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ABSTRACT
Man has invented numerous things for his better life, convenience and comfort.  Invention of money is considered as one
of greatest inventions of man. After the bitter experience of barter system man went on inventing a substitute and new
way of exchange, invented money as a medium of exchange  and as a tool for fighting the inconveniences faced in barter
system. Due to the medium of exchange, medium of transfer of value, store of value, portability, hide-ability, etc.
qualities of paper currency notes people hoar money. The corrupt people in the society have chosen the way of hiding
black money. The black money, a tax evaded money should be brought out and same can be used for the development of
the economy. With this intention the government of India demonetized paper currency notes of Rs.1000 and Rs. 500 face
value on 8th November 2016. Now currencies of Rs. 500 and Rs. 1000 have no value and have gone out of circulation of
money. In this paper attempt is made to find out the impact and incidence of demonetization on rural people. This paper
includes objectives, hypothesis, conceptual frame work, history of demonetization, rural public opinion, etc.
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INTRODUCTION
Man has invented numerous things for his better life, convenience and comfort. Invention of money is
considered as one of greatest inventions of man. After the bitter experience of barter system man went on
inventing a substitute and new way of exchange, invented money as a medium of exchange and as a tool for
fighting the inconveniences faced in barter system. Coins of different metals were used as money before the
introduction of paper standard. The paper standard solved the problem of shortage of gold for minting coins
and problem of portability.  Paper money with the advantage of portability, durability and storability came out
as legal tender. The monetized economy was considered as better economy with the elimination of barter
economy. The paper money, popularly known as paper currency notes are being used as a medium of
exchange worldwide. In all the countries of the world the Central Bank of respective country has taken the
responsibility of issuing currency notes. It is the Central Bank of the nation has monopoly power of issuing
currency notes of different denominations. In India paper currency notes of different denominations (Rs. 5,
Rs.10, Rs.20, Rs.50, Rs.100, Rs.200, Rs.500, and Rs.2000) are used with coins of different denominations.
RBI the Central Bank of India has the responsibility of issuing currency notes of different denominations.
Portability, durability, store of value, liquidity, etc. are some of the good qualities of paper currency. Wish to
have property for self and beloveds for present and future luxuries and safety life, corruption has become
popular in the society. Due to the medium of exchange, medium of transfer of value, store of value,
portability, hide-ability, etc. qualities of paper currency notes people hoar money. The corrupt people in the
society have chosen the way of hiding black money. The black money, a tax evaded money should be brought
out and same can be used for the development of the economy. With this intention the government of India
demonetized paper currency notes of Rs.1000 and Rs. 500 face value on 8th November 2016. Now currencies
of Rs. 500 and Rs. 1000 have no value and have gone out of circulation of money.
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CONCEPT OF MONETIZATION AND DEMONETIZATION
Monetization is an act of releasing a new currency unit and giving status of legal tender and injecting in to the
circulation and demonetization is an act of withdrawing an existing currency unit from the status of legal
tender and pulling out from circulation. Demonetization is an act of withdrawing an old unit of currency and
replacing it with a new currency unit. In other words demonetization is the process by which a Central Bank
of a country removes the money of legal tender currency issued earlier and such demonetized currencies are
no longer accepted as payment for goods and services. The act of demonetization is performed to fight against
inflation, against corruption, tax evasion, black money, hoarding of money and discourage the dependency on
cash in the economy for transaction and exchange and to facilitate trade, etc. According to Layman
demonetization means making currency notes worthless.

BACKGROUND
The government of Indian demonetized currency notes once in 1946 and in 1978 with the goal of fight against
tax evasion by “black money” horded outside. In 1946, the currency notes of Rs.1000 and RS 10.000 were
removed from circulation by the pre-independence government and hoped demonetization would penalize
Indian business those who were concerting the fortunes amassed supplying in the 2nd world war. As the
currency of such higher demonetization was not accessible to the common people therefore the note ban did
not have much impact.

In 1978, the prime minister of India Shri. Morarji desai announced the currency ban and demonetized bank
notes of Rs. 1000, 5000, 10.000 and withdrawn from circulation with the hopes of cutting counterfeit money,
black money and controlling illegal transaction.

The Central Board of Direct Taxes recommended against demonetization n 2012 and opined in its report that,
'the demonetization may not be a solution for tackling black money or economy which is largely held in the
form of benami properties, bullion, jewelry, etc.

Total bank notes in circulation in India were Rs 17.77 lakh crore as on 28th October, 2016. According to the
annual report (31 march 2016) of Reserve Bank of India (RBI) in terms of value, total bank notes in
circulation valued at Rs 16042 lakh crore of which nearly 86 percent (around Rs 14.18 lakh crore) were of
face value of Rs. 500 and Rs. 1000 bank notes and in terms of volume, the 24% percent (around 22.03 billion)
of the total 90.266 million banknotes were in circulation. Surprisingly Prime minister Narendra Modi,
government of India announced demonetization of Indian currency notes of  Rs. 500 and Rs. 1000 on 8th
November 2016 at 8 P M in an unscheduled T V address.

NEED FOR THE STUDY
Government of India on 8th November, 2016 announced the note ban of currency notes of Rs. 1000 and 500.
This is not the first time which the government has done this but earlier than this also the same shock was
given to the people. The rich, corrupt, illegal shocked negatively and innocent middle class and poor people
shocked positively. The impact and incidence of such shock on different groups of people are different.
Studies on such topics are  quite essential to find out the extent of  impact and incidents on the different
people, communities, groups, political parties, etc. Studies on such topics especially in rural areas are very
much required because most of the Indians live in rural India. Hence this study.

