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Liquidating Crime with 
iLLiquidity: how SwitChing 
from CaSh to Credit Can Stop 
Street Crime1

erdaL tekin2, VoLkan topaLLi3,  
ChandLer mCCLeLLan4 and 
riChard wright5

 
Technological advances often have far-reaching and 
unintended consequences for society. In some cases 
these consequences can be negative. For example, the 
advent of fossil fuel technology accelerated industrial 
and scientific progress in the 20th century, but has had 
- and may continue to have - adverse consequences for 
the environment that could offset such benefits in the 
future (Houser and Mohan 2014). In other cases, the 
unintended consequences are positive. The social net-
working platform Twitter was originally designed to 
facilitate social interactions between people, but has 
played an unexpectedly significant role in advancing 
democratic events and institutions, including the elec-
tion of President Obama (Greengard 2009) and the Arab 
Spring (Lotan et al. 2011, Hermida, Lewis and Zamith 
2014). Critically, technological advances are moving 
forward at ever-faster rates, in some cases so fast that 
we are unable to devise policies to keep apace (Rycroft 
2006). This is as true for crime as it is for any other so-
cietal phenomenon.

An important technologically-oriented change in recent 
years has been the transformation of our monetary and 
financial system from one that relied heavily on cash 
toone that now operates digitally and virtually, relying 
on a massive and ever-expanding, worldwide telecom- 

1  This paper does not represent the policy of either the Substance 
Abuse and Mental Health Services Administration (SAMHSA) or the 
US Department of Health and Human Services (DHHS). The views ex-
pressed herein are those of the authors and no official endorsement by 
SAMHSA or DHHS is intended or should be inferred.
2  American University, IZA, and NBER.
3  Georgia State University.
4  Substance Abuse and Mental Health Services Administration.
5  Georgia State University.

munications infrastructure. The pace of change in our fi-
nancial system has been rapid and closely mimics the ex-
ponential growth in technologies related to information 
processing (see, e.g., Kurzweil 2004, Jorgenson 2001). 
The primary aim of those pressing for increased digiti-
zation of the financial system has been to increase effi-
ciency, expand financial opportunity, improve transac-
tional security and maximize wealth. Despite large-scale 
events such as the Great Recession, this formula has 
worked well. Financial markets are larger, more efficient 
and more profitable than they have ever been (Evans and 
Hnatkovska 2014). At the same time, the implementation 
of these systems and their continued growth has had im-
portant consequences at the societal level. 

Digitized financial transactions, like any web-based 
process, are subject to data storage-based record keep-
ing, thereby creating de facto permanent records and 
making them almost universally traceable. Indeed, this 
attribute has been increasingly exploited by law en-
forcement agencies globally in their efforts to combat 
terrorism (Canhoto 2014, Brzoska 2014, Bures 2012, 
D’Souza 2011, Levi 2010), black market weapons trad-
ing (Edelbacher, Theil and Kratcoski 2012), human traf-
ficking (Chuang 2006, Walker-Rodriguez and Hill 2011, 
Rankin and Kinsella 2011), tax evasion (Eccleston and 
Gray 2014, Mironov 2013, Unger and Can der Linde 
2013), and the drug trade (Ott 2010). At the same time, 
there has also been concern regarding the extent to 
which traceable financial transactions impinge on the 
right to privacy and provide governments with excessive 
influence and control over citizens (Carlton 2012, Levi 
2012). These positive and negative characteristics of the 
digital economy rest primarily on how it differs from 
one driven by cash. 

As with digital transactions, cash presents advantages 
and disadvantages. Its primary attribute is that it re-
mains the most liquid and anonymous transactional as-
set available, a boon for those wishing to engage in the 
most direct of exchanges or who wish to protect their 
identities. At the same time, this handicaps govern-
ments who wish to collect taxes or investigate crime, 
as well as consumers who may be victimized by certain 
kinds of cash-based fraud schemes. Cash is particularly 
well-suited to facilitating most illegal transactions for 
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these reasons. Criminals know this, eschewing digital 
financial exchanges that are traceable and therefore “in-
vestigatable”. As a result, black and grey market econo-
mies worldwide are operated primarily with this medi-
um (Schneider and Enste 2013, Naylor 2004). 

