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Cash payments more popular in Germany

than in other countries
by Tobias Schmidt, Deutsche Bundesbank

By international standards, cash continues to be a very popular means of payment
in Germany. Even for larger purchases, customers in Germany tend to use cash
more frequently than those in other countries. A new study provides indications of

the reasons behind this behaviour.

For several years now, people have been predicting the
imminent end of cash. In view of historically low interest
rates and current debates surrounding monetary policy, some
academics have even advocated for the abolition of cash.
Nevertheless, coins and notes have remained very popular.
This is confirmed by a new study in which my colleagues and
I have analysed internationally comparable data from payments
diaries kept between 2009 (Canada) and 2012 (United States).
More than 18,500 consumers in Australia, Austria, Canada,
France, Germany, the Netherlands, and the United States
kept a written record of their payments over a period of bet-
ween one day and one week, also taking note of what pay-
ment methods they used. The dataset comprises a total of
103,000 payments. The results of the analysis show that cus-
tomers still frequently opt for cash at the point of sale in all
countries studied. In terms of volume, cash accounts for more
than 50% of payment transactions in all of these countries,
with the exception of the United States.

In most of the countries, consumers mainly use cash for
smaller transaction amounts of less than 10 euro or 10 dollars.
In Germany, however, almost 40 % of larger purchases with
values equivalent to more than 40 US dollars are made in
cash. By way of comparison, this figure is less than 20 % in
the United States.

Thus, clear differences exist between Germany and most of
the other countries in terms of how intensively cash is used
by consumers. Our study looks into these differences and
describes possible factors which may help to explain them.
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Socio-demographic and structural differences

First, socio-demographic factors, such as the consumers’ age
or highest level of education attained — for instance, older
persons tend to favor cash payments — impact on currency
usage. This means that country-specific differences in these
characteristics can partly explain the differences in payment
habits from one country to another. However, the variance
in cash usage between Germany and other countries is too
large for socio-demographic characteristics to be the only
explanation.

Second, payment locations and transaction purposes vary
across countries. In France, for example, a higher percentage
of expenditure goes towards food products, which are typi-
cally paid for in cash, than in most of the other countries.
However, these factors only explain a small fraction of the
country-specific differences.

Third, even ,classic factors” (see Baumol, 1952, and Tobin,
1956) such as those referred to as ,,shoe leather costs” where
even walking to the ATM costs time and effort, for example,
differ across countries. Other opportunity costs of holding
cash, such as interest rates, also vary from country to country.
However, these differences do not display a unique pattern
that can be directly linked to cash use.

Trading, conventions and reward programmes

Fourth, merchant behaviour is also important. For example,
(retail) traders” acceptance of cashless payment instruments
such as debit or credit cards at the point of sale is quite low

Conclusion:
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in Germany compared with the other countries. Our study
finds that for large-value amounts in particular, the share of
cash transactions would be lower in Germany if cards were a
more commonly accepted means of payment.

Fifth, other factors such as the social conventions and culture
of a particular country might also play a role. In order to test
this hypothesis, we looked at how high the respective shares
of the individual payment instruments were at filling stations
in the various countries. This payment behaviour is of parti-
cular interest, as cards are readily accepted at filling stations
in all of the countries studied and the respective transactions
are of approximately the same value. However, even in this
instance, we found that Germans pay with cash much more
frequently than consumers in the other countries.

Another possible factor is the use of reward programmes to
make card use more attractive, or additional fees which
make certain payment instruments less attractive. There is
some evidence that incentives for using a particular payment
instrument are able to steer consumers’ payment behaviour
(see, for example, Bolt et al, 2010, and Ching und Hayashi,
2010). Card providers, banks and retail organisations in some
countries such as Australia, Canada, France and the Nether-
lands, have launched nationwide campaigns to promote
card payments (Jonker et al, 2015). In Germany, on the other
hand, card reward programmes and marketing activities are
used much less to influence payment behaviour. This is one
reason that might partly explain the differences in cash usage.

Our study identifies a number of factors related to cash usage, including socio-demographic characteristics, size and type of
payment, and merchant behaviour. Even if all of these factors are taken into account, differences between Germany and the
other countries studied, with the exception of Austria, still exist with regard to the use of cash. Why Germans have a clear
preference for cash therefore remains a topic for further research.

Disclaimer:

The views expressed here do not necessarily reflect the opinion of the Deutsche Bundesbank or the Eurosystem.
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I News from the Research Centre

Emanuel Monch and David O. Lucca (Fed New York) have
won the 2015 Amundi Smith Breeden Prize of the American
Finance Association for the best paper in the Journal of
Finance for their paper “The Pre-FOMC Announcement Drift”.

“Personal bankruptcy law, debt portfolios, and entrepreneur-
ship” by Jochen Mankart (Bundesbank) and Giacomo Rodano

(Banca d'ltalia) has been published in the Journal of Monetary
Economics (76).

“Securities Trading by Banks and Credit Supply: Micro-Evidence”
by Puriya Abbassi (Bundesbank), Rajkamal lyer (MIT), José-
Luis Peydro (Pompeu Fabra), Francesc R. Tous (Bank of England)
will be published in the Journal of Financial Economics.



