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Abstract: Demonetization is one of the huge advances started by Government of India in tending to the different issues like 

dark cash, fake money, debasement, illegal intimidation and so on Exercise from generally demonetization guides us how to 

rebuild the conservative arrangement of nation by beating the prior foundations for disappointment. Demonetization carries 

different bothers to average citizens, it is basic to assess the short run what's more, and medium term impacts on the economy. 

This paper clarifies the effect of such out of here the accessibility of credit, spending and heaps of action identifying with the 

government money framework. Catchphrases Demonetization, Indian economy, Black cash, Equal economy, Cashless 

exchanges, Counterfeit money, Corruption. 

 

1. Overview 

What is demonetization?  

Demonetization is the demonstration of reclaiming of a cash unit of its status as legitimate delicate. Demonetization 

becomes irreplaceable at whatever point there is a stage of public money. The old unit of money is resigned and supplanted with 

new ones. This choice decides the incredible impacts everywhere on the residents of the nation on the grounds that overnight all 

the cash you have happened to no utilization until what's more, except if you change it with new cash units or store it in the banks. 

To appreciate demonetization better we should take a gander at benefits and negative marks of demonetization – Focal points of 

Demonetization 

1. The primary favorable position of demonetization is to discover or track those individuals who have unaccounted money or 

money on which no personal assessment has been paid.  

2. Individuals unveiling their pay by storing cash in their financial balances the administration gathers a colossal sum of cash 

as an expense income, which further are utilized by the government for building the country, social monetary condition 

and fortify the instruction, clinical and transportation framework. 

 

Disadvantages of Demonetization  

1. At first it now and then may make lawfulness issue also, scattered circumstance at banks and ATMs which are the simply 

medium to change the old money units to new money units.  

2. Demolition of old cash units and printing of new legitimate delicate new units engage overheads which must be borne by 

the legislature and in the event that the expenses are higher than benefits, at that point there is no utilization of demonetization.  

 

2. Demonatization happens in the world 

In 2015, the Zimbabwean government demonetized the Zimbabwean dollar as an approach to battle the nation's excessive 

inflation that was recorded at 231,000,000%. The 3-month movement involved canceling the Zimbabwean dollar from the nation's 

money related framework and hardening the US dollar, Botswana pula, and South African rand as the nation's legitimate delicate 

in an offer to settle the economy. One more instance of demonetization happened when the countries of the European Monetary 

Union received the euro in 2002. To change to the euro, specialists previously set trade tax for the diverse cross country monetary 

standards into euros. At the point when the euro was presented, the old public monetary standards were demonetized. In any case, 

the old monetary forms stayed convertible into euros for some time with the goal that an even change through demonetization 

would be guaranteed. The Coinage Act of 1873 demonetized silver in backing of embracing the highest quality level as the lawful 

delicate of the US. The pulling out of silver from the money related framework brought about thinning down of the cash 

gracefully, which consequently prompted a 5-year financial downturn in the nation. Because of the horrible situation and request 

from silver excavators and ranchers, the Bland-Allison Act remonetized silver as lawful delicate in 1878. 
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3. Objective 

1. To get idea about demonetization and its impact on the Indian market. 

2. To know the quantum of currency circulation. 

3. To analyze the impact of black money 

4. To understand its positive and negative effect on economic growth of the nation. 

 

4. Literature Reviews 

Anil I Ramdurg and Dr. Basavaraj CS ( 2016) led an investigation on Demonetization: Redefining Indian economy. This 

article has made an endeavor to evaluate how the apparatus of Demonetization can be utilized to kill equal economy. They 

additionally contemplated that Demonetization is a general measure to alleviate the issues of dark cash and fake notes, however 

there are explicit measures to handle a similar threat. Demonetization is, for the most part, quickly or at the same time followed by 

remonetisation, as there is no other way.  

Dr. Harvinder Singh Bhalla, Ms. Harpreet Kaur Furthermore, Mr. CP Meena (January 2017) Researched on Impact of 

Demonetization and Implications in which they zeroed in on  the Demonetization is a set up training in money related strategy to 

handle dark cash. It was implied tobe out of nowhere executed. Previously, demonetization has occurred twice however it fizzles 

on the grounds that the thought is to handle the dark cash existing available for use. So they reasoned that in request to control the 

dark cash, it is essential for the nation to take system through which this can be constrained by trading just as by changing the 

group. Demonetization put an extraordinary effect on the economy development rate.  

Sukanta Sarkar (2010) directed an examination on the equal economy in India: Causes, impacts and government activities 

in which he zeroed in on the presence of causes what's more, effects of dark cash in India. As indicated by him, the principle 

purpose for the age of dark cash is the Indian Political System for example Indian govt. just centered around making panels 

instead of to actualize it .So, he presumed that laws ought to be executed appropriately to control dark cash in our economy.  

