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What Is Digital Cash?
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Overview

Digital cash has come into use in recent years. The advantages and disad-
vantages are discussed below.

Advantages of Digital Cash

Digital cash reduces costs, time, and human error associated with various
types of transactions. These benefits accrue both to the user and to the donor
of the digital cash. The IC type eliminates the need to carry around small
change and has the advantage of accommodating high-privacy buying.
Network type transactions permit remote purchases and eliminate the need
for buyers to travel to the point of the sale. Furthermore, security against
theft or loss is high. Shops can reduce handling costs and increase business
opportunities in spite of being small-scale sellers. Digital cash permits con-
venient, low-cost transactions across national borders.

Problems of Digital Cash

The cost of creating digital cash can be high, and it is uncertain who is to
bear that expense. User protection schemes are needed and may constitute a
legal issue as well as an economic and technological problem. Guidelines are
needed to determine actions required when there is an emergency on the part
of the issuing body. People who cannot use or access equipment such as per-
sonal computers are at a disadvantage. Taxation of digital cash transactions is
uncertain and can sometimes be avoided by clever users. The stance on this
matter varies from country to country.
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@ EXERCISES

1. AXEBATELHHIET (true). BE->TWHIEF (false) ERRALTLZEW,

1. ( ) There are both pros and cons to the use of digital cash.

2 ) Compared to paper notes, digital money reduces handling costs.

3. () Central banks issue digital cash.

4. () If digital cash is lost, governments all over the world will guarantee it.

5. () People who do not use computers have access to network type digital

cash transactions.
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1. You need to ( ) 20% of the total amount.
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2. E-money is a prepaid currency that is stored ( ‘ )-
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3. Digital cash can be circulated without the ( ) of the central bank.
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4. Multipurpose electronic money can be used ( ) a surrogate for paper bills

and coins.
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5. Digital ( ) is one of the biggest problems because many older peo-

ple are not accustomed to IT.
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Real-World Application .
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Most people think of digital cash as a way to enable purchase transactions
that builds information into the card and the network. The characteristics of
digital cash include settlements for transfer of funds, circulation, and anonymi-
ty. Time deposits, certificates of deposit (CDs), trust money and so on are not
considered digital cash. Debit cards, prepaid cards, credit cards, and checks do
not satisfy the requirements of this definition and are different from digital
cash in spite of being electronic in form.

Though digital cash can be more widely used than prepaid cards (e.g., phone
cards), digital cash is inferior to common money, and the transfer does occur
only in the closed loop. Circulation is also low now, and it is also doubtful
whether anonymity exists in it. Moreover, digital cash, unlike common money,
is not governed by law.
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1. () Digital cash is similar to currency that we can use it in every aspect of

our daily lives.
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) Digital cash is a legal currency issued by the central banks.
) Time deposits are classified as digital cash.
) Compared to prepaid cards, digital cash is superior in terms of generality.

) Credit card has electronic information on it.
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1. I'm Yutaka Kurihara
Company.

2. We appreciate your
support.

3. Here’s my business

s

Let me know if hap-
pens.

How is your office open?
Please it

Thank you for your

Thank you for
I'm very grateful ______ you.
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10. We look forward to hearing
you.
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What Is Inflation?
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Overview

What is inflation? Many people guess correctly: inflation is a condition in
which prices and costs rise in response to a variety of factors. In contrast,
deflation means that prices and costs are falling. In Japan, deflation is ongo-
ing. The concept of inflation needs detailed study.

What is the impact of inflation? Economists recognize two areas of impact
of inflation. One is redistribution of income and wealth among different peo-
ple. The major redistributive effect occurs as a result of unanticipated effects
on the real value of people’s wealth. Inflation tends to redistribute wealth
from people who hold assets with fixed nominal interest rates to those with
fixed nominal interest rate debts. The other impact is distortion of relative
prices and outputs of different goods. Inflation also may affect output and
employment.

Why does inflation occur? Economics provides two theories. One is
‘demand pull inflation’. If aggregate demand exceeds what the economy can
produce, prices will rise. The other is ‘cost push inflation’. Supply shocks
such as rising oil prices are examples of typical events that push up prices.
Cost push inflation is a relatively new phenomenon in modern developed
economies and occurs when production costs rise in the absence of excess
demand.

Some economists believe that inflation targeting is a suitable measure by
which to overcome deflation. First, the central bank’s goal of price stability
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