments survey of Los Angeles—a vast,
and incredibly diverse region of great wealth and great poverty. There were areas
where it was simply impossible to pay if all you had in your pocket was cash. Sim-
ilarly, there were areas where cash remains king, albeit circumscribed in various
ways by limits on the denomination of notes that will be accepted, or by time

limits on when a merchant would accept those bills (“No $100s after 10pm”)."!

In addition, growing public awareness over the way Silicon Valley has engaged in
what Shoshana Zuboff calls “surveillance capitalism” is leading not only to regulatory
concern but subtle shifts in consumer behavior.' In our small study, users of fintech
apps resisted some of the key features these services offered because they wanted to
safeguard their personal or bank data. Many chose not to link the apps to their bank

accounts at all-thereby cutting off these apps’ core functions. None of our subjects

11 See http://alippman.com/ for the Los Angeles Payments Project.
12 Shoshana Zuboff, The Age of Surveillance Capitalism: The Fight for a Human Future at the New
Frontier of Power. Cambridge, MA: Harvard University Press, 2018.
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made use of the social media components of these apps, which allow you to share
and compete with “friends” also using the apps. A short survey of some of our par-
ticipants found a gulf between the extent to which they trusted their bank or credit
union—they trusted them a lot-and platform companies like Facebook or Google—
whom they trusted hardly at all. This is striking given the low esteem in which many
hold the banking sector. We see this same pushback against the platform companies
in contemporary regulatory discussions in Europe and the US, nicely crystallized in the

strong skepticism on both sides of the Atlantic to Facebook’s proposed Libra project.

| think Libra is diagnostic of a broader set of problems facing the business of mon-
ey. Take the current discussion over the roll out of two of the EU’s core digital
identity and payment directives: the General Data Protection Regulation (GDPR)
and the revised Payment Services Directive (PSD2). They crystallize the dilemma
facing democratic governance in an age of digital platforms: how to balance digi-
tal privacy while allowing people to take advantage of the things that having a
digital identity allows. GDPR is meant to guarantee privacy. PSD2 is meant to guar-
antee “Strong Customer Authentication” so that third parties can use consumers’
financial data to provide new services. One grants the right to be (digitally) forgot-
ten; the other enforces strong identity authentication for the benefit of third par-

ties. These seem pretty irreconcilable.

This is symptomatic of the political challenges posed by private digital platforms
that enjoy vast power over our lives with little democratic oversight. Libra proposes
to take this a step further, disintermediating money from the state ostensibly in the
name of access but also digital privacy. It seems that we can’t see a way to make
money digital without giving away the keys to our personal privacy to a state, or

submitting ourselves fully to the exploitation of digital platforms.

In the physical domain, we've solved this problem: with cash. It's worth reconsid-

ering how cash works before we get locked into the impossible choices digital
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money seems to put before us. Physical banknotes allow for relatively private,
anonymous transactions. Banking regulations specify banks’ role in maintaining
the integrity of the payments system. Governments maintain oversight of banks
through independent monetary authorities mandated to function in the public in-
terest. (This is one reason why US President Donald Trump’s attacks on the Federal
Reserve are so troubling—they challenge not just the independence of the central
bank but the very idea of monetary policy acting in the public interest).

Platform companies like Facebook have eroded trust in such public institutions, as
part of the general turn toward privatization of public services (see: Uber in
relation to public transportation') and through large-scale digital disinformation
(see: malicious Facebook posts spreading disinformation during the 2019
protests in Hong Kong'). But it seems to me we have the tools at our disposal to
ensure digital identity and digital money managed by private entities or consortia
like Libra receives proper public oversight. If digital identity and digital privacy are
animating the conversation about the nature of money today, Libra should lead us
to a greater appreciation of the fact that money is a problem not to be solved with

more technology, but more democracy.

And this brings us, | think, to the core of the question of cash in an age of payment
diversity. Cashlessness is in one sense an effort on the part of private companies to
fence off one of the last commons (as one of my interviewees in the payments
industry once put it to me). As the Facebooks and Googles of the world attempt to
lock users into their own walled garden and become all-encompassing, they
compete over an ever-shrinking share of users’ attention and the data gleaned

from their behavior. GPS and other tracking technologies, augmented reality games

13 Kate Conger, Uber Wants To Sell You Train Tickets. And Be Your Bus Service, Too. The New York
Times, 7 August 2019.

14 Kate Conger, Facebook and Twitter Say China Is Spreading Disinformation in Hong Kong, The New
York Times, 19 August 2019.
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like Pokémon Go, and transit and lodging platforms like Uber and Airbnb increas-
ingly connect users’ online and physical world realities. However, cash payments at
the physical world point of sale still remain out of reach of these services. And data
from such transactions would be immensely valuable. Digital payment platforms

for the physical world till represent a way to stake a claim on this final frontier.

The battle is over who will get there first, banks or platform companies. Brett Scott,
an insightful critic of cashlessness, argues that the cashless economy is really a
misnomer for the “bankful” economy, since digital payment, he says, is really an-
other name for bank transfers." | think he is essentially correct but misses the real
drive on the part of platform companies not to become banks but to disintermedi-

ate them altogether, in the name of digital surveillance capitalism.

