
Kaczmarek, Patryk

Article

Central bank digital currency: Scenarios of
implementation and potential consequences for
monetary system

Journal of Central Banking Theory and Practice

Provided in Cooperation with:
Central Bank of Montenegro, Podgorica

Suggested Citation: Kaczmarek, Patryk (2022) : Central bank digital currency: Scenarios of
implementation and potential consequences for monetary system, Journal of Central Banking
Theory and Practice, ISSN 2336-9205, Sciendo, Warsaw, Vol. 11, Iss. 3, pp. 137-154,
https://doi.org/10.2478/jcbtp-2022-0027

This Version is available at:
https://hdl.handle.net/10419/299055

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dürfen die Dokumente nicht für öffentliche oder kommerzielle
Zwecke vervielfältigen, öffentlich ausstellen, öffentlich zugänglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfügung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewährten Nutzungsrechte.

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

  https://creativecommons.org/licenses/by/4.0/

https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://doi.org/10.2478/jcbtp-2022-0027%0A
https://hdl.handle.net/10419/299055
https://creativecommons.org/licenses/by/4.0/
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/


137Central Bank Digital Currency: Scenarios of Implementation and Potential Consequences for Monetary System

Patryk Kaczmarek *

Central Bank Digital Currency: 
Scenarios of Implementation 
and Potential Consequences for 
Monetary System

Abstract: Computerization of social life enabled market participants 
to search for new forms of electronic payments. The share of cash in 
total payments is systematically decreasing, which poses the risk of 
being supplanted by other instruments, including cryptocurrencies. 
Central banks, therefore, faced the challenge of adjusting their is-
suing activities to the current social and market conditions, which 
resulted in the emergence of the concept and discussion of the in-
troduction of digital cash. The purpose of this paper is to examine 
the abovementioned issues and indication of potential scenarios for 
the introduction of central bank digital currency with an indication 
of potential consequences for the banking sector. The thesis of this 
paper is the following statement: The emergence of digital money of 
the central bank may significantly change the nature of commercial 
banks' activities - including potentially eliminating their role in is-
suing cashless money.
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Introduction

The primary function of central bank in all monetary systems is to issue money. 
The conditions for transferring settlements and making transactions in alterna-
tive goods (cryptocurrencies) made possible by new IT tools resulted in the risk of 
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crowding out central bank money in the future by other instruments. However, 
in order for it to be treated as money - it is necessary to look at the functions of 
money from the point of view of the competitive advantages of non-cash money 
over cash (Gross & Schiller, 2020; Dell’Erba, 2019; Schilling, 2019). Money per-
forms various functions in the economy. Among them, there are such functions 
as (Bank of England, 2020):

•	 exchange medium function,
•	 thesaurus (value storage) function,
•	 clearing (accounting) function,
•	 valuation function.

However, as a result of the expansionary monetary policy pursued based on 
the direct inflation targeting paradigm (Krušković, 2022), some of the above-
mentioned functions (such as the depreciation function of the storage function). 
When trying to define the most important function of money, which is indisput-
able and determines its existence, one should look for the source of the possibil-
ity of purchasing other goods in the economy through it. Therefore, the most 
important function without which a given good cannot be treated as money is 
its potential to the extent that it enables the purchase of other goods, and thus 
its ability to be a means of payment. This function results from the shift from a 
monetary order based on a gold standard towards value-based money, the main 
source of which comes from the fact that state authorities have defined the cur-
rency they issue as legal tender. It is the granting of a monopoly and the legaliza-
tion of a given instrument by the authorities in a given territory that give value to 
these instruments because they build the demand for having them. The essence 
of fiat money is therefore the creation of a demand for means of payment issued 
by a body dependent (directly or indirectly) on public authorities by administra-
tive provision of the possibility (or obligation) to use a given good as a means of 
payment. The absence of an administratively granted monopoly on central bank 
money would lead to the emergence of other instruments and physical goods 
whose value would be based on the credibility of issuers and their assets, and 
crowding out money based on issuance related to the issuance of debt instru-
ments (BoE, 2020, p. 15). The phenomenon related to the creation of central bank 
money would be limited.

