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Introduction

As we all know that the govt has implcmcnlcd am
demonetizing the high value currency n
be effective from §™ of November 2016 and the change

. : i rior inti
November itself, which was a step without any pre planning or without p

ajor change in the economic ficld by

otcs of Rs. 500 and Rs 1000. These notes were ceased to

. th
as to be implemented right from 97 of

ation to the

L. , . ﬁolh Of
public at large. People were given a time limit of only few days that is only |upto 3

December 2016 to change the currency notes in their possession. This specific pn posal of the

govt involves the elimination of the existing notes in circulation and a gradual replacement of

new set of notes. The reason for such a drastic step taken for demonetization is twofold one is 10

control counterfeit notes that could be contributing to terrorism, and second to
eliminate black money. .
Historical Elevation

The French were the first to use the word Demonetization in the vears be
and]835. Since then many countries have used the word and the policy.

India has demonetized for the first time on 12th Jan. 1946, ( Saturday. Sect

I6th Jan. 1978 (Monday), Third time on 8th November, 2016 (Tuesday).

In case of the first event of demonetization . the results of demonetization me

summed up by Sir Chintaman, in his Dadabhai Naoroji Memorial prize fund . Lecturd

H ] > r * " T - \ . .
at Bombay in February 1957 as "It was more of “conversion” a varving rates of

losses than demonetization .
The second event of demonetization hag be remarked by the

in his budget Speech as 28th Feb. 1978 as - The demonetization of high (e
was a step primarily wimed at controlling illegal transactions, It jg a:
which Govt. has taken and is determined 1o 1ake Against anti-social eleme

The consequences and effects of the third ¢ o

discussion in the present rescarch article, The third even of demonctiza;
Uzation was decl
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November, 2000, 10 wis aimed to-check ek Mooey and lidie cappeney Hates in pasticalin, W
wos sturprvinply mwd suddenly snnouneed by the Prame Miniister i hin television Addyess 1o the
nation in e evening of 8th Novembor, 2006 at # pan, Ve Demonetizatlon apnofced v thil
ol R 0004 & Ry 500 ctirveney Noles,
Objectives
Y Tostady the efteety ol demuonatizntion on peneral public,
M o study the impaet of demonetization on unorpanized Inhnur..
Menning and Poliey of demaoncetization
Demonctization is (e uct of stripping, a carrency unil of it st i leprad| tender, “Thu
demonetization becomes necessary, whenever there is a change ol nationad curreney and the '
. poticy o its being used. Tn sueh a situgtion the old carrency needs to be retired and yeplaced with
INCW CuITeney unit,
Thus demonetization is the withdrawal of a particular form of currency from circulation.
Through demonctization old curreney s repliaced by # new currency nole oF @ currency
circulation of specific note is blocked.
These demonetization measures have significant and immediate impact on the state of the
Indian cconomy, These measures are also expected to have o long time efleet on dertain classes
of the unorganized scctors
Scope of the Study
As we peep into the history of demonctization in India, it is seen that the demonctizition
under discussion is the third event of demonetization in India. 15 the actual figures and
caleulation of the demonetized currency  noles and their cireulation in all the events of
demonetization they can be summed up as.
In the first stage In January 1946 bank notes of 1000 and 10000/- Rs. were withdriwn
and new notes of Rs.1000, 5000 and 10,000/ Rs. were introduced ot 1000, 5000 and 19
thousand Rs. were demonctized on 16th Jun, 1978 as & menns (0 prevent counterfgit money and
black moncey. -
Going through the Specilic present caleulations of demongetization it is seery that, on 28th
October, 2016 the total number of bank notes in circulation in ndin was 17.77 lukls crore (US'S
200 billion). In terms ol value, the annual report ol Reserve Bank of India (RBE ab st March,

2016 the total bank notes in cireulation valued to 1682 Tkl crores e (US S 240 billion) ol

.l'[\(:ITHWH I“’..r;\-l?l."”-nlhl‘ i'rl'}:;'r' i{;;»‘zl—,:(--&n-‘-;!-«[\;l ;ftjlb:;’;';j;ill(j-(t,(;(' Listed Jowpid N w770
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as 500 & 1000/ by,

which nearly $6% means almost |

. - qated 1ha
notes. In terms of’ volume, the report st '
- L . . to demancetization {e
million bank notes were in circulation. " quddcﬂl)’ duc to ed 1

OsC

ol cash which ¢ »f old bank notes fuge

The scarcity of bank notes at P(,sscssmn (

current unrest and chaos among mosl ol the ) Ll exchanges outside the banks an
. lipne for 8
cndless Tine AT ac the
) k notes also affected the ATM's as they were
nk notes ak . ]
(he country werce nop-functional ang

places. people 1
difficultics in exchanging them due t

{
ATMs throughout the country. 1 ‘he scarcity ol bt
d halt the A TM's In
¢ on large scale.
about 800,000 truck drivers were

running out of cash for hours and aroun

this raised the degree of sutTering of the peneral publi
1t of demonctization,

anded at major highways across [ndia
affected with scarcity of cash and around 400,000 irucks standed at maj | gh . ‘
otested against demonetization and its effects op

It was scen that after announcemel

were reported & also farmers & their unions pr
their cconomic difticulties.

A terrible sctback was seen in the International standing of the Indian economy & the

economic field was seen to be struggling with a slowdown. Real cstatc may sed significant and
noteworthy course correction. The demonctization decision was cxpected to have far reaching
cffects on real estate. Black money was scen to be responsible for gross pppreciation of
properties in metros. The real estate prices have scen a sharp drop Impact of Demonetization.

