
Volume 6, Issue 7, July – 2021                                              International Journal of  Innovative Science and Research Technology                                                 

                                        ISSN No:-2456-2165 

                                                                                                                                      
IJISRT21JUL527                                                                www.ijisrt.com                     765                                  

The Effect of Non-Cash Payments on Inflation Rate 

with Cash Circulation as an Intervening Variable 

during the Covid 19 Pandemic 
 

 
1Fitriani Rahim, 2Muhammad Asdar, 3Muh. Sobarsyah, 4Idayanti Nursyamsi 

1Fitriani Rahim Master in Management Science, Faculty of Economics and Business, Hasanuddin University  
2Muhammad Asdar Master in Management Science, Faculty of Economics and Busines, Hasanuddin University  

3Muh.Sobarsyah Master in Management Science, Faculty of Economics and Business, Hasanuddin University  
4Idayanti Nursyamsi Master in Management Science, Faculty of Economics and Business, Hasanuddin University  

 

 

Abstract:- This study aims to analyze the effect of non-

cash payments on money circulation and inflation during 

COVID-19 pandemic. It also examines the effects of 

money circulation on inflation. To determine the impact 

of non-cash payments on inflation, money circulation is 

used as an intervening variable during the COVID-19 

pandemic (2017-2020). The data was collected using 

various techniques, including observation and 

documentation. Furthermore, descriptive analysis, 

classical assumption testing, simple linear regression 

analysis (model 1), multiple linear regression analysis 

(model 2), and hypothesis testing were used to analyze the 

collected data. The results showed that non-cash 
payments have significant positive effects on money 

circulation and inflation rate, while money circulation has 

a significant effect on inflation. The mediation test results 

using the Sobel showed that the amount of money 

circulation might partially mediate non-cash payments on 

the inflation rate in Indonesia during the COVID-19 

pandemic. 

 
Keywords:- Non-Cash Payments, Inflation, and Money 

Circulation. 

 

I. INTRODUCTION 
 

The rapid spread of the Covid-19 outbreak had a major 

impact on the Indonesian economy. Apart from the health 

issue, the pandemic has negatively affected the global 

economy. To mitigate this problem, Bank Indonesia (BI) has 
further strengthened all policy mix instruments to stabilize the 

rupiah exchange rate, control inflation, and support financial 

system stability. This is carried out through hygienic money 

circulation and encouraging the public to use non-cash 

transactions, such as electronic money, internet banking, and 

QR Code Indonesia Standard (QRIS). Furthermore, Bank 

Indonesia also accelerated the digital economy and finance 

implementation to recover the economy through collaboration 

between banks and fintech. To maintain financial system 

stability, it controls the economy as the monetary authority. 

This involves determining the amount of currency in 

circulation and demand deposits in monetary target 

commercial banks. This is essential because the stability of 

the economy is maintained through the amount of money in 

circulation. 

The monetary authority estimates that non-cash 

transactions will lead to transparency and help limit money 

circulation. This means that the higher the level of non-cash 

transaction usage, the less the demand for money. Table 1 

shows an overview of data on the money circulation, inflation 

rate, and the number of non-cash payments in Indonesia from 

2017 to 2020. 

 

Table 1. Data on the Amount of Non-Cash Payments, 

Money Circulation and Inflation Rate in Indonesia in 

2017-2020 

 
Source: Data processed, 2021 

 

According to Table 1, the amount of money circulating in 

Indonesia is increasing every year. For instance, it increased by 

5,518,336.63 trillion, 5,891,380.71 trillion, and 6,520. 382.73 
trillion in 2018, 2019, and 2020, respectively. 

 

Apart from money circulation, non-cash payments also 

affect inflation. Table 1 shows Indonesia's general annual 

inflation average for the last 3 years. The year 2017 

experienced inflation of 2.85, which was controlled in line 

with the target of 2.91 in 2018 and supported strong economic 

growth. This positive development is attributed to the well-

run transmission of monetary policy, controlled financial 

system stability, and inflation of 3.29 in 2019. The 

government will try to keep inflation on target at 4.1% to 

support people purchasing power and good financial 

management. However, there was a drastic decline of 1.70% 

in 2020. This is because low and stable inflation is a 

prerequisite for sustainable economic growth, which 

ultimately improves the welfare of the people. High and 

unstable inflation negatively affects money circulation, 
necessitating the need to control it. 
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The slowing growth in the amount of money in 

circulation was also caused by the increased use of non-cash 

payment transactions in demand, including debit cards, credit 

cards, and E-money, as shown in Table 1. Non-cash payments 

have increased every year from 2017 to 2019, indicating that 
the public accepts them for transactions. Furthermore, it is 

more popular in the community than cash payments for 

various reasons, including low transaction costs, lack of 

energy and time required, and not constrained by time and 

place to transact. Non-cashpayments facilitate and support the 

needs of human activities such as toll payments, buying 

credit, online shopping. It also provides security because there 

is no need to carry large amounts of cash directly for 

transactions. 