What is interesting to me as an anthropologist watching this all play out is that
just as we found my college students relying on cash-based practices like putting
banknotes in a sticky drawer, we are beginning to see efforts to launch a defense
of cash. The idea that cash-free businesses are exclusionary is becoming more
generalized. | was tickled by the trials and tribulations of the American “fast
casual” restaurant chain, Sweetgreen. In 2016, it announced it would no longer
accept cash at any of its establishments. Couched in hype around innovation and
sustainability (“To us, innovation isn't necessarily about new technology-it's
about curiosity and asking why”) its announcement also noted the real,
bottom-line issues involved in running a business chain—rising labor costs and
rent, as well as the amount of time spent in cash handling. “Welcome to the fu-
ture, baby,” their press release read.

15 Quoted in Hannah H. Kim, The Future of Cash: Will digital payment systems replace paper
currency? CQ Researcher 29(26), 19 July 2019, available at
http://library.cqpress.com/cqresearcher/document.php?id=cqresrre201907 1900,

and Brett Scott, “The War on Cash,” The Long+Short, 19 August 2016,
https://thelongandshort.org/society/war-on-cash.
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In a complete about-face, in April of 2019 Sweetgreen announced-with a much
smaller degree of fanfare—that it would again be accepting cash. The press release
was titled, “Back to the Future—Its Cash,” and noted that while going cashless did
help the company meet some of its intended goals, it had the “unintended conse-
quence of excluding those who prefer to pay or can only pay with cash.” Sweet-
green aims, the press release continued, to “democratize real food.” Cashlessness
was presumably at odds with such democratization.'®

Brett Scott argues that “the spread of digital payments is ... a gentrification pro-
cess.”"” | sympathize with the perspective, and yet | wonder if this, limits our polit-
ical imagination by foreclosing a system for digital payments that would not nec-
essarily exclude or discriminate. What might such a system look like? For one, it
would need to interoperate with cash, allowing people to move their funds freely
between different modalities or forms without penalty and ideally without fees.
People already seem to manage such movement, of course, with their existing
portfolio of cards, mobile payment, and online payment, together with cash. This
is one of the lessons of our study of app users, but we've seen it again and again
in our research around the world, too. New payment technologies are additive,
they rarely supplant or displace altogether another payment form. M-Pesa, as
many observed after its roll out, was a bridge to cash—it did not replace cash, but
rather expanded the number of cash-in, cash-out points far greater than brick and
mortar bank branches had been able to provide.

So, does cash need to be protected? We certainly see moves to disallow the
refusal of cash. In a recent report Ursula Dalinghaus reviews the arguments that

cash has some of the qualities of public goods.™ It is non-excludable, that is, users

16 The Sweetgreen case is discussed in Hannah H. Kim, op. cit.

17 Quoted in Hannah H. Kim, op. cit

18 Ursula Dalinghaus, Virtually Irreplaceable: Cash as Public Infrastructure. Cash Matters, International
Currency Association, 2019.
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don’t have to pay to have access to its use, unlike, say, a fee-based or member-
ship-based digital payment system. Cash is also non-rivalrous, as a system, insofar
as my use of the cash system does not preclude your use of cash. We can’t use the
same banknote, but we can use the system without depriving others of its use.
Cash is the only payment method at present that fulfils these functions. Shifting the
discussion from Brett Scott’s “gentrification” to “non-excludable non-rivalrous pay-
ment” might give us some traction in imagining a new digital payment system,

alongside existing systems, as a public good.

And it's worth remembering, too, that cash is the only payment method that works
without electricity or information technologies. The infrastructures that support
payments of all kinds need to be kept in mind whenever we talk about cash and
cashlessness, particularly when infrastructures today face new challenges, not least

of which is their privatization.

There would still be problems to solve around data—what is collected, who owns
it, how could it be used or not-and identity—when is its verification required, when
can it be let go? Framed in terms of a robust conversation about public goods and
the public interest, however, these become different kinds of questions.

| have a close relative who assumes, because | study digital payment, that | am
anti-cash. He regularly emails stories about government conspiracies seeking to
control our lives by peering into all our financial transactions (though he never
sends similar stories about Facebook or Google’s surveillance). | have colleagues
who assume that because | have participated in studies of cash use and because |
talk about the importance of the public interest in payment that | am pro-cash. As
an anthropologist of money, my charge is to document what exists out there in the
world, to understand what differently situated people are doing and why, to get a
sense of how they navigate a world not of their choosing but which nevertheless

provides them tools to realize their own ends. This includes asking after the dis-
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courses that structure our conversations and sometimes limit them, constraining

our imagination and preventing us from thinking otherwise.

Cash in an age of payment diversity underscores that there needs to be choice in
means of payment. We always have to bear in mind: others face different challeng-
es than we do; and there is the thinnest of barriers between us and those kinds of
challenges, whether from natural disasters, political upheaval, or other uncertain-
ties once unthinkable that now are rapidly becoming the norm. If nothing else, the
sense of uncertainty provides an opportunity to remember the virtues of collective,
democratic enterprise, to find ways to nurture them and not so much revivify them
as transform them positively for the kind of world we now inhabit and will inhabit,
if we are so lucky, in the future. Across the board, there is an increasing need to
defend public goods of all kinds. Cash is one of them.
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