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Abstract: This research explores the transformative potential of digital currencies in addressing 

financial exclusion in underbanked regions. It delves into the functionality, adoption, and 

challenges surrounding digital currencies, particularly in developing economies with limited 

access to traditional banking. By analysing case studies, existing literature, and field surveys, this 

paper highlights the opportunities and limitations digital currencies pose in fostering financial 

inclusion. It concludes with recommendations to optimize the deployment of digital currencies for 

inclusive economic growth. The paper also considers how both centralized and decentralized 

systems can co-exist and what policy structures are required for the successful implementation of 

digital currencies in such regions. A comprehensive understanding of the opportunities and 

challenges associated with India’s digital currency transition. Some intriguing questions like the 

driving factors behind digital currency adoption, its economic and financial goals with potential 

benefits and transition. We will see the strategic implementation of other countries and ways of 

implication. Some of the statistical panel regression and hypothesis testing will be done for the 

same. Hence, the entire study would specifically revolve around India’s current monetary policies 
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with its coverage and impact assessment Some of the policy recommendations for a smooth and 

secure implementation would be imbibed along with insights into the potential impact on financial 

stability and privacy. In a nutshell, we will delve into specific aspects, conduct empirical studies, 

and contribute to the ongoing discourse around digital currency adoption in India. 

Keywords: Digital currency, e-Rupee, financial inclusion, monetary policy, Emerging Market, 

Cross-Border Payments. 

Introduction 

Globally, nearly 1.4 billion people remain unbanked, with the majority residing in rural and 

economically disadvantaged regions. Traditional banking infrastructure fails to reach many of 

these communities due to high operational costs, lack of identification documents, and limited 

financial literacy. Digital currencies, both cryptocurrencies and Central Bank Digital Currencies 

(CBDCs), present an opportunity to bridge this financial gap. With the rise of mobile penetration 

and internet connectivity, even in remote areas, digital currencies offer a promising path toward 

inclusive finance. This paper seeks to examine how digital currencies are utilized in underbanked 

regions, their effectiveness, and the challenges faced. The growing interest in decentralized 

finance (DeFi) and blockchain innovations indicates a shift in how financial services could be 

designed for those excluded from conventional banking.1 
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Fig. 1 COMPARISION OF VARIOUS MODES OF PAYMENT 

While cryptocurrencies like Bitcoin and Ethereum operate independently of centralized 

institutions, they provide a unique value proposition in regions with weak or unstable financial 

systems. These decentralized platforms offer individuals the ability to hold and transfer assets 

securely, often with fewer fees and less bureaucracy than traditional banks. At the same time, 

CBDCs represent a government-backed digital alternative to physical cash, offering a more 

regulated and stable means of transaction. Both forms of digital currency, despite their structural 

differences, share the potential to lower barriers to entry for financial participation and promote 

economic resilience in underserved communities.2 

However, the path to widespread adoption of digital currencies in underbanked regions is complex 

and multifaceted. Challenges such as digital infrastructure gaps, low levels of digital literacy, and 

concerns about security and privacy remain significant hurdles. Furthermore, the regulatory 

landscape is still evolving, with many governments grappling with how to integrate digital 

currencies into existing legal and economic frameworks. This paper will analyse case studies from 

various regions, assess the social and economic impacts of digital currency adoption, and explore 

the policy considerations necessary to ensure that these technologies serve as tools of 

empowerment rather than exclusion.3  
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Literature Review 

It has been observed that countries as developed as Japan, Korea, and Sweden to the developing 

ones like China, Nigeria and the Bahamas are experimenting with their own digital currencies 

famously known as Sand Dollar, eNaira and e-CYN. Most of the countries are moving towards 

CBDC because of its convenience, cost-efficiency and a promising characteristic of financial 

inclusivity and sovereignty. Most recently, India has also become a part of this transformation, as 

it formally announced its own CBDC. 

• Pavoor, A. S., & Ajithkumar, N. (2022) in the paper titled, Digital rupee-A rival for 

cryptos?Hasmentioned,"CentralBankDigitalCurrencies"arevirtualmoneythatarebeingcons

ideredfor legal tender status and are issued by national central banks. Since the Reserve 

Bank of India has publicly stated similar targets, it should soon be possible to access a 

CBDC in India. It is hard to accurately measure the impact unless the advantages and 

disadvantages of adopting CBDC are considered. The financial system hat is in place now 

is monitoring CBDC. The global use of digital currencies and blockchain technology is 

accelerating due in part to the expansion of CBDC, which has the backing of national 

central banks. This study combined the international literature. There have been several 

private cryptocurrency comparisons made with the Indian digital rupee. 

• Kumar,A.(2021) The steady transition from paper money to electronic money has had a 

tremendous impact on the advancement of contemporary payment systems and is essential 

to the world economy. The government backs CBDC, a digital currency that is issued by 

central banks.  

• Weaknesses in the current monetary system have come to light as a result  of surge in 

digital transactions and overall banking innovation. Since the introduction of crypto 

currencies like Bitcoin in 2008, the legitimacy of central banks has been called into doubt. 