For a variety of reasons, a significant amount of finan-
cial transactions in poor areas utilize cash. In the US, 
many of the poor are “unbanked” or “underbanked” 
(FDIC 2012, Rhine and Greene 2012). Chiefly, this is 
due to a lack of access to credit, locking poor consum-
ers out of participation in the banking system. Because 
financial institutions are the primary means of access-
ing digital-based transactional capabilities (e.g., web-
based banking, credit and debit-cards), the underpriv-
ileged have traditionally used cash in their day-to-day 
lives. Likewise, many businesses in poor neighbor-
hoods have been slow to adopt credit- or debit card-
based transactional technologies. In some cases, this 
may be in response to the underbanked customer-base 
they serve, while in others this has been a means of 
avoiding taxes (Schneider 2011, Morse, Karlinsky and 
Bankman 2009). These circumstances make communi-
ty members in such neighborhoods both more likely to 
access black and grey markets and more vulnerable to 
predatory crime because cash is the primary target of 
acquisitive or “predatory” crimes (e.g., burglary, rob-
bery, theft; see Rosenfeld and Messner 2013).

A great deal of the predatory activity that takes place 
in poor, urban neighborhoods is driven by the central 
role cash plays in the drug trade (Wright and Decker, 
1994). The illegal nature of drugs makes their trade 
unsuitable for any form of electronic or online trans-
actional system that creates a digital trail (including 
credit and debit cards, PayPal, Google Wallet, Square, 
etc). Few, if any, drug dealers are interested in exposing 
themselves to criminal investigations in this way, and 
most day-to-day street corner dealers lack the where-
withal to set up, establish, and operate the technolog-
ical infrastructure required to accept digital transac-
tions in any case. Moreover, many street drugs have 
pharmacological and pricing attributes that demand 
continuous, often rapid, acquisition and use. Crack, 
for example, is consumed by the average addict three 
to ten times per day (Mieczkowski 1990, Clemmey et 
al. 1997) and is priced at roughly USD 10–20 per use 
(Schifano and Corkery 2008, Desimone 2001). Similar 
consumption and pricing patterns emerge for metha-
done. Thus, bartering for drugs as an alternative to cash 
also makes little sense, as a would-be user would have 
to incessantly obtain items that a drug dealer would 

want in order to satisfy the daily, even hourly, demands 
of their habit. 

More importantly, the drug trade is embedded within a 
larger socio-cultural context of the streets particularly 
well suited to – and in most cases predicated on – cash-
based predatory crime. Previous research has identified 
a core group of street offenders responsible for driving 
much of the day-to-day predatory crime in the streets 
(see Wright and Decker 1994, 1997). These individuals 
lead exceedingly hedonistic lives, and are unencum-
bered by the day-to-day considerations of mainstream 
civil society. They generally hold little regard for long-
term planning, are impulsive, inured to violence, and 
eschew the mores of middle class culture (such as legit-
imate work, seeking education, paying taxes, etc.) (see 
Brezina, Tekin and Topalli 2009; Topalli 2005). The 
hallmark of this lifestyle is its reliance on cash. These 
offenders actively engage in a “party-as-life” street 
culture (Shover and Honaker 1996) focused on illegal 
pursuits such as gambling, the sex trade, and especially 
drugs and alcohol. Their constant participation in these 
activities requires constant infusions of cash, as this is 
the only transactional medium that will allow offenders 
to pay for them without fear of detection and because the 
regularity of such pursuits requires transactional liquid-
ity. However, the ease with which cash serves as a trans-
actional medium for illegal pursuits also increases the 
likelihood that offenders will quickly exhaust their re-
sources and become desperate for more cash (see Topalli 
and Wright 2014). This, in turn, drives street criminals 
to engage in predatory behavior to finance their hectic 
lifestyles. The resulting acquisition of cash then fuels 
the repetition of this cycle over time, as illustrated in 
Figure 1 (see Wright and Decker 1994). The primary tar-
gets of such crimes are people known to carry cash in 
the first place. In some cases this includes individuals 
who are themselves offenders (such as drug dealers; see 
Jacobs, Topalli and Wright 2000, Topalli, Wright and 
Fornango 2002). Often though, the targets of such pre-
dation have been neighborhood residents. As mentioned 
above, such individuals are unbanked or underbanked, 
meaning that they have typically conducted most of their 
financial transactions (such as groceries or rent) using 
cash. But what has been the source of cash among the 
poor? 

