
                                                 Review Of Research                                    
ISSN: 2249-894X             Impact Factor : 3.8014(UIF)              Volume - 6 | Issue - 3 | December - 2016 
_________________________________________________________________________________ 

________________________________________________________________________________________ 
Available online at www.lbp.world 

1 
 

 

IMPACT OF DEMONETIZATION ON RURAL AND URBAN PEOPLE 
 

Savitri S. Macha  
M.Com.SLET. 

ABSTRACT 
DEFINITION OF 
'DEMONETIZATION' 
Demonetization is the 
demonstration of 
stripping a cash unit of 
its status as lawful 
delicate. It happens at 
whatever point there is 
a difference in national 
cash: The present shape 
or types of cash is 
pulled from 
dissemination and 
resigned, regularly to 
be supplanted with new 
notes or coins. Some of 
the time, a nation 
totally replaces the old 
money with new cash. 
The inverse of 
demonetization is 
remonetization, in 
which a type of 
installment is 
reestablished as 
legitimate delicate.  
Affirmation of 86 
percent of money notes 
as illicit delicate in only 
a flicker of time on eve 
of eighth November 
2016 ordered the 
making of quick 
intrusion in day by day 
lives. The mayhem was 
made in each stratum 
of the general public 
whether upper, center 
or lower. Where some 
respected the move as it 
was seen for checking 
dark cash,  

 circumstance and 
weight from ranchers 
and silver 
mineworkers and 
refiners, the Bland-
Allison Act 
remonetized silver as 
legitimate delicate in 
1878.  
Affirmation of 86 
percent of cash notes 
as illicit delicate in only 
a squint of time on eve 
of eighth November 
2016 ordered the 
making of quick 
intrusion in day by day 
lives. This development 
rendered everybody 
shocked as this was 
groundbreaking choice 
and sudden one which 
was announced with 
no earlier data at night 
at 8:15 p.m. tended to 
by our decent Prime 
Minister Shri Narendra 
Modi. This idea of 
demonetization isn't 
new. This move is 
focused for flushing the 
loads of "dark cash" 
out of our economy 
and getting them 
genuine, managed an 
account and assessable 
with the goal that it 
turns into a piece of 
our economy. On 
surveying the 
microeconomic 
impacts it fairly ended 
up being valuable: to  

numerous are enduring 
by this development. In 
any case, the 
preeminent sufferers of 
this move were the 
casual segment of 
Indian economy, where 
cashless exchanges are 
negligible. Casual 
segments of Indian 
Economy incorporates 
106 exercises like 
farming, specialists in 
development, nearby 
transport, group 
administrations and 
little workshops like 
shoe makes and piece of 
clothing 
makers(International 
Conference of Labor 
Statistics (2003), rustic 
populaces and the 
urban poor and white 
collar class. This paper 
went for checking on 
the general 
ramifications of 
demonetization on 
country individuals. 
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INTRODUCTION  
Dramatic Examples of 
Demonetization 
The Coinage Act of 
1873 demonetized 
silver as the legitimate 
delicate of the United 
States, for completely 
receiving the highest 
quality level. A few 
coins, including two-
penny piece, three-
penny piece, and half 
dime were suspended. 
The withdrawal of 
silver from the 
economy brought 
about a constriction of 
the cash supply, which 
along these lines 
prompted a five-year 
monetary 
discouragement all 
through the nation. In 
light of the critical  
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begin with, the uncollected income at different Nagar Nigams expanded and second it was additionally a 
political move as it was a surgical strike on dread financing, fashioned notes course can likewise be 
controlled. However on macroeconomic level huge number of populace is thinking about this move as 
out of line because of the issues looked by them. Demonetization is characterized as demonstration of 
stripping a cash unit of its status as legitimate delicate. It alludes to suspension of current money and 
supplanting it with new cash. Demonetization isn't another idea; in the past additionally it has been 
used by different nations and additionally India to check cash some flopped seriously with this move. 
Table 1 demonstrates the nations which beforehand restricted the notes and their impacts on economy. 