Furthermore, central bank supervision is credited by global monetary authorities by 

instilling public’s faith in the banking sector. As per the BIS study, the percentage of 

central banks aiming to establish a CBDC climbed from 60% in 2017 to 80% in 

2019.Thispaperhasfocusedonthepossibleeffectsof CBDC on the economy of India. 

https://pnrjournal.com/index.php/home/article/view/1179
https://pnrjournal.com/index.php/home/article/view/1179
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• A number of scholars have further explored the role of central bank digital currencies 

(CBDCs) in financial inclusion. Kumh of and Noone (2018) suggest that CBDCs, when 

properly designed, can provide a safe and inclusive digital payment option, especially in 

countries where commercial banks fail to serve large segments of the population. Their 

work stresses the importance of regulatory frameworks and trust in state-backed digital 

currencies to ensure widespread adoption. Building on this, Arner, Auer, and Frost 

(2020) examine the technological and institutional prerequisites for CBDC implementation 

in underbanked settings, emphasizing that infrastructure investment and digital literacy are 

essential for maximizing the benefits of digital currency initiatives. 

Research Problem Statement 

Despite significant advancements in digital financial infrastructure, a large portion of India’s 

population, especially in rural and remote regions, remains underbanked or entirely excluded from 

formal financial systems. Traditional banking models have failed to effectively penetrate these 

areas due to logistical, infrastructural, and socio-economic challenges. While digital currencies—

both decentralized and state-backed—offer promising avenues for expanding financial access, 

there is a lack of empirical research examining their actual impact and feasibility in underbanked 

Indian regions. Moreover, concerns such as digital literacy, access to smartphones, regulatory 

uncertainty, and data privacy complicate the integration of such technologies. This research aims 

to investigate whether and how digital currencies can play a meaningful role in enhancing financial 

inclusion in these underserved communities, and what conditions are necessary to ensure their 

effective and equitable adoption. 

Research Objectives 

1. To evaluate the adoption rate of digital currencies in underbanked regions. 

2. To identify the socio-economic and technological factors influencing adoption. 

3. To analyse the potential of digital currencies in enhancing financial inclusion. 

4. To examine the challenges and risks associated with their implementation. 
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Research Methodology 

The goal of the study is to examine how digital money affects the general public and the "Indian 

financial system" as a whole. The study has addressed the introduction, acceptability, and main 

challenges of digital currency adoption in India. Currency that solely exists in digital or electronic 

form—rather than as actual paper money—is referred to as "digital currency." This indicates that 

it is not coined, distributed, or physically retained. Both descriptive and quantitative research 

approaches are used in this study. Documenting and clarifying the traits and occurrences of the 

topic or sample being studied is the aim of descriptive research. It involves gathering information 

to provide a comprehensive knowledge of the phenomena. The only goal of descriptive research 

is to provide the information in an objective and factual manner.  

Our research has been divided into four main areas of India, with further divisions according to 

age, gender, profession, and level of education. We have discussed the youth of India, including 

students, working adults between the ages of 18 and 25, etc. Even though some respondents were 

older than 25, they were not the main focus of this research. A secondary data-based methodology 

is used to analyse the role of digital currencies in underbanked regions, which essentially means 

that all the data is gathered from reliable sources like academic journals, government publications, 

past research papers, etc. In addition, the study should have included unemployed people, stay-at-

home moms, and retail businesses to gain in-depth knowledge, but this could not have been 

accomplished due to time constraints and a lack of public awareness. 

 

Analysis and Interpretation of Data  

Before moving on to the main portion of the research, we first classified the sample into eight 

major Indian zones or areas. According to the graphical depiction, the largest proportion of 

respondents—26.2%—are from western India. After this, the northeast area has 15.8% while the 

north has 23.8%. Comparatively speaking, the northwest, southwest, and southeast areas provide 

less contributions. To prevent sample bias, we have attempted to include every zone. Additionally, 

we have grouped North Eastern and Eastern for the convenience of the four study. Similarly, North 

Western India has been merged with Western India, whereas South Eastern, South Western, and 

Southern sections have been grouped. All four areas added out to around 20–22 observations each 



Conference Proceedings International Conference on Sustainable Development Goals- 

Challenges, Issues & Practices by TMIMT- College of Management, Teerthanker Mahaveer 

University, Moradabad 25th & 26th April 2025. TMIMT International Journal (ISSN: 2348-988X) 

 

 

7 ICSDG-CIP-2025 25th-26th April 2025 
 

when accounting collectively. The table below provides further evidence for this. 

 

 

 

As shown above, there are 21 responders from the western area, followed by those from the 

northern and eastern regions. As previously noted, we have grouped the regions in the second 

table for simplicity's sake. The average respondent for the entire region is close to 20. The 

southern region is the only area that does not have this count. 

 

Results  

A reasonably balanced sample is reflected in the respondents' distribution across various locations, 

which helps to provide thorough insights into the function of digital currencies in underbanked 

areas.  

A thorough region-by-region categorisation is given in Table 1, which shows that the Western area 

has the most responders (21), followed by the Northern (19) and Eastern (12) regions. Together, 

the Southern areas (South, South East, and South West) account for 15 responders, suggesting that 

the geographic segment's involvement was comparatively low.  