To conclude the above thread, it should be emphasized that the real value derived 
from the possession of central bank money is related to the monopoly in which 
it (or the payment instruments of commercial banks created through it) is a le-
gal tender. However, the evolution of the monetary order over the last century 
has led to a number of phenomena that significantly limited the use of central 
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bank money in real turnover. The role of the central bank has therefore evolved 
towards being a “superbank” that influences the real economy through its mon-
etary policy indirectly using monetary policy instruments, open market opera-
tions or quantitative easing. This impact, however, due to the significant role of 
commercial banks in the distribution of means of payment (checks and loans), is 
limited by the monetary policy transmission mechanism (inter alia, by interest 
rates) on the real money supply.

The current (mostly two-tier) monetary system based on central and commercial 
banks plays an important role in enabling consumers to make convenient cash 
and non-cash settlements. Nevertheless, the share of cash in cash settlements has 
been systematically decreasing in the last few decades as compared to non-cash 
settlements (transactions)1. This is mainly due to the fact that, since its inception, 
money has evolved to provide consumers with the most convenient means of 
payment and settlement. Cashless turnover, in particular in terms of electronic 
banking, enables settlements to be made in a convenient, safe and, above all, fast 
and direct manner2. Such forms of payment (transfer order, check) in the form of 
payment by payment card effectively replace cash turnover both in the interbank 
and retail dimensions. It is connected, inter alia, with the high trust of investors 
and consumers in the stability of the banking system and the guarantee of secu-
rity of funds (Trabelsi, 2022). It can also be presumed that many consumers are 
not aware of the unintuitive difference between different types of money (includ-
ing cash, deposit money, checks, electronic money, payment cards), identifying 
them with each other. It is related to the high liquidity of payment instruments 
understood as convertibility into base money3. The blurring differences between 
the various other payment instruments may be even more limited with the in-
troduction of electronic (digital) money of the central bank - which would ulti-
mately replace cash. Such a change potentially leads to fundamental effects on 
the banking market, including the elimination of universal (deposit and credit) 
banks from the system. This article aims to present the conclusions from the 
analysis of the proposed implementation of central bank digital money, outlining 
possible scenarios.

1 As a result of using the money multiplier (depending on the monetary system) - non-cash mon-
ey often accounts for over 90% of cash.

2 In the sense that there is no need for the central bank to physically participate in the transaction 
process.

3 The base money in this area should be understood as the money of the central bank M0.
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Evolution of central banking

The origins of central banking can be traced back to the second half of the 17th 
century, when the Central Bank of Sweden (Sveriges Riskbank) was established. 
It is worth mentioning that money was very diverse then, and the settlements 
and transaction rules in force in a given area were based on the most conveni-
ent and reliable money in a given community. The bullion money, which func-
tioned in the form of coins, was deposited with local bankers who were most 
trusted in a given community. They issued receipts which entitled the owners 
(importantly - the bearers) to spend the deposited bullion money. These bills be-
came the first banknotes and gradually displaced the base currency (in this case, 
deposited coins and gold) from circulation. Convenience in trading these debt 
instruments entitling the bearers to spend gold meant that more and more mer-
chants and the population used paper money, which with the passage of time was 
less and less often "redeemed" and exchanged for deposited gold. Bankers, noting 
this phenomenon and having on the other hand the opportunity to earn by bor-
rowing the deposited money, started issuing banknotes on the basis of granted 
loans, thus starting the creation of money. Nevertheless, until the end of the 19th 
century, most of the money turnover was related to the issue of private bankers' 
notes, and the most effective and safe instrument forced out more risky assets 
from trading, hence the market mechanism - not the one that determined which 
instrument was used in clearing and settlement - was as it is nowadays - a top-
down state monopoly. Competition in the field of means of payment was also 
a self-regulating mechanism, as it prevented bankers from overburdening their 
financial assets with risk, as the loss of credibility due to losses could lead to the 
withdrawal of deposits and displacement of the instrument as the main means 
of payment.

The variety of means of payment, however, apart from the abovementioned ad-
vantages, was associated with difficulties in using these instruments in interna-
tional trade, because it would be difficult to settle accounts by individual coun-
tries or cross-border economic entities in money, the acceptance of which as a 
means of payment was strongly territorially limited (Kaygin, Zengin, Topcuo-
glu, Ozkes 2021). In addition, the possible influence of the state on the price of 
money (interest rates applicable in the market) and the state's borrowing capacity 
depended on its creditworthiness and credibility, and unlike the monopoly of 
minting a bullion coin in a given territory, the state lost control over the money 
supply. This led to the formation of central banks in many countries as well as 
the gradual taking over of the monopoly on the issuance of cash (Jobst & Ugolini, 
2014).
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Table 1: Introductions of central banks45