 
IMPACTS OF DEMONETIZATION 
• On Economy  
• Invalidation of 500 and 1000 notes undermines to push Asia's third biggest economy into 

liquidity emergency.  
• Demonetization affected seriously as it prompted money crunch which will at last outcome in 

GDP development colliding with 0.5% in the second 50% of budgetary year 2016-17 meaning 
thus it would decelerate 0.5% down from 6.4% in the past a half year. Development from 
October to December quarter it will demonstrate negative development (according to 
announced by Ambit Capital, Mumbai based value look into firm). 

 
DISRUPTION IN SUPPLY CHAIN MANAGEMENT: 

1. “The whole production network has been broken," said by Somani, who utilize 150 individuals 
crosswise over India from his base outside Mumbai, as his truck are relinquished with no cash 
for fuel, specialists won't stack merchandise for nothing out of pocket, and wholesalers can't pay 
up.  

2. Impact on store network of merchandise and enterprises is disassembled which will 
additionally affect the creation. Somani detailed that they are cutting their generation yet in the 
event that it goes for maybe a couple months then they will gravely endure  

3. Businessmen are denied of assets overnight to convey exchanges, as they neither have source 
products nor they can pay the vehicle of merchandise to advertise. Retailers can't offer their 
wares since clients are not having money and can give using a credit card just up to certain 
degree. 
 

CASH CRUNCHED 
 People containing from disorderly segment to enormous customer products have seen their pay 

tumbled by roughly 80 percent in the primary seven day stretch of swap alone  
 Population depending on casual, money based are extremely hit. A meeting demonstrated that 

Green merchant of New Delhi gets cash to run his shop and he gave vegetables on layaway for 
initial two days however now he is compelled to close down his shop as he doesn't have enough 
money, he additionally told that if this condition holds on for in excess of a two weeks then his 
family may need to go foodless.  

 For greater firms it has been more hard to pay their workers  
 For development segments money is the fundamental frame in which installments are paid.  
 Chandubhai Kothia, head of Gujarat based Shree Ganesh Chemicals grumbled that farthest point 

of 24000 money withdrawal for each week isn't adequate as installments of wages to specialists 
and transports are to be done in real money. 

 
 In a broadcast address on Nov. 8, Indian Prime Minister, Narendra Modi declared that two of 
India's most elevated group money bills – Rs. 500 (US$7.35) and Rs.1000 (US$14.70) – would never 
again be perceived as a lawful delicate. Overnight, the move rendered 86 percent of the nation's trade 
out dissemination useless.  
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What took after was a large number of Indians lining up for a considerable length of time 
outside banks to exchange their demonetized bills for new Rs. 500 and Rs.2000 charges, a trade set to 
proceed until Dec. 30.  

While some are naturally baffled with this surprising move, others are praising PM Modi's 
troublesome measures.  

The Indian government has named this move as "a surgical strike against dark cash" and a stage 
to change India from a transcendently money based economy – where 90 percent of all exchanges occur 
in real money – into an advanced one. 
 
DEMONETISATION IN INDIA 
 The principal demonetisation in the autonomous India was done in the year 1946 and another 
in the year 1978. Around then the cash notes of higher division constituted just 3% of the aggregate 
money in the dissemination and its impact on the bother was insignificant.  

To the extent demonetisation of November 2016 is concerned, the rupees 500 and 1000 
constituted under tremendous offer of 86% of the notes available for use amid 2016.  

The measure of the economy, the development rate of the economy and the part of the private 
area and administrations division to financial development and advancement was little in the year 1946 
and 1978 when contrasted with the year 2016.  

The quantity of individuals inside the net of the Income-Tax was additionally not all that vast 
amid 1946 and 1978. There are in excess of 11 crore PAN card holders now and the number is on 
increment.  

In the year 1946 and 1978 open were at that point mindful that the demonetisation will be 
presented by the administration at some point or another, consequently, the demonetisation around 
then couldn't create any significant pick up to the economy.  

One of the key highlights of the demonetisation in 2016 is that it was kept exceptionally 
mystery, so the dark cash holders couldn't get whenever to change over their dark cash and fake money 
into white cash. 
 
