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on Agriculture Sector

9. Demonetization and Effeccts

My, Vikram Vitthal Trale
Rescarch Student, JITU University, - Rajasthan.
Mr. Sanjeevkumar G. Sa ble

Research Student. Shivaji University. Kolhapur.

Abstract

Demonetization has aftected every Indian, but it has hit the agricultural sg
thesc includes prea of land

gment to the

core. Demonetization affected farming direetly in four ways.

. cultivated. erop pattem, productivity and market. The nmpact is visible in different sub-segments.

Farmers normally deal in ready money and India is also mainly a cash economyl. Cash is the

primary mode of transaction in agriculture sector which contributes 15% to India’y total output.

The cash dealings in this economy arc far extra than the total number of clectroni¢ transactions

done on a every day basis. Farmers could not purchase seeds. manures and other things required
ot it.

for farming. It was like financial problem to farmer and took long time to come out ¢

Introduction
Demonetization is the process of devaluing a picce of currency to zero, The Indian
Government has demonetized Rs.500 and Rs.t, 000 denomination notes in circulation and it
directly affected the common man, business and Indian cconomy, [t is important tg study actual
impact of demonetization on farmers and other people and their response about aclicvements ot

. demonetization. The Indian government decided to demonctize the 500 and 1000 rupee notes.
the two biggest denomination notes. These notes accounted tor 86% ot cradicate counterteit
currency, fight tax evasion, eliminate black money gotten from money laundering and terronst
financing activities, and promote a cashless economy. Demonctization has aftected jevery lndian,

but it has hit the agricultural sector the hardest. Agriculture in India accounts for 30% of the-

workforce. Farmers, who are the backhone of our national cconomy, were severclly attected b
the note demonetization. Farmers could not buy sceds, fertilizers and other things required to
farming. :

People  sensitivity concerning  demonetization  was  changed, for the period 0
demonctization they were more hopeful for fine results but after | year they are disuppoint'

about achievement of their anticipation  [rom  demonetization,  People  admitted  the

ENGLISH PART =17 Peer Reviewed Reforeed and GGC Listed Jonrnad No. .m;';},m 60




3
)

\.OL\U\?;}‘EA Vlllsls. SIS;SUE = L-JANUARY - MARCII - 2019
AdAl - N 2277 - 5730 - IMPACT FACTOR - 5.5 (www.sjifactor.com)

nonetization w . . s , . . :
det ‘ as not greatly successful in tumbling corruption, checking terrorist and naxalite
actions and for i rards ens . , o :
act Fmoving towards cashless financial system. But demonctization was successful in

jucing take currencey notes. ¢ . . . o
reducing take currency notes. Common people think that idea of demonetization was good but
cxecution was poor,

Farmers and cash Economy

Demonctization is not a new event for cither the world or India. There are several picces
of evidence of demonetization in the world and some of them in India. [t can be rolled out in the
cconomy to tackle numerous socio-cconomic problems present in the country like black money,
counterteiting, inflation. corruption and so on.

India's 263 million cultivators exist mostly in the money market. Agriculture is truly
dependent upon cash transactions via cash is direct burden to the farmers markets because they

. should purchase all their agriculture inputs cven bigger landholders may face problems such as
paying daily wages to the farmers and purchase in harvested produce while sclling may facc the
problem.

The demonetization of 500 and 1000 rupee notes to crush back economy has come at a
wrong time for farmers.
What is demonetization?

Demonetization is an act of cancelling the legal tender status of a currgncy unit In
circulation. Anticipating positive changes on the liquidity structure as whole, nationg often adopt
Demonetization policy as a measure to counterbalance the current economic condition. Countries
across the globe have used Demonetization at some or the other point to control situations such
as inflation and to boost economy. It occurs whenever there is a change of national qurrency: The

. current form or forms of money is pulled from circulation and retired. often to be geplaced with
new notes or coins. Sometimes, a country completely replaces the old curreney with new

currency.