Year of establishment State Name of Bank

1668 Sweden Sveriges Riskbank4

1694 Great Britain Bank of England

1782 Spain Banco de Espana

1791 United States Bank of the United States5

1800 France Banque de France

1828 Poland Bank Polski

1876 Germany Reichsbank

1882 Japan Bank of Japan

1893 Italy Banca d’Italia

Source: Own study based on: https://www.rp.pl/banki/art6892051-350-lat-historii-
bankowosci-centralnej-na-swiecie Avalaible at 02/04/2021 

It is worth noting that at the beginning of the 20th century, the number of central 
banks in the world did not exceed 30, while by the end of the 20th century the 
number of central banks in the world was approx. 160 (NBP, 2021). Along with 
taking over the monopoly on money 
issuance - commercial banks (private 
bankers) had to transform their role in 
the banking system, becoming some-
how an intermediary in providing 
cash to the private sector. The central 
bank in most countries became the 
“superbank”, the bank of the banks 
and the bank of last resort, but it was 
the commercial banks that became the 
local distributors of central bank mon-
ey. A diagram of the monetary system 
before the emergence of central bank-
ing is shown in Figure 1.

With the advent of central banks and their takeover of the issuance of cash, pri-
vate bankers took over the role of distributors of this money. The gold and bul-
lion money placed in their vaults were successively transferred to central banks 
in exchange for the debt securities they issued (central bank notes), which gave 

4 The Bank of Amsterdam is sometimes considered to be the first central bank to issue banknote 
money (Quinn & Roberds, 2006).

5 First Bank of United States founded in 1791.

Figure 1: Commercial bank money creation 
scheme

Source: Own study
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the right to exchange them for a specific amount of gold (gold parity). With the 
disappearance of banknotes issued by private bankers from the market, they 
were gradually exchanged for notes from central banks, and the gold deposited 
with private bankers was transformed into securities issued by the central bank 
(banknotes). Each consumer (depositor) could henceforth meet his receivables 
from private bankers by paying bullion or cash issued by the central bank, which 
was in the vaults of private bankers since they decided to buy these securities in 
exchange for depositing their precious metal money. This led to the phenomenon 
of further displacement of the base currency from circulation and the monopoli-
zation of cash turnover in the territory of the jurisdiction of a given state.

Nevertheless, private banks, faced with the exchange of real assets into cash and 
then issuing this to depositors, were faced with the obligation to issue documents 
authorizing the release of the due cash. In addition, they had obligations towards 
each individual depositor to release the means of payment deposited by them, 
therefore they were obliged to meticulously record these liabilities and keep a reg-
ister of funds by keeping their clients' accounts. Therefore, some depositors de-
cided, in return for receiving interest, to leave their funds in the vaults of private 
bankers as part of term deposits or as part of current accounts, but in return they 
were given the option of issuing checks and placing transfer orders. This resulted 

in the creation of additional market 
value for clients who chose to use the 
services of private bankers and their 
role evolved. In addition, the central 
bank theoretically had a further mo-
nopoly on money issuance, but it was 
limited to the issuance of cash, and 
payment instruments issued by private 
bankers in the form of checkbooks re-
sulted in the appearance of new money 
on the market, which was a derivative 
of deposited cash with private bank-
ers, which in turn was a derivative of 
the base money in the form of bul-
lion money. The diagram showing the 
structure of money flow in this model 
is shown in Figure 2.

It should be emphasized that the coexistence of commercial and central banks 
was (is) possible only due to the possibility of maintaining fixed-term accounts 
and issuing non-cash payment instruments (checks). Otherwise, consumers 

Figure 2: Commercial bank money creation 
scheme
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would not be interested in maintaining perpetual accounts that would make it 
impossible to make payments, and the activities of commercial banks would be 
strictly limited to the exclusion of term accounts, which would not constitute 
payment instruments in the narrow sense (Sandner, Gross, Grale and Schulden, 
2020; Bindseil, 2020).

The possible elimination of the monopoly of commercial banks for issuing cash-
less money will result in a significant limitation of their activities to investment 
banking and keeping term accounts.