RURAL DEVELOPMENT 

Provincial advancement is the way toward enhancing the personal satisfaction and financial 
prosperity of individuals living in country regions, regularly moderately disconnected and meagerly 
populated areas. 
[1] Provincial advancement has customarily focused on the misuse of land-concentrated common 
assets, for example, horticulture and ranger service. Nonetheless, changes in worldwide generation 
arranges and expanded urbanization have changed the character of rustic zones. Progressively tourism, 
specialty producers, and diversion have supplanted asset extraction and horticulture as predominant 
monetary drivers. 
[2] The requirement for rustic groups to approach improvement from a more extensive viewpoint has 
made more spotlight on an expansive scope of advancement objectives as opposed to only making 
motivating force for farming or asset based organizations. Training, enterprise, physical foundation, and 
social framework all assume a critical part in creating rustic regions 
.[3] Rural improvement is additionally portrayed by its accentuation on privately delivered monetary 
advancement strategies. 
[4] as opposed to urban locales, which have numerous similitudes, provincial territories are 
exceptionally unmistakable from each other. Thus there are a substantial assortment of country 
improvement approaches utilized globally. 
[5] Rustic improvement is an extensive term. It basically centers around activity for the advancement of 
zones outside the standard urban monetary framework. we should consider what kind of provincial 
advancement is required in light of the fact that modernization of town prompts urbanization and town 
condition vanishes.Rural development agencies 
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 Technical Centre for Agricultural and Rural Cooperation ACP-EU (CTA) Agricultural and rural 
information provider 

 USDA Rural Development, an agency of the United States Department of Agriculture 
 European Network for Rural Development{Amaram M. C., FaithGem. 
 England Rural Development Programme by DEFRA 
 Agricultural Development & Training Society, India 
 Tipperary Institute, Ireland 
 Azerbaijan Rural Investment Project in Azerbaijan 
 Nimbkar Agricultural Research Institute, India 

 
URBANISATION IN INDIA 

Provincial advancement is the way toward enhancing the personal satisfaction and 
financial prosperity of individuals living in country regions, regularly moderately disconnected 
and meagerly populated areas. 
[1] Provincial advancement has customarily focused on the misuse of land-concentrated common 
assets, for example, horticulture and ranger service. Nonetheless, changes in worldwide generation 
arranges and expanded urbanization have changed the character of rustic zones. Progressively 
tourism, specialty producers, and diversion have supplanted asset extraction and horticulture as 
predominant monetary drivers. 
[2] The requirement for rustic groups to approach improvement from a more extensive viewpoint has 
made more spotlight on an expansive scope of advancement objectives as opposed to only making 
motivating force for farming or asset based organizations. Training, enterprise, physical foundation, 
and social framework all assume a critical part in creating rustic regions. 
[3] Rural improvement is additionally portrayed by its accentuation on privately delivered monetary 
advancement strategies. 
[4] as opposed to urban locales, which have numerous similitudes, provincial territories are 
exceptionally unmistakable from each other. Thus there are a substantial assortment of country 
improvement approaches utilized globally. 
[5] Rustic improvement is an extensive term. It basically centers around activity for the advancement 
of zones outside the standard urban monetary framework. we should consider what kind of 
provincial advancement is required in light of the fact that modernization of town prompts 
urbanization and town condition vanishes. 
 
The Rural Effects of India’s Demonetization Efforts 

In a broadcast address on Nov. 8, Indian Prime Minister, Narendra Modi reported that two of 
India's most noteworthy category money bills – Rs. 500 (US$7.35) and Rs.1000 (US$14.70) – would 
never again be perceived as a legitimate delicate. Overnight, the move rendered 86 percent of the 
nation's trade out dissemination useless.   

What took after was a huge number of Indians lining up for a considerable length of time 
outside banks to exchange their demonetized bills for new Rs. 500 and Rs.2000 charges, a trade set to 
proceed until Dec. 30.  

While some are justifiably baffled with this sudden move, others are commending PM Modi's 
troublesome measures.  
The Indian government has named this move as "a surgical strike against dark cash" and a stage to 
change India from an overwhelmingly money based economy – where 90 percent of all exchanges occur 
in real money – into a computerized one.  
Yet, how arranged is country India for this redesign?  