In the United States, a significant source originates from 
“welfare” benefits (referred to as Temporary Assistance 
to Needy Families, or TANF). Historically, TANF pay-
ments were mailed as paper checks to beneficiaries on 
a monthly basis. Consequently, large amounts of cash 
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were available to welfare recipients at one point in time 
each month (Ford and Beveridge 2004)6. Because so 
many recipients lack access to banks, they typically re-
lied on a network of locally owned and operated check 
cashing establishments common to poor neighborhoods 
in the US. These establishments and the monthly sched-
ule of payments were well known to predatory offend-
ers. Consequently, neighborhood residents who cashed 
their benefits represented vulnerable targets of oppor-
tunity for robbers, burglars, and thieves seeking cash to 
bankroll their pursuit of illicit action. 

Over a roughly 15–year span stretching from the Reagan 
to Clinton administrations, the US Federal government 
made a number of significant legislatively backed pol-
icy changes vis-à-vis benefits payments, the most im-
portant of which was the introduction of an electronic 
benefits transfer (EBT) system whereby check-based 
welfare payments were to be replaced by debit-cards. 
The primary aim of this system change was to reduce 
the financial impact of benefits transfer to the govern-
ment by eliminating printing and mailing costs, reduc-
ing welfare fraud, speeding up transfers and improving 
record keeping. The process began in the 1980s with 
a number of EBT demonstration programs and end-
ed in the 1990s with the Personal Responsibility and 
Work Opportunity Reconciliation Act. Welfare reform 
legislation enacted in 1996 required every state in the 
 
6  In addition, food assistance benefits, now referred to as 
Supplemental Nutrition Assistance Program (SNAP) benefits, were 
previously distributed as “food stamps”. Prior to their inclusion in the 
EBT system, these benefits were relatively fungible in that they could 
be exchanged between recipients illegally or traded in at vendors for 
cash. A key reason for establishing EBT was to prevent such illegal 
trafficking (see USDA, 2003), thus removing an additional yet indirect 
source of cash from the streets.

US to develop EBT systems to program benefits elec-
tronically by 2002. In a recent paper (Wright et al. 2014), 
we surmised that the variable introduction of the EBT 
system would effectively reduce the amount of cash cir-
culating on the streets among those most often targeted 
by predatory offenders. The end result of such a drain on 
the flow of cash in poor neighborhoods would be a dis-
ruption of the predatory criminal cycle described above, 
resulting in a drop in predatory acquisitive crimes post 
EBT implementation. 

Our research team tested this hypothesis by measuring 
the extent to which moving assistance payments to the 
poor from a check-based system to one that was digital 
(via EBT cards) would have just this effect. In order to 
test our hypothesis, we focused on the state of Missouri, 
which has implemented its EBT program in eight phas-
es in different sets of localities (counties) between June 
1997 and May 1998. With the introduction of the EBT 
program, welfare recipients residing in each of these lo-
calities – previously forced to cash their benefits checks 
at private check cashing establishments – were now 
able to expend their funds via the EBT system and no 
longer had to carry their financial resources with them. 
This removed a significant source of money that fueled 
criminal predation and thereby reduced opportunities 
for victimization. The decreasing supply of cash was 
expected to reduce opportunities for criminal predation, 
as reflected in typical crime statistics. 

More specifically, we assembled county level monthly 
data on various types of crime from the state of Missouri 
between 1990 and 2011, including total crime, burglary, 
robbery, larceny, and motor vehicle theft. These data 
are drawn from the Uniform Crime Reporting (UCR) 
Program of the Federal Bureau of Investigation (FBI), 
which represents “a nationwide, cooperative statisti-
cal effort of nearly 18,000 city, university and college, 
county, state, tribal, and federal law enforcement agen-
cies voluntarily reporting data on crimes brought to 
their attention.” Importantly, because various sets of 
counties initiated the implementation of the EBT pro-
gram in different months between 1997 and 1998, this 
variation across space and time gave us the leverage 
to employ a difference-in-difference method, which is 
critical for identifying the causal effect of the program. 
The difference-in-difference method basically produces 
the difference in average crime rates in the jurisdictions 
with an EBT program before and after the implemen-
tation date, net of the difference in average crime rates 
in those counties without an EBT program. To the ex-
tent that there is no other plausible mechanism through 
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which EBT implementation could cause an independent 
effect on crime, any association obtained between EBT 
implementation and crime could then be attributed to 
the removal of cash. Given the count nature of the crime 
data, we estimated our difference-in-difference specifi-
cation using a fixed effects negative binomial regression.