Figure 3: Actual monetary system scheme

Source: Own study

The payment system constructed in this way led to the marginalization of settle-
ments in base (bullion) money, and cash (central bank) and non-cash money ap-
peared on the market in the form of commercial banks' obligations to spend this 
cash (reflected in issued checks). Without going too much into the issue of money 
creation, as it is not crucial from the point of view of the analysis of crowding 
out of the abovementioned instruments for the benefit of subsequent derivative 
money of the next generations, it is necessary to briefly analyse the evolution of 
the approach to bullion money, the value of which has been separated from the 
issued money of the central bank.
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The occurrence of the "great crisis", which is of colossal importance - and impor-
tantly - also in the real economy, led to a reduction in confidence in financial in-
stitutions and the withdrawal of bullion money (gold) from the banking system. 
Maintaining liquidity in the banking sector in the conditions of money creation 
and maintenance of fractional reserves required central banks to raise interest 
rates in order to reduce outflows of deposits and inhibit lending. Unfortunately, 
this action had a pro-cyclical impact on the crisis situation and contributed to 
the reduction of investments, increased unemployment, and also due to the rela-
tive strength of the American currency in relation to others - the deterioration 
of the balance of payments. Countries that after the crisis decided not to defend 
their own currency by carrying out monetary expansion (i.e. pre-war Germany) 
led to a depreciation of the currency, which translated into hyperinflation (e.g. 
the German mark), which, as historians indicate, also influenced the political 
situation (Höpner, 2019). The experience of the heterogeneous monetary policy 
of various countries before World War II had led to a number of important eco-
nomic decisions made by representatives of the Allied countries at the Bretton 
Woods conference in 1944. During the conference, decisions were taken aimed 
at maintaining constant exchange rates, the fluctuation range of which was not 
to exceed 1%. Moreover, the exchange rate stability was to be guaranteed by 
maintaining the convertibility of the American dollar into gold at a fixed rate 
of 1/35 of the dollar per ounce. The other countries participating in the system 
were to maintain reserves in gold or foreign currency, which was to guarantee 
the stability of exchange rates. In order to monitor and conduct international 
settlements, the International Monetary Fund was established and the main as-
sumptions of the system were included in the fund's statute. The system assumed 
the convertibility of the dollar into gold after the abovementioned exchange rate 
and the maintenance of exchange parities by individual central banks in gold or 
in the dollar. Consequently, this led to a significant outflow of the dollar to cen-
tral banks and a reduction in its supply in the domestic market (Truman, 2017). 
This resulted in difficulties in access to capital in the American economy, which 
in turn led to the excessive issuance of the dollar in an attempt to maintain the 
domestic economic situation. The oversupply of the US dollar noticed by central 
banks in the late 1960s led to gold being brought to Europe (primarily by the 
Bank of France), which in turn revealed the inability to maintain the dollar-
gold exchange parity - which resulted in a reduction in the parity and then total 
abandonment of the gold standard in 1973, when a floating exchange rate was 
introduced.
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The move away from convertible currency into gold (Bordo, 2017)6 has had a huge 
impact on the money (banking) system. First, the collapse of the Bretton Woods 
system ultimately eliminated bullion money from circulation. Of course, gold 
remains one of the main components of central bank reserves, but it no longer 
functions as a tender. Second, the detachment of the value of cash from the value 
of precious metals resulted in the creation of Fiat money, the value of which de-
pends solely on the demand for money, which is based on an administrative order 
to use a given instrument as a means of payment in a given territory. Thirdly, 
there has been a break in the relationship between the base money (central bank 
reserves) and the central bank money, which may also be reflected in the future 
with regard to cash.

Although the departure of the gold standard was a turning point in the history of 
central banking, it did not result in a long-term departure from trading based on 
central bank money (or giro money). The maintenance of the demand for money 
is guaranteed by the maintenance of the payment monopoly issued by adminis-
trative decisions in individual countries. The necessity to pay with given instru-
ments, regardless of their real value, naturally builds the demand for money. Not 
only that, along with an increase in the supply of this - the demand for it increas-
es - which is characteristic of goods that play the role of settlement instruments 
because their real value is based on the possibility of purchasing properties. This 
situation, which is comfortable from the point of view of political authorities, is 
also reflected in the great trust placed in money by consumers, who not only ac-
cumulate wealth in it (even despite inflation - although this function of money 
has definitely lost its importance since the collapse of the Bretton Woods system), 
but also they deposit it with commercial banks and use non-cash money.