It can be scen that demonetization has been seen to be two-fold, in positive and negative

effects. The demonetization measures have had significant and immediate impact on the state of

the Indian economy, which are expected to result in long term impact on some scators

Positive impact
They can be summed up as
*  Black Money Tracking

. Reduction in illegal monetary dctivitieg

U Increasc in investment in Jay Dhan Yojang
AR

. Terror funding reduction,
. Course correction in rea) estate

. Moving towards digital Payments & digital (4
o dlransactio
. Increase in Tax-revenue, o
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Negative impact
. Public inconvenience.
*  Reduction in Money circulation.
. ATM calibration
. Corrupt and fraudulent activitics.
. Decrease in business (ransactions.

Impact on unorganized Scctor

India has a large population of unorganized labour, majority of the labour apd poor sector

3

fail within the class of unorganized labour.
Taking into consideration this specific fact it has to be specifically studied as to the
nature of transactions done by this sector. If the labourers in the unorganized sector, such as
Agricultural labours, Domestic workers specifically women, roadside vendors, vegetable vendors
all may be included within this category of unorganized labour.

General impact on unorganized labour

This specifically includes the difficulty that has arisen in handling the situation due to
demonetization. as the transactions which were easy to be carried out in cash. now. need proper

planning, intelligence and foresight such as recalibration of ATM machings, this class

specifically lacks all the above.
Specifically if we observe the agricultural scctor we clearly notice that demonetization

was declared in harvest time, when the farmer was in nced of money in cash for purchase of

. seeds for new crops and fertilizers. In order to harvest the crops he was in need of machinery

which was gencrally made available on rent, which again nceded to be paid|in cash. This

particularly was not possible as they did not posses cash duc to scarcity of cash in Banks.

Moreover it also needs to be considered that in order 1o obtain this cash he had to stand in
queues in the banks far days together, which he could not afford as the harvest s¢ason and time

was passing and late cultivation would definitely bring a great loss,

Further more, the deposits of such farmers were generally with the co-operative banks
and the district Central Co-operative banks, which had limitation over withdrawal. This led to
gross inconvenience 10 this sector. |

$ix days after Rs.500 & Rs.1000 notes were demoncetized the RBI disallowed district co-
the RBI also

operative bank from accepting and exchanging the withdrawn curreney. With
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[ litigaton and started OpCration,

posited dur

refusing to aceept notes, already de
1 " ' . . |
Ihe Co-operative hanking Institutions went throte

witly nonnally st 1o retum, cuch a8 Kcrillil anxld M“h"fﬂ‘iht
b this period the impact on DCCB's wils severe IN state” o

ks exlensive.
! i “India i . 93% ol the
Fhe unorganized sector of India include 93% ol

a slowdown & during the

where the co-operative banking netwol . .
perative banking n ation the margindisg

working pOPlll

' specilic periofl many had ¢
labour in construction scetor has come 0 )
1 Bihar were estimated to have returned to their
Most of the labourers, Masons, cycle

lose even their jobs.

Morc than 50,000 migrant workers {ron
o currency Crisis.
artis

home state afier losing their jobs due
ans were also facing the same problem

factory workers, textile mill employecs and jewellery
) restrictions o wit

digital banking and other clectronic

as their employers could not pay their wages due hdrawals.

Organized scctors were already familiar with
transactions in some or the other way, but the unorganized labour sector have suffered the most

as they had been used to get and save in torm of currency notes. They do not hold black money

but maintain currency as a part of the system. They found it very difficult to manage as they

were not paid wages but had to buy their essentials.

Majority of the Indian unorganized scctor is illiterate or less cducated due 1o which they
do av ici OW . - )
not have sufficient knowledge of cashless transactions. The resources available to this class
1 4.
are also limi i y -
o limited. Thus the capacity of these unorganized small scale traders apd vendor to
urchase their raw ial cte. is also af . L

p material ctc. is also affected, which in turn also affects the s¢lling price of

thetr goods and produces which causes a serious loss to them . Thi
m .This makes it crystal clear that t

would take a long way [ s rural .
g way for the rural and unorganized labour scetor to ad ¢t ¢
: adapt to the process ©

digital pavment and the business which are mainly cash dri
. ds vVen wi \ . .
of payment 50 as to reach the effect of bringin 1 will have to adapt the new modes
£ apositive chy;
] : . “]n 'C h I N H .
"It 15 perunent to note that "The hosier |t 58Dy wily of Demontization
siery and bicyele |
¢ industries | : .
stries in Ludhigna, the brass
L]

industries in Moradabad, the lock industry in Aligarh, 3
@, ]Cjc

s alanatian fndict e i wellery industries
the plantation industries in West Bengal & Kerala they had 4 Y industries in Surat & Baroda,
wd all sh
shut dow

scale units that operated as an ancillary unit 10 the big ing . It was tound that smal
. HE Industries
All the evidence sugpeste : ICS wore <y
idence suggested that it wag e organised re shut down.
or that w

Arun Kumar, a renowne ; 5
d authority, on the as hit the most.” a3

ack ecq
nomy, "
Yo who taught at the centre 1F
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Economic studies and planning o fawaharlal Nehra Universily & also helped [primer Prime
Minister V., Singh in cconomie topies in Dy ndddress Lo e "Eeonmuie times”
Conclusion

Demonetization of the high value currency notes is a mujor step lowards eradication of
black money for the larger interest of the country such decisions are inevitable, it also has o pood
impact on curbing black money to some extent, it nlso reflects to he step towardy good governor
and transparency .

Yet it cannot be overlooked that it has adversely alfected the general public, causing
a step would ave been taken after due

oross inconvenience, which could be avoided i such

1
preparation,

Another aspect is that it may not even be helpful to curb the black money fully which was

its basic objective.
Thus demonetization has adverscly affected unorganized labour, and hgs a negative

impact on this sector.
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