"General quick effect in the country regions is more negative than for urban areas," said Ravi 
Ramamurti, Director of Center for Emerging Markets and a recognized teacher of International Business 
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and Strategy at Northeastern University. "Provincial territories depend more on money than current 
techniques for executing like versatile wallet, credit or charge and in this way the effect is more."  

The general population of lower financial strata, every day wage laborers, who work in the 
fields or in development, who don't have ledger and depend on day by day wages will be especially 
hard-struck said Ramamurti.  

As per "Advanced Payments 2020," a Boston Consulting Group (BCG) and Google report 
discharged in July 2016, India is en route to turning into a "computerized behemoth" given the rising 
PDA entrance and growing web get to. The report gauges the aggregate installments through advanced 
installment instruments will be in the scope of $500 billion by 2020.  

Nonetheless, that won't show itself equally the nation over.  
Truth be told, PDA infiltration and rising web access may not really convert into expanded 

computerized exchanges in country India.  
There's a urban-provincial advanced gap as far as web access in India. India has 342.65 million 

web endorsers as of March 2016, as indicated by the Telecom Regulatory Authority of India (TRAI). 
111.94 million of those are provincial endorsers, to put it plainly, most of the nation's associated 
individuals live in urban territories.  

As far as portable supporters, be that as it may, India is positioned second on the planet with 
more than one billion versatile endorsers. That is a great deal in a nation of 1.2 billion.  

After Modi's demonetization move, India has seen a surge in use of credit and platinum cards 
yet monetary consideration in India stays low. As indicated by a World Bank ponder, financial balances 
in India expanded from 35 to 53 percent in the vicinity of 2011 and 2014. Between 2014 – 2015 open 
strategies went for money related incorporation, for example, Pradhan Matri Jan Dhan Yojana opened 
extra 25.82 crore ledgers. All things considered, a larger part of nationals don't have financial balances 
and some who do have, are torpid records, thusly numerous can't utilize cards or versatile saving 
money administrations.  

In any case, Ramamurti pointed that over the long haul it is trusted that demonetization would 
prompt better budgetary consideration and push India speedier towards advanced installment 
economy.  

The portable managing an account industry, which revealed a gigantic surge post-
demonetization, says it's a chance to convey money related straightforwardness to the nation. Paytm, a 
versatile wallet organization, revealed a 250 percent spike in general exchanges. A comparative surge in 
downloads and exchanges were accounted for by other versatile wallet organizations like PayU India, 
MobiKwik, and Freecharge.  

To guarantee smooth progress to advanced installments in provincial India, portable wallet 
organizations should give benefits in dialects other than English and enhance computerized proficiency 
among those clients. Organizations like Paytm and MobiKwik have just begun doing this, though 
gradually.  

It will be essential, Ramamurti focuses, that they make trustworthy foundation which will give 
direction to uneducated and carefully unskilled individuals.  

Be that as it may, the greatest test following demonetization will be, the means by which to 
realize a behavioral change among individuals: where money has for quite some time been top dog. 
 
CONCLUSION: 
  Without satisfactory and legitimate arranging; the demonetization-driven money crunch has 
rendered Indian economy deadened for brief term as the casual segment which includes 40 percent 
share in GDP has turned out to be unviable. Numerous individuals don't have financial balances where 
they are paid in real money are confronting serious issue. Hours of working time is being squandered in 
remaining in lines for trade. For physically slight and senior natives it is grave issue for sure to get new 
notes. Number of passings happened for need of medications as the specialists disproved to take 
categories of 500 and 1000. To have an assuage from this unnaturally made anguish fractional move 
back of 500 sections must be taken as; change for 2000 note for little exchanges is another enormous 
issue for the average citizens. More littler groups notes must be guaranteed in bank and ATM's very 
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ahead before with the goal that this intense lack of notes were not felt as individuals would as of now 
had in their pockets. However the impacts of progress are developing from the framework itself and 
can't be resolved in advance. Thus we can just hypothesize future macroeconomic impacts of 
demonetization.  
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