In recent decades, we have witnessed a huge leap in the degree of banking on 
citizens. This, most often measured by the number of current accounts in rela-
tion to the population, caused the emergence of a phenomenon that in its eco-
nomic content resembles the beginnings of central banking, i.e. the displacement 
of base money from circulation (which is currently cash) in favour of payment 
instruments issued on its basis. The dynamic development of telecommunica-
tions means that currently the instruments of giro money (in the past in the form 
of paper checkbooks) function in the form of payment cards (plastic money), 
which in its economic content function analogously to the execution of settle-
ment checks. The displacement of cash from the payment circuit is rooted in the 
most important competitive advantage of private banks, which is the previously 

6 The departure from the gold standard in the USA was gradual, initially the possibility of ex-
changing for individuals was abolished, then for international and financial institutions.
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indicated possibility of making convenient cash settlements without using base 
money. The current coexistence of commercial and central banks is based on 
mutual coherence. In the event that the central bank enables the abovementioned 
settlements in the retail segment - commercial banks would lose their monopoly 
on the issuance of cashless money and thus - would probably have to fail or be 
limited to operations on the futures market.

Introduction of CBDG only on interbank market

A more mild (at least in the short term) solution for the private banking sector is 
the introduction of digital money only in circulation between financial institu-
tions, and leaving most of the retail trade in the form of vendor money. Such a 
solution could consist of registering digital cash in fiduciary accounts by univer-
sal banks, whilst maintaining accounts of deposit money which would still be 
the main means of payment. However, it could be unintuitive and inconsistent 
for consumers to have a separate digital purse for money marked by the central 
bank and a separate one for cash deposits held at a commercial bank - convertible 
into digital cash. Moreover, such a phenomenon could lead to the introduction of 
incentives to deposit CBDCs in traditional accounts which would automatically 
introduce the digital currency into the fractional reserve system and convert its 
form into contribution money7. Ultimately, such action could lead to the practical 
elimination of cash (also digital) from retail trade. The practical conversion of the 
digital currency into funds on the current account of a commercial bank would 
result in its use for money creation and the target allocation of the issued digital 
currency to the required reserve accounts at the central bank. Such a solution in 
the short term could maintain the stability of the fractional reserve system based 
on the coexistence of financial intermediaries in the form of deposit and credit 
banks, but it would not drastically change the situation on the money market in 
the short term. The conduct of monetary policy would still have to be carried out 
via a conveyor belt with the use of private banks and the money supply controlled 
so far by, among others, reserve requirement ratio. Of course, a significant varia-
tion would be to withdraw physical cash from the market in this way and limit the 
turnover of potential digital cash kept by commercial banks, while maintaining a 
full reserve system for these accounts. Nevertheless, maintaining such a dual sys-
tem of recording cash could be counterintuitive for consumers and troublesome 
to maintain in the long term. However, the introduction of such a system has the 
advantage of enabling system participants to adapt to the new situation. Central 

7 This, in turn, could contribute to introducing an attractive interest rate on funds deposited on 
a vista accounts.
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banks could create infrastructure for 
handling retail accounts, commercial 
banks would redefine the strategy as 
part of new functions in the financial 
system (more as investment firms than 
as lenders), and consumers would ac-
quire experience in servicing digital 
currency as well as knowledge on the 
differentiation between deposit money 
and money base.

Reflecting on the potential conse-
quences of the above-mentioned, in 
this model, it is worth asking the ques-
tion: Why should consumers use giro 
money when they have central bank money at their disposal, that is, base money, 
"great power" money? Is this solution, although it is possible to apply temporar-
ily, under which both types of money would continue to function in the money 
market, possible to maintain in the long term?

It is difficult to answer this question, but a possible scenario is one that will result 
in a transfer of savings (conversion of investment money) to the central bank 
(Choi, Henry, Lehar, Reardon and Safavi-Naini, 2021). It is difficult in the above-
mentioned environment to find competitive advantages of commercial banks 
in providing payment instruments in the long term. Of course, in a shorter pe-
riod of time, the central bank would have to acquire (create) resources in order 
to create the infrastructure necessary to service retail clients, but in the longer 
term, it would be the central bank that would potentially be the issuer with the 
most desirable and reliable payment instrument at its disposal. However, another 
fundamental question should be asked: Should the central bank, in view of the 
above circumstances, also take over credit services in the retail segment? Taking 
responsibility for the assessment of creditworthiness of retail clients is a break-
neck task, requiring huge analytical and infrastructural resources within which 
the central bank might not be as effective as commercial banks operating in this 
area of   the market. In addition, the possibility of creation of central bank money 
using retail loans should be questioned - which would almost completely under-
mine the current monetary order. In the opinion of the author of this article, it 
would be worth preserving the resources of commercial banks developed over 
decades regarding the assessment of credibility and creditworthiness along with 
the accompanying infrastructure and enable them to grant credits and loans. 
How, then, could this be done under the conditions of transferring savings to the 