Our results indicated that the EBT program implemen-
tation caused a significant decrease in the overall crime 
rate and the specific offenses of burglary, assault and 
larceny in Missouri. According to our point estimates, 
the decline in the overall crime rate in Missouri caused 
by the EBT program was 9.8 percent, while reductions 
in burglary, assault, and larceny totaled 12.5 percent, 
7.9 percent, and 9.6 percent, respectively. We also found 
evidence suggesting the EBT program also resulted in 
less robbery. It is important to note that we tested and 
rejected the alternative explanation that the implemen-
tation of the EBT program simply had a displacement 
effect, i.e., a situation whereby crime decreased in coun-
ties with an EBT program in effect, while increasing in 
other counties. 

To gain a broader perspective on our findings, we also 
calculated the total disbursements made under the 
welfare programs in Missouri in 1997 in the treatment 
counties, which totaled USD 671.2 million. This figure 
can be interpreted as the maximum amount of cash that 
needs to be removed from circulation in order to pro-
duce a decrease of 9.8 percent in the total crime rate. 

We also examined arrests as an additional outcome and 
found that EBT also had a negative impact on arrests, 
especially those associated with non-drug offenses by 
a magnitude of 9.2 percent. This finding is reassuring 
for our crime results because, if our hypothesis for the 
effect of EBT program implementation on crime is cor-
rect, then we should expect fewer crimes to be commit-
ted, which, in turn, should result in fewer arrests. 

There is significant evidence that the United States 
economy is moving away from cash as a transactional 
medium. The proportion of financial transactions uti-
lizing cash has steadily decreased, largely due to the 
increased use of credit cards, which entered the United 
States market in the 1950s. In the 1970s, ATM and debit 
cards were introduced to the US market. More recent-
ly, there has been a more pervasive increase in mobile 
financial transactions (see Erling 2013). Furthermore, 
over three-quarters of all non-cash payments in the 
United States in 2009 were made electronically, a nine 
percent increase from 2006 (Federal Reserve System 

2011).7 Actually, cash transactions in the United States 
have steadily declined over a much longer span of time. 
Eighty percent of financial transactions were made us-
ing cash fifty years ago, compared to roughly fifty per-
cent today. 

There is no reason to believe that cash transactions will 
not continue to decline in the future as the proliferation 
of online banking and commerce platforms continues to 
grow. Since 1990 debit transactions have risen 27–fold, 
while cash volume has grown at an annual rate of only 
four percent (see Littman and Oliver 2012). It is also 
important to note that checks were the primary means 
of benefits transfer to the poor, but their overall use de-
clined by over 50 percent over that same time period. 
This move away from cash is, of course, not unique to 
the United States; and has been even more strongly em-
braced by other countries. Sweden (Tomlinson 2012) and 
Israel (Shamah 2014) for example, have instituted poli-
cy-driven legislation that makes cash less advantageous 
to use, and encourages electronic monetary transactions 
(primarily to combat tax evasion, but also for the pur-
poses of curtailing other forms of cash-based crime). The 
results of Wright et al. (2014) suggest that as the world 
moves further and further away from cash, cash-based 
crimes – primarily those that are acquisitive and preda-
tory and that occur on the streets – will continue to drop.

This raises an important policy proposition, namely the 
purposeful and universal banning of cash as legal tender 
and its replacement with a networked digital transaction-
al system of monetary transfer, with a view to eliminat-
ing cash-reliant acquisitive crimes like robbery, larceny, 
and burglary. Because the world economy seems to be 
moving inevitably toward a universally cashless system, 
the policy question has more to do with whether govern-
ments (in concert with financial institutions) should ac-
celerate this process or allow it to take its natural course. 

