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Abstract

The Japanese government tries to progress cashless society in Japan not only to cope with
the lost opportunities for domestic consumption by inbound tourists, but also to solve the problem
of labor population decline that surely occurs in near future and to promote new industries using
big data analysis by Japanese companies.

The Japanese government is trying to expand the use of cashless payments in Japan by
enhancing economic incentives of the stores, consumers and payments service providers.
However, the incentives are influenced not only company size and unit price, but also reciprocal
relationships that often are observed in Japanese traditional communities. For this reason, the
biggest benefits of becoming cashless in Japan are almost limited to the stores with large
companies that sell products and services with high unit prices, and the consumers that can also
enjoy economic benefits by purchasing those products and services. On the other hand, when
small stores sell low-price products and services, there is little cashless advantage and consumers’
economic benefits are also limited. Conversely, in that case, the impact of the costs of

introducing cashless settlements cannot be ignored.



Furthermore, real-time cashless payments are not widespread and the use of prepaid and
postpaid payments accounts for the majority. Therefore, behavioral biases caused by the
comparatively lower financial literacy of Japanese consumers are likely to be impeding Japanese
society from becoming cashless. In particular, the financial literacy level of the low-income
class, which is likely to include many young and old-old people, tends to be lower than the other
classes. The Japanese consumers’ way of thinking about cashless payments is consistent with the
characteristics of their financial literacy. As a result, as cashless payments are promoted more in
Japan, it will become more necessary for Japanese society to resolve the financial inclusion
problem of how to include the populations belonging to low-income class in economic activities.
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