Figure 4 – Fractional reserve system scheme 
in model of detail accounts of CBDC

Source: Own study
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central bank? From where would commercial banks acquire the funds necessary 
for granting loans and creating money if the account would be hypothetically 
transferred to the central bank? The answer to this question calls into question 
the existence of the fractional reserve system. A similar question has been asked 
so far in the literature in the article entitled "Are Central Bank Digital Curren-
cies (CBDC) the nemesis of fractional reserve banking", in which the author 
asks a justified question about the future of the partial reserve system after the 
implementation of CBDC (Rochemont, 2020). Other authors (Goss & Schiller, 
2020), however, point to the possibility of further coexistence of these two differ-
ent means of payment but they highlight the cyclical nature of the demand for 
CBDC as well as the existence of interest incentives which, in a normal market 
situation, would encourage the population to open vista accounts at commercial 
banks. It should be noted, however, that there would have to be a real incentive to 
open them in the form of a noticeable spread between the interest rate of CBDC 
current accounts and traditional accounts. A "zero" interest rate on the accounts 
of the both risky different means of payment would lead to a transfer of savings 
to the central bank. However, in order for commercial banks to be able to offer 
a noticeably higher interest rate, hypothetically, they may be afraid of taking a 
more risky lending activity, because the current conditions in practice prevent 
commercial banks from undertaking profitable activity using real interest rates 
on current accounts.

Introduction of CBDC on overall market

From the point of view of the smallest short-term consequences for consumers, 
it seems most natural to replace physical currency signs (banknotes and coins) 
with a digital currency. This would require the purchase of circulating cash and 
its conversion into electronic currency.

What consequences could this have and does it seem like a natural and relatively 
not revolutionary solution? Well, first of all, if we were to maintain the current 
model, i.e. the possibility of using both central bank money (digital cash) and 
commercial bank money (giro money) - and the change would consist in the 
exchange of physical cash for digital cash - the new monetary system would have 
to include separate recording central bank money and gravel money (Niepelt, 
2020). In practice, this could only be achieved by allowing the public to have sep-
arate accounts with the central bank, and this would completely revolutionize the 
functioning of the monetary order. This is because the central bank's entry into 
the role of a retail bank would automatically eliminate any competitive advantage 
of commercial banks that hitherto had a monopoly on the issue of gyro money. 
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Giving the population the possibility of having accounts with the central bank, 
additionally those that would register the basic money held, rather than giro 
money, could "oust" most commercial 
banks from the market in a short time, 
whose cashless money would become 
unnecessary in a relatively short time 
(Ayuso and Conesa, 2020). Of course, 
this would not exclude banks' activi-
ties in the area of   term activities (keep-
ing term deposits), investment - proba-
bly offering higher rates of return than 
those offered by the central bank, but at 
the same time, the nature of almost all 
deposit and loan banks would change 
dramatically. Secondly, by making it 
possible to have accounts (digital cash) 
at the central bank, it would obtain a 
strong, direct instrument for imple-
menting monetary policy in a more ef-
ficient way than before (Yuqing, 2020; 
BoE, 2020).

Illustratively, the introduction of digital currency accounts can be presented by 
opening bank boxes for holders for their currency in digital form. As with paper 
money, funds deposited in a vault cannot be managed by a commercial bank, it 
has no access to them, and cannot engage in any activity involving risk in relation 
to these funds. Therefore, it is not a base of a sight deposits that could be allocated 
to the issuance of cashless money and money creation. Under this model, the 
customer coming to a commercial bank has a choice: either to deposit his digital 
cash in a digital locker of a commercial bank, but he will have to bear the cost of 
maintaining this locker, also related to the fact that the bank does not have access 
to the digital cash deposited in it, or lending money to a commercial bank (for 
remuneration in the form of interest or at least no fees for account maintenance) 
and placing the funds on a traditional current account, thus enabling the institu-
tion to dispose of these funds.