Table 2 organises distinct areas into more comprehensive geographical zones to facilitate study. 

Once again, the West had the most replies (24), followed by the East (22) and North (19). Out of 

these bigger clusters, the South continues to have the lowest representation (15 respondents).  

This distribution shows a modest under-representation from southern areas, even if the survey 
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encompasses a broad geographical variety. This conclusion is further supported by the data 

visualisation (Fig. 2). The total average number of responders across areas is around 20, indicating 

a very equal regional participation rate, although this little disparity.  

This balanced sample ensures that the results are not significantly biassed by over-representation 

from any one location and enables a fairly level investigation of the uptake and difficulties of 

digital currencies in underbanked regions across India. 

Case Studies and Discussion 

• M-Pesa, Kenya: The success of M-Pesa demonstrates the potential of mobile-based 

financial solutions, despite the fact that it is not a digital currency. Widespread popularity 

has been fuelled by its accessibility, affordability, and ease of use. The concept 

demonstrates how financial inequalities might be closed via collaborations between 

financial institutions and telecommunications. Scaling was greatly aided by the regulatory 

backing of the Kenyan government.  

• El Salvador: The use of Bitcoin as legal money has generated discussion throughout the 

world. Price volatility, illiteracy, and infrastructural constraints are obstacles even if they 

provide access to international payments and lower remittance expenses. Because of 

technological issues and a lack of consumer confidence, government incentives like the 

Bitcoin wallet Chivo were viewed with suspicion. Effects in the long run are yet unknown.  

• Philippines (GCash): GCash has shown how fintech may successfully incorporate digital 

currencies by fusing e-wallet capabilities with cryptocurrency services. Millions of 

Filipinos, particularly those living in bankless areas, would benefit from the company's 

introduction of cryptocurrency in a regulated setting via partnerships with banks and 

blockchain platforms. 

• Nigeria (eNaira): To improve financial inclusion, the Central Bank of Nigeria introduced 

the eNaira. Adoption has been sluggish despite the increased prevalence of mobile devices. 

Its success has been hampered by technological difficulties, ignorance, and mistrust.  

The promise of digital currencies is shown by these instances, but they also highlight issues 

including infrastructure preparation, cybersecurity, user education, and regulatory compliance. 



Conference Proceedings International Conference on Sustainable Development Goals- 

Challenges, Issues & Practices by TMIMT- College of Management, Teerthanker Mahaveer 

University, Moradabad 25th & 26th April 2025. TMIMT International Journal (ISSN: 2348-988X) 

 

 

9 ICSDG-CIP-2025 25th-26th April 2025 
 

Adoption is also influenced by how digital banking is seen culturally and the function of 

unofficial savings systems. 

Conclusion 

The present state of the Indian financial system and the introduction of e-Rupeeintoit were covered 

in length in the article. It looked at the youth in the 18–25 age range's perception, accessibility, 

scalability, and acceptability. It also addresses the main challenges encountered throughout the 

adoption process. The prevalent belief that endures in the economy has been observed in this paper. 

Nonetheless, the paper also backs up the views of other countries about the acceptance and control 

of digital currencies as part of their legal and financial frameworks. These findings made a 

substantial contribution to our comprehension of the trajectory of digital money. In order to enable 

investors trade digital currencies more securely and reliably and to stop exchanges from 

participating in unethical business operations like money laundering, terrorism, etc., we went into 

great length in this paper regarding the methods and regulatory reforms that have been taken in a 

few countries. We found that certain countries are effectively controlling the trading of virtual 

currencies and have innovative ways to legal reforms. The position of India about the adoption of 

e-Rupee was also covered in the study.  

The e-Rupee, the most current iteration of the INR 2000 denomination banknote, would be the 

ideal medium of exchange for the country's financial transactions in order to foster more resilience, 

efficiency, and confidence in currency management. If the possible implementation issues are 

resolved, e-Rupee might make conducting business easier by removing geographical obstacles. As 

everyone is aware, the use of cash has drastically decreased over the last few years, opening the 

door for the rise of alternative currencies and largely decentralised payment methods. However, e-

Rupee's launch marks a major step forward in India's digital transformation initiatives. Therefore, 

in this specific context, e-Rupee can provide the financial and environmental stability that goes 

hand in hand with innovation and financial inclusion in general. 

Suggestions 
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1. To regulate the use of digital money, governments should create explicit regulatory 

frameworks.  

2. Public-private partnerships may lower costs and speed up the building of infrastructure.  

3. Especially in rural areas, educational initiatives are essential for fostering mutual respect 

and understanding.  

4. Promote CBDC pilot projects in underbanked regions to evaluate user behaviour and 

viability.  

5. Research and deployment in underbanked regions should be supported by international 

humanitarian organisations.  

6. Adoption approaches that are led by the community, such educating local ambassadors, 

may boost trust.  

7. To guarantee system resilience, infrastructure investment and cybersecurity training are 

crucial.  

8. To create inclusive ecosystems, policies should support fintech integration and open APIs. 
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