 

In this study, non-cash payment transactions, inflation, 

and money circulation are independent, dependent, and 

intervening variables. The purpose of the study was to 

examine the efforts made by Bank Indonesia and the 

government to control the money in circulation through 

inflation and the application of cashless transactions. 

Furthermore, the impact of non- cash transactions on money 
circulation and inflation are still current issues that need to be 

reviewed in line with the emergence of financial technology 

(fintech) that affects the economy. 

 

II. MATERIALS AND METHODS 

 

Study Location and Design 
This is a descriptive study that uses a quantitative 

approach. The data obtained is analyzed, presented, and 

described based on the actual conditions to draw conclusions. 

The study uses time-series data obtained from Bank Indonesia 

per year, starting from 2017 to 2019.  

 

Population and Sample 
The population is non-cash payments, inflation, and the 

money circulation in Indonesia from 2017 to 2020, which also 

constitute the sample. 
 

Data Collection Method 
The data collection technique used was literature study. 

This involved collecting literature, scientific articles, research 

journals, scientific articles, and documents from the official 

website of Bank Indonesia. 

 

Data Analysis 
The data analysis techniques used include descriptive 

analysis, classical assumption test, simple linear regression 

analysis (model 1), multiple linear regression analysis (model 

2), and hypothesis testing. 

 

III. RESULTS 

 

Descriptive Analysis 

 
The data processing results using SPSS version 23 

showed that the average non- payment transactions cash 

amounted to 606,722,805 with a standard deviation of 

62,703,438. The lowest number of non-cash payments was 

460.493,909, while the highest was 774,207,153. Furthermore, 

the average amount of money in circulation from the samples 

is 5,773,349, with a standard deviation of 540,730. The 

smallest value was 4,936.882, while the highest was 

6,900,049. The average inflation rate of the samples was 

0.277, with a standard deviation of 
 

0.267. The lowest rate was -0.100%, while the highest 

was 0.740%.Simple Linear Regression Analysis 

 

Table 2. Results of Simple Linear Regression Equation 

(Model 1) 

 
Source: Processed Data 

 

Regression data processing results showed that non-

cash payments have a significant value of 0.000 because the 

sign value = 0.000 <0.05. Therefore, non-cash payments have 

a significant effect on money circulation. 

 

Multiple Linear Regression Analysis 
Table 4 shows the results of data processing using the 

SPSS program. 

 

Table 4. Multiple Linear Regression Analysis of Non-Cash 
Payments with Money Circulation on the Inflation Rates 

in Indonesia 

 
Source: Processed Data 

 

The multiple linear regression equation is presented as 

follows.  

Y = -0,373 + 0,694X – 0,401 

 

The multiple linear regression equation above is 

interpreted as follows: 

a. The constant value is -0.373, which means that without 

non-cash payments and money circulation, inflation is -

0.373%. 

b. The regression coefficient value for non-cash payments is 

0.694. This means that non-cash payments have a positive 

effect on inflation. 

c. The regression coefficient value for money circulation is -

0.401. This means that money circulation has a positive 

effect on inflation. 
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Table 5 shows the extent of the relationship or 

correlation between non-cash payments and money 

circulation on the inflation rate. 

 

Table 5. Model Summary 

 
a. Predictors: (Constant), Money Circulation, Non-cash 

Payments 

 

b. Dependent Variable: Inflation 

From the summary model, there is an R-value of 0.602. 

This means that non-cash payments and money circulation 

strongly affect inflation because r is close to 1 or 60.2%. The 

percentage of the influence of non-cash payment and money 

circulation on inflation is determined from the R-square 
value, 0.363, translating to 36.3%. Other variables outside 

this study model influence the remaining 63.7%. 

 

The hypothesis can be tested using the partial test (t-

test) and simultaneous test (F test). 

 

1) Partial test (t-test) 
The partial test (t-test) examines the effect of each 

variable by comparing the significant and standard values. In 

case the significant value is less than the standard value, the 

effect is significant. 