Taking this into account, it is important to note that the 
shift from check-based to EBT-based transfer of bene-
fits to the poor was not designed specifically to combat 
these types of crime. It was for the purposes of stream-
lining the benefits transfer process, improving account-
ing, and curtailing fraud. It is also important to note 
that the shift was made long after the US and most of 
the remaining industrialized world began to adopt and 
integrate electronic monetary transfer protocols into 
their financial systems and institutions. Thus, the role 

7  In the US, electronic payments account for over 75 percent of all 
noncash payments. Meanwhile, check payments now represent less 
than 25 percent (Federal Reserve System, 2011).
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played by EBT implementation on crime in the US is 
only a small part of the overall story of how cashless 
economies will eventually affect crime. To some extent 
this has to do with the target populations of acquisitive 
and predatory crime. Middle and upper class citizens in 
the US who carried a certain amount of cash with them 
back in the 1970s were not significantly more at risk of 
victimization than they are today, even though they are 
far less likely to carry cash today. That is because they 
live in environments where the threat of interpersonal 
crime has always typically been low. This is not the case 
for residents of poor neighborhoods where predatory 
crime has been a constant threat. The same individual 
carrying cash in such neighborhoods during the 1970s 
was significantly more at risk of victimization than 
they would be today if they were now utilizing the EBT 
system to receive their benefits. Because poor urban 
individuals are the primary source of victims for such 
crimes, it is no surprise that the implementation of EBT 
among this population correlates so well with the widely 
acknowledged drop in the US crime rate, which began 
in the 1990s and continues through to today (Blumstein 
and Wallman 2006).

As such, the transition to a cashless environment may be 
made on a community-by-community basis. We know 
from Wright et al. (2014) that the variable transition of 
EBT across counties in Missouri did not evidence any 
shifts of crime from counties that adopted EBT to those 
that had not yet done so. Assuming geographical var-
iations in crime distribution follow similar patterns at 
more local municipal levels (say at the city, town, or vil-
lage level), it could be assumed that local communities 
could adopt cashless ordinances based on their current 
levels of acquisitive and predatory crime. The benefits 
of such a move would be the reduction not only of ac-
quisitive and street crimes, but also of cash-based fraud 
schemes and tax evasion by merchants themselves. In 
addition, since many acquisitive and street crimes oc-
cur between offenders, a reduction in such crimes would 
also prevent offender-on-offender retaliatory violence 
(see Jacobs, Topalli and Wright 2000, Topalli, Wright 
and Fornango 2002), which has been demonstrated to 
be recursive and contagious (Wright and Topalli 2014).

There are some unintended consequences that may or 
may not be viewed as negative or positive depending 
on the constituency evaluating such outcomes. For ex-
ample, a fully cashless economy (or one localized to a 
particular region or city) would substantially impact 
undocumented (sometimes referred to as “illegal”) im-
migration. Undocumented laborers enter the country to 

find work that can be paid for in cash if the employer 
wishes to avoid running afoul of local or national labor, 
employment, and tax laws. Eliminating cash makes 
such schemes almost impossible to execute. While some 
may cheer on such a development, the fact remains that 
many employers, particularly in agriculture, rely on 
such workers to sustain their enterprises (and maintain 
affordable food pricing). At the same time, this develop-
ment would make it less likely that undocumented work-
ers would be exploited or abused.

In neighborhoods where cash is still heavily used and 
where access to banking and other forms of digital 
transactions are scarce, the move to banning cash would 
have a severe impact on black and grey markets, as 
well as on a variety of quasi-legitimate businesses that 
serve to sustain such communities (unlicensed daycare 
centers, day workers, so-called shade tree mechanics, 
etc). As is the case with undocumented immigrants, this 
is a double-edged sword. On the one hand, the elimi-
nation of such quasi-legal or outright illegal operations 
would reduce the chances of abuse or harm (for exam-
ple in the case of an unlicensed daycare facility whose 
workers are unsuitable for the care of children). On the 
other hand, there is no doubt that these kinds of employ-
ment and business activities sustain communities where 
few, if any, legitimate opportunities for making money 
or obtaining such services actually exist. Thus, the chal-
lenge of executing a cashless policy in the service of re-
ducing crime is to ensure that the implementation does 
not replace the bane of criminal victimization that poor 
people experience with economic isolation. As econo-
mies grow and change, the critical question will not be 
whether crime goes away: The evidence suggests that 
street crime will, but it is likely to be replaced with in-
ternet- or online-based crime. Rather, the key issue has 
to do with whether communities that adopt such strat-
egies also have in place procedures for ensuring that 
those most affected by the removal from cash will have 
access to sustainable economic growth and financial in-
clusion, and do not fall behind. 
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