Demonetization and General Effects: The scheme, popularly called note bapdi, was with

aim to end the menace of black money, counterfeit currency, and corruption. Inevitably, low-

income and rural households have been hardest hit by this currency reform. Due to

demonetization cash was not available to common man to pay for food produets.| It resulted in

drop in demand and ultimately led to 2 crash in the costs of crops. Farmers wete not able to
recover even the costs of transportation
P their products in desperation. Some tarmers resorted to

from the Jow rates offered at market. This forced the

farmers across the country to dum

burying unsold vegetables Agricultural products such as vegetables, food grains, sugarcane,

- e T Jouraal No. - AUT76
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Many farmers were unable to buy fertilize ‘ .
| | eport of the Agrid

7 hi ' w 0106 |
demonctization of high value cuirency in Novembet 2016 e
buy sceds and Tertihize

akh quintals of whg

allowed the

admits that millions of famicrs were unable (0
demonetization. Due to the shortage of cash, about 1.33 !
national seed corporation were not sold. The government had later Y
of Rs 1.000 and Rs 500 for the purchasc of wheat seeds. But this relaxation did £
situation much.
Effect on Market
Agriculture is impacted through the input-output channels as well as p

feedback cifects. Sale. transport, marketing and distribution of ready produc

centres or mandis. is dominantly cash-depéndent. Smail and marginal farmers wer

in contrast to large farmers in case of sowing, purchase of inputs and sale

commodities. Among commoditics, farmers dealing with perishables were mor

who dealt with grains. However, wholesalers were most affected in grain market

fruits and vegclable markets. Vegetables and fruits that along with crops

agriculture’s gross value added in 2015-16, depends critically upon a cash-stry

sector for daily supply network. Sales dropped sharply (25-50%) across

oceurrences of dumping. Demand was repressed for want of currency, so prices v

supply shortages caused prices to rise. How long can the demonctization drag u
persist? And how soon could the segment rebound? The answer js up in the
Shortage of Cash to Pay Wages

During Demonetization farmers have faced problem of C

agriculture labours. Initially There were set an upper limit of cash withdrawal
s '

10.000 per day {up to 20,000 per week) per account, and from
from 10 to 13 November which is changed from 14 November

and 2,500 per day from ATM per account til] 3] December,

| although a ne
withdraw with valid reason. But daily wages was not congide

ut d | red as a valid reason
of amount, therefore along with farmers agricultural faboyy

t

ook several days to get changed.

——
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e

pemonetization and overall effects

Many people were faci vy ) )
tany people were facing difficulties due 1o the move of government, Even thi

s decision

(W u ) : » e - . - "
jowered the GDP of the country. downfall in stock market as well. Two years afte

demonenzation, the Union agriculture ministry has admitted that the farmers were ba
the note ban. Demonetization had made $6 per cent of existing currency (in denominat
500 and Rs 1.000) illegal tender. The farmers. particularly the smaller ones, depend o

the purchase of seeds and fertilizers.

However the government has maintained that demonetization was a necessa

curb black money and a successful exercise. It has defended demonetization in th

criticism by the Opposition who said that the farmers and smaller business entities

worst affected.

Now. the Union agriculture ministry has admitted in a report that the note

affected the farmers. In a meeting of the Standing Committee of the Ministry of Fi

Ministry of Agriculture acknowledged that due to the lack of cash. millions of fam

unable to purchase seeds and fertilizers ahead of the rabi season.

diy hit by
{ons of Bs

h cash for

rv step to
¢ face of

were the

ban badlv
hance. the

NETs WETe

The agriculture ministry informed the committee that when demonetization was

implemented, the farmers were cither selling their kharif vield or sowing 1
Demonetization rendered all the cash they had in hand useless. This drastically af
farmers, as accepted by the agriculture ministry report. which discusses the
demonetization.

Even government seeds could not be sold, the report said further. Demoneti
affected big farmers as they had to pay wages to the labourers working on their fields
went cash-strapped after demonetization.

However, the labour ministry, in its report to the committee, comm
demonctization saying that the move saw an increase in employment data in the
quarters. .

Agriculture ministry took 2 years to admit that demonetization hit farmers badl
Conclusion

On the evening of g"  November 2016, Indian Prime Minister Mr. Nare
announced a sudden denomination of 500 and 1000 rupce notes. Instead of RB

I o : inister « :ed the news ot demonetizati
Urjit Patel, surprisingly Prime Minister announced t ) nonctization
¢ 8" November; means the

V.

b1 crops.
tected the

effects of

ration also

. But they

ended  the

subscquent

"

wdra Modi

| Governor

that these

banknotes would not be legal tender after midnight of th high value

notes will not be legal for transaction. The cash dealings in this cconomy are far extra than the
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