CA lalit Mohan Aggarwal (2012) altered the White Paper on Black Money examined that infringement of laws by local and 

state government prompts crimes which thusly prompts age of dark cash in Indian economy. 

 

5. History of Demonetisation In India 

This isn't the first occasion when that the legislature has made this move to demonetize the money of India. Truly, past 

Indian governments had demonetized certified receipts. In January 1954, banknotes of 100 and 1,000 rupees were removed and 

new notes of 100, 500 and 1000 rupees were presented in 1954. The Janata Party alliance government demonetized banknotes of 

1000, 5000 and 10,000 rupees on 16 January 1978 as methods for restriction manufactured cash and dark cash. In 2012, the 

Central Board of Direct Taxes had advised against demonetization, saying in a report that "demonetization may not be a answer 

for handling dark cash or economy, which is to a great extent held as "benami" properties, bullion and adornments". As far as 

worth, the yearly report of Reserve Bank of India (RBI) of 31 March 2016 expressed that absolute bank notes available for use 

esteemed to 16.42 trillion (US$240 billion) of which almost 86% (around 14.18 trillion (US$210 billion)) were 500 and 1,000 

banknotes. As far as volume, the report expressed that 24% (around 22.03 billion) of the aggregate 90266 million banknotes were 

available for use. The Legislature of India demonetized Rs 1,000, Rs 5,000 and Rs 10,000 notes in 1978 as well. 

 

Demonetization in India by PM Narendra Modi 

On November 8 night, Prime Minister Modi, in his broadcast address to the country, made Rs 500 and Rs 1000 notes 

invalid, saying that it was pointed toward checking the "illness" of debasement and dark cash which have taken profound root. 

Individuals holding notes of Rs 500 and Rs 1,000 can store the equivalent in their bank and mailing station accounts from 

November 10 till December 30. All notes in lower group of Rs 100, Rs 50, Rs 20, Rs 10, Rs 5, Rs 2 and Re 1 and all coins 

proceeded to be legitimate, and new notes of Rs 2,000 and Rs 500 were presented. There was no adjustment in some other type of 

cash trade be it check, DD, installment through credit or charge cards and so on. 

 

Indian Scenario and Impacts of demonetization  

Today, over 75% of all exchanges in India are led in real money. India is the main prepared cash concentrated economies of 

the world with Cash to GDP proportion of 12%. for example the estimation of notes and coins available for use as a level of GDP. 

While for instance Cash to GDP proportion is only 3.93% in Brazil, 3.73% in South Africa, and 5.3% Mexico. It will outfit and 

quicken the interest for gold as sheltered store of abundance. This would bring about gold imports and it will affect equilibrium of 

installments. It will be a major lift for e-wallets. Ewallet is an online prepaid record where one can stock cash, to be utilized when 

required. You can pass by on the repayment of your e-wallet to your loved ones also. It will be a large lift for charge cards. India 

is as yet a gigantically un-banked country. Innumerable among the oppressed don't have bank accounts. To envision them to 
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utilize plastic lawful delicate is unreasonable. In hinterlands of India present day banking framework is simple so it will be a 

predicament for little brokers. 

 

Impact on black money 

1) Demonetarization of Rs 500 and Rs 1,000 currency notes will address issues like black money and corruption and also help 

the economy become more digital. 

2) It has great impact on eradicating the corruption that is prevailing in India and also on financing of terror activities in India 

 

Impact on inflation  

1) Rise and fall in costs are firmly connected to the cash flexibly on the lookout. On the off chance that the gracefully of cash 

builds, its value diminishes and result into value rises. The converse case is emptying, if cash flexibly goes down, the 

estimation of cash builds results into emptying.  

2) The feature Consumer Price Index hit a long term low of 3.63% for November 2016; it was 5.41% in November 2015. The 

significant supporter of the decelerate in worth increases was the food and refreshments gathering, where value rises 

facilitated to 2.56% generally on the rear of a drop in the costs of vegetables, a exceptionally transient item.  

3) In the setting of demonetization, because of limited admittance to money, the optional spending on merchandise and 

enterprises in the CPI barring food and fuel have been influenced. 

 

6. Positive situation  

Radical gatherings  

The Demonetization has severely punch Maoist and Naxalites too. The surrender rate has arrived at its highest since the 

demonetization is reported. It is said that the money these associations have gathered over the long time have left with no worth 

and it has made them reach to this end. The move likewise apparently injured Socialist guerrilla gatherings (Naxalites) financing 

through money launderin 

 

Real estate purifying  

It is accepted that real estate is a business based on black assets. The degree of black money coasting around in the area is 

enormous. As indicated by a gauge in any event 40 for every penny of real estate exchanges are in black. Demonetization move 

will shorten the progression of black money into the real estate area. This will help in making the genuinely necessary remedy in 

the area. The impact: A surprising dunk in land and property costs.  