Hypothetically, it can be assumed that after the stabilization of the new monetary 
order, both forms of money may function in parallel within this system concept. 
However, it can be assumed that, following the Copernican concept of displacing 
better money by worse money in the normal market situation, market partici-
pants may be more interested in using contributing money for current payments, 

Figure 5 – Proposed new monetary system 
scheme

Source: Own study
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while cash could be forced out of the market and current payments - it would 
therefore act as an instrument for storing value8. The above conclusion can be 
argued, apart from observation and searching for historical analogies, also with 
the observation that despite maintaining negative nominal and real interest rates 
in many countries, the phenomenon of overliquidity of the banking sector and 
keeping savings in bank accounts can be noticed. It can therefore be concluded 
that due to the relatively low propensity to market risk of the population, it is the 
CBDC that could be the asset which, despite negative real or even nominal rates 
of return, would be perceived by consumers as safe, and therefore it is there that 
they would choose to store their value for a long property. Current payments, on 
the other hand, would, as a model, be made more frequently under current ac-
counts (with contribution money).

Results and conclusion

However, the above assumptions make it necessary to draw further conclusions 
presenting the threat to the banking system in the future. If consumers would 
decide to keep most of their savings in digital cash, and only allocate part of the 
funds to current accounts - we may have to deal with a shock to the banking 
system caused by the withdrawal (especially at the initial moment) of deposits 
from private banks and their conversion into digital cash. This, in turn, may up-
set the liquidity of many commercial banks, many of which may become illiquid 
and be taken over by other financial institutions. Therefore, we can assume that 
the possible introduction of the above-mentioned money may result in further 
consolidation of the banking sector and changes in the business model of many 
banks, which will have to compete more effectively with cash, which will now be 
conveniently transferable online. The potential advantages and disadvantages of 
introducing the digital currency of the central bank are listed below.

Potential advantages of a central bank's digital currency (Yuqing, 2020):

•	 breaking the monopoly of bitcoin as a digital currency,
•	 increasing (maintaining) control over transactions and tightening the tax 

system,
•	 reducing the dependence of the economy on private financial institutions 

(issuers of giro money),
•	 accelerating the pace of money circulation in the economy

8 As part of this analogy, one should seek the quality of money in the form of the proximity of its 
convertibility into central bank cash.
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Potential disadvantages (Yuqing, 2020; Bjerg and Nielsen, 2018):

•	 elimination of intermediaries (universal banks) from the banking system,
•	 preserving the digital footprint of each transaction - preventing anonym-

ity (Atako, 2020),
•	 the threat of the emergence of financial inequalities in individual, techno-

logically maladjusted countries,
•	 the threat of an immediate conversion of giro money into central bank 

money at the time of a market panic (BoE, 20209) - and virtually automat-
ic bankruptcy of financial institutions (if such a possibility was retained 
without blocking the system at the time of danger).

Undoubtedly, the threat of the dominance of the central bank's currency over the 
contribution money is the most important threat facing central bank governors 
(Yuqing, 2020). However, we are not yet able to assess which type of money will 
function as a means of payment and which type will be closer to the thesaural 
function. Theoretically, CBDC is money that should be the instrument of choice 
for storing value by consumers, and the money "inferior" - that is, the money of 
commercial banks should remain in circulation, but the final effect will also de-
pend on the quality of the introduced instrument (e.g. transaction service) and 
interest rate monetary and administrative decisions.

The rune bank phenomenon can be eliminated in several ways. The following 
postulates can be found in the literature (Gloss & Schiller, 2020):

•	 the use of a two-tier system of interest rates on means of payment (digital 
cash and deposits) - discouraging the use of CBDC (negative interest rate, 
Bindseil, 2020)10,

•	 creating an administrative limit for the possession of digital cash by indi-
vidual users (Panetta, 2018),

•	 limiting the convertibility of deposits to CBDC (Kumhof & Noon, 2018).

To conclude the question that is the basic question, the hypothesis of this article 
- there is a real threat of eliminating the contributing money from the financial 
system in a system based on maintaining retail accounts directly by the central 
bank and a smaller - although still real threat in the case of keeping such ac-

9 As the Bank of England reports in its analysis: "during a period of stress or financial uncer-
tainty, households and businesses saw CBDC as less risky than commercial bank deposits (not-
withstanding that retail depositors enjoy FSCS protections), that rush to safety could trigger 
broader systemic instability."

10 This postulate is also expressed by the author of this article.
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counts (lockers) by commercial banks. The key issue in this respect is the crea-
tion of incentives and administrative limits securing the banking system against 
withdrawing deposits from commercial banks.
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