 

From the results of processing the regression data 

shown in table 5.10, the hypothesis testing is described as 

follows: 

 

a) Effect of non-cash payments on inflation 
The results of hypothesis testing for non-cash payments 

obtained a sign value of 0.000 < 0.05. Since the sign value is 

smaller than the standard value, non-cash payments have 

significantly affect inflation. 

 

b) Effect of money circulation on inflation 
The results of hypothesis testing for money circulation 

obtained a sign value. of 0.006 < 0.05. Since the sign value is 

smaller than the standard value, money circulation 

significantly affects inflation. 

 

2) Simultaneous testing (F test) 
To determine the simultaneous effect of non-cash 

payments and money circulation on inflation during the 

COVID-19 pandemic, the F test was used to compare the sign 

values with standard values. In case the sign value is smaller 

than the standard value, the effect is simultaneous. Table 6 
shows the results of the simultaneous test (F test). 

 

Table 6. Simultaneous Testing 

 
Source: Processed data 

 

a. Dependent Variable: Inflation 

 

b. Predictors: (Constant), Money Circulation, Non-cash 

Payments  

From the table, a significant value of 0.000 was obtained. 
Since the value of 0.000 <0.05, non-cash payments and money 

circulation simultaneously affected inflation during the 2017- 

2020 COVID-19 pandemic. 

 

IV. DISCUSSION 

 

The effect of non-cash payments on money circulation 

during the COVID-19 pandemic period 2017 to 2020 
This study showed that non-cash payments positively 

affect the circulation of money. The greater the non-cash 

payments made, such as through ATM cards, E-money, or 

credit cards, the more the money circulation, especially 

during the COVID-19 pandemic. Furthermore, the partial test 

results showed that non-cash payments significantly affect the 

amount of money circulation. The non-cash payments 

significantly increased the circulation of money during the 

COVID-19 pandemic. 
 

The effect of non-cash payments on inflation during the 

COVID-19 pandemic 
The results of data analysis show that non-cash 

payments affect the inflation rate. The increase in non-cash 

payments also increased the inflation rate. The partial test 

results showed that non-cash payments had a significant 

effect of increasing inflation. Empirical findings showed that 

non-cash payments have a significant effect on increasing 

inflation rates. 

 

The Effect of money circulation on inflation rate during the 

COVID-19 pandemic 
The results of data analysis showed that money 

circulation has a negative effect on inflation rates during the 

COVID-19 pandemic. Therefore, increased money circulation 

reduced the inflation rate during the pandemic because of the 
decline in the use of non-cash payments, such as debit or 

credit cards, during this crisis. 

 

According to the partial test, the increase in money 

circulation during the COVID-19 pandemic reduced the 

inflation rate. This is in line with BPS data in Makassar, 

which showed that the inflation rate in 2020 decreased 

compared to 2017 to 2019, the pre-pandemic period. 

Furthermore, the level of money circulation led to a 

significant decline in the inflation rate. This indicates that the 

level of money circulation significantly reduces the rate of 

inflation. The comparison between money circulation and the 

inflation rate shows that money demand increased. Previously, 

the inflation rate increased yearly but started decreasing 

during the pandemic. Therefore, money circulation has a 

negative effect on the inflation rate. 

 

The Effect of Non-Cash Payments on Inflation through 
Money Circulation during the COVID-19 pandemic 

The results of data analysis through the mediation test 

using the Sobel test analysis tool showed that the money 

circulation mediated the effect of non-cash payments on the 
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inflation rate. This implies that non-cash payments affect the 

inflation rate through money circulation. Since non-cash 

payments increase money circulation, it decreases the 

inflation rate. 

 

V. CONCLUSIONS AND SUGGESTIONS 

 
This study makes several conclusions from the analysis 

and discussion, including 1) Non-cash payments have a 

positive and significant effect on the circulation of money, 2) 

Non-cash payments have a positive and significant effect on 

the inflation rate, 3) The circulation of money affects 

inflation. This means that the circulation of money has a 

significant influence of declining inflation rate, especially 

during the COVID-19 pandemic, 4) The results of the 

mediation test using the Sobel test showed that the amount of 

money circulation partially mediated non-cash payments and 

the inflation rate. Since non- cash payments affect the 

circulation of money, it decreases the inflation rate. Therefore, 

this study makes 3 suggestions, including 1) The government 

should pay attention to the value of non-cash payment 

transactions (debit cards, e-money, and credit cards) to 
increase the amount of money circulation, 2) Bank Indonesia 

needs to pay attention to a public understanding regarding the 

non-cash transaction campaign intensified through the 

Cashless Society to be further enhanced in the future, and 3) 

Future research needs to add other factors that affect the 

inflation rate and add a longer period. 
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