 

Black money  

Of the Rs 17 lakh crore of complete cash inflow in the nation, black money is assessed at awesome Rs 3 lakh crore. Black 

money is only a lot of the nation. Black money administrators run an equal economy which shakes the very organization of the 

Indian economy. With demonetization move, all homegrown black money will either be kept into the manages an account with 

hefty punishment or be essentially obliterated. 

 

7. After effects of demonetization 

Cash shortage  

The shortage of cash because of demonetization prompted tumult, and a great many people holding old banknotes 

confronted challenges trading them because of constant lines outside banks and ATMs across India, which turned into a day by 

day practice for a large number of residents holding back to store or trade the 500 and 1000 banknotes since 9 November.  

 

Deaths  

A few people were accounted for to have passed on from remaining in lines for quite a long time to trade their old 

banknotes. Deaths were additionally credited to absence of clinical help because of refusal of old banknotes by medical clinics.  

 

Securities exchange crash  

As a consolidated impact of demonetization and US official political race, the financial exchange records dropped to an 

around half year low in the week following the declaration. The day after the demonetization declaration, BSE SENSEX smashed 

almost 1,689 focuses what's more, NIFTY 50 plunged by more than 541 focuses. Before the finish of the intraday exchanging area 

on 15 November 2016, the BSE SENSEX record was lower by 565 and the NIFTY 50 record was under 8100 intraday. 
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Transportation halts  

After the demonetization was reported, about 800,000 transporters were influenced with shortage of cash; with around 

400,000 trucks abandoned at significant thruways across India were accounted for. While significant thruway cost intersections on 

the Gujarat and Delhi Mumbai thruways likewise considered long to be as cost court administrators declined the old banknotes.  

 

Agriculture 

Exchanges in the Indian agribusiness area are intensely reliant on cash and were unfavorably influenced by the 

demonetization of 500 and 1,000 banknotes. Because of shortage of the new banknotes, numerous ranchers have deficient cash to 

buy seeds, manures and pesticides required for the estate of Rabi crops normally planted around mid November.  

 

Banking  

In the initial four days after the declaration of the venture, around 3 trillion (US$45 billion) as old 500 and 1,000 banknotes 

had been stored in the financial framework and around 500 billion (US$7.4 billion) had been apportioned by means of 

withdrawals from financial balances, ATMs just as trades over the bank counters. Inside these four days, the banking framework 

has dealt with around 180 million exchanges.  

 

Business  

Constantly week after demonetization, cigarette deals across India saw a fall of 30–40%, while Web based business 

organizations saw up to a 30% decrease in cash on conveyance (COD) orders. A few internet business organizations hailed the 

demonetization choice as a catalyst to an expansion in computerized installments. The interest for purpose of deals (POS) or card 

swipe machines has expanded. Epayment choices like PayTM furthermore, PayUMoney has likewise observed an ascent. As per 

information of Pine Labs, the interest for its POS machines multiplied after the choice. Further it expresses that the charge card 

exchanges rose by 108% and Mastercard exchanges by 60% on 9 November 2016.  

 

Decrease in GDP development  

Worldwide examiners cut their figures of India's GDP development rate because of demonetization. India's GDP in 2016 is 

assessed to be US$2.25 trillion, subsequently; every 1 percent decrease in development rate speaks to a deficit of US$22.5 billion 

(Rs. 1.54 lakh crores) for the Indian economy. 

 

Drop in industrial yield  

There was a decrease in exchange and assembling yield as ventures were thumping by the hard cash emergency. The 

Purchasing Managers' Index (PMI) tumbled to 46.7 in November from 54.5 in October, recording its most keen decrease in three 

years. A perusing over 50 shows development and a perusing beneath shows compression. This shows a lull in both, assembling 

and administrations ventures. The PMI report indicated likewise demonstrated that the decrease in inflation in November was 

because of shortage in money flexibly. The development in eight center areas, for example, concrete, steel and processing plant 

items, which comprise 38% of the Index of Industrial Production (IIP), was uniquely to 4.9 percent in November as contrasted and 

6.6 percent in October 

 

8. Conclusion 

As one can assume from the above article that the demonetization has both pros and cons it can be also said that this is the 

historical step taken by the government of India, and should be supported by the habitants of the nation. It will draws the positive 

result in future form the equity market perspectives, this move may bring some fall in the sectors like jewellary, consumer 

durables, currency items and real estate it may be a milestone to improve the tax policy system, the complete eradication of fake 

currency and sustained economical growth is an integral part of it. 
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