OBJECTIVE OF THE STUDY
The present study has following objective

1. To study the Effects of demonetization on Indian economy in general.

2. to study the impact of demonetization on the people in general

3. to examine the effects of demonetization on rural people in Shivamogga taluk.
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HYPOTHESIS OF THE STUDY
Following hypothesis were set for this study

1. The rural people in Shivamogga taluk are adversely affected by the demonetization
2. The rural people in Shivamogga are happy as demonetization removes black money from the society.

LIMITATIONS OF THE STUDY
1. The study is restricted to the selected sample 10 villages of Shivamoga taluk, hence the result of the study

cannot be generalized

2. The study is based on the information provided by the respondents.

3. All the limitations of primary data are applicable to this study

METHODOLOGY
The present study has covered 10 villages of Shivamogga taluk viz Ublebail, Nidige, Hosahalli, Sogale,
Gajanru, Matturu, Sakkarebayle, Mandgadde, Kuskur, Dummalli and 10 respondents were randomly
interviewed and collected information, from each village.

SOURCE OF DATA
Both primary and secondary data were collected and used for the study.

PRIMARY DATA
The primary data required for the study has been gathered from selected respondents from the selected
villages of Shivamogga taluk.

SECONDARY DATA
The secondary data has been gathered from published sources like books, journals, articles, reports and
internet.

GENERAL EFFECTS OF DEMONETIZATION ON INDIAN ECONOMY
1. Negative impact on black money hoarders

2. Negative effect on money supply, shot term and long term

3. Negative impact on banks

4. Negative impact on prices

5. Negative impact on demand

6. Negative Effect on the GDP

7. Negative impact on politicians

10. Pull up the parallel economy Increase in usage of online transaction and alternative modes of payment

11. A huge fall in human trafficking and sex trafficking.

12. Effect on Radical groups-The demonetization has badly affected maoist and naxalites. It is said that, the
money with these organization collected over the years lost its value.

13. Effect on Hawala-Mumbai police reported a set back to hawala operations due to demonetization. Hawala
dealers in Kerala were also affected. The Jammu and Kashmir police reported the sevear effect of
demonetization on hawala transactions.
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NEGATIVE EFFECTS OF DEMONETIZATION
1. CASH SHORTAGE
The scarcity of cash due to demonetization led to chaos, and most people holding old banknotes faced
difficulties exchanging them due to endless lines outside banks and ATMs across India. which became a daily
routine for millions of people waiting to deposit or exchange the Rs 500 and 1000 bank notes since 9
November. ATMs were running out of cash after a few hours of being functional and around half the ATMs
in the country were non-functional sporadic violence was reported in new Delhi, but there were no reports of
any grievous injury, people attacked banks premise and ATMs and a ration shop was looted in Madhya
Pradesh after the shop owner refused to accept Rs 500 banknotes.

DEATHS
Several people were reported to have died from standing in queues for hours to exchange their old banknotes.
Death also attributed to lack of medical help due to refusal of old banknotes by hospitals. As of 15 November
2016. The attributed death toll was 25. And 33 deaths as of18 November.

The demonetization led to stock market crash, transportation halts, dumping of agriculture products, tension in
banking services, difficulties in business, confusions in forecast of GDP growth rate, drop in industrial output,
income tax raids and cash seizures, seizures of Rs 2000 notes, more Rs. 2000 currency notes with influential
persons, unknown deposits in the bank accounts of poor and Jan Dhan Yojana Accounts, etc.

FINDINGS
The findings of the study are as follows

1. Out of 100 respondents 50 percent agriculturists and 50 percent others were interviewed.
2. Of the total respondents 79 percent of respondents were happy and 21 percent were not happy with

demonetization.
3. Of 100 respondents 73 percent of percent of respondents had Pradhan Mantri Jan Dhan Yojana bank

account.
4. Out of the total respondents 42 percent of respondents had ATM cards.
5. 83 percent of respondents blamed the government because of non operation and closure of ATMs.
6. Of the respondents 41 percent of respondents were in favour of digital and cashless economy and 59

percent were against.
7. Among 100 samples 30 percent of respondents were happy with the issue of currency note of Rs. 2000

denomination and 70 percent were unhappy because of its quality.
8. Of the total respondents 80 percent of traders in the study area said that they faced problem of change of

Rs. 2000 whenever they had to return for small purchases to the customers.
9. Of the total respondents 92 percent of respondents were unhappy with the limited withdrawals from

banks.
10. Among 100 samples 94 percent of respondents expressed their unhappiness whenever they saw the news

of people caught with lakhs and crores of Rs. 2000 currency notes in raids.
11. Of the total respondents 82 percent of respondents were ready to tolerate the torture of shortage of liquid

cash as it was a temporary phenomenon.
12. Among 100 samples 31 percent of respondents were appreciated the old barter system and said history

repeats.
13. Of the total respondents 90 percent respondents expressed that they will support these kind government

policies only if the intention of the policies reaches their goal without much hurting their innocent life.
14. Of the total respondents 74 percent of respondents were happy with demonetization because of removal of

black money from the society and 24 percent respondents were happy because of the elimination of
corruption.
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SUGGESTION
1. All the people in rural areas should have bank account
2. Government should provide banking facilities to all rural areas.
3. Banks should popularize the use of ATM cards among rural people.
4. Restrictions on the use of ATM cards should be relaxed.
5. Government should make sufficient arrangement while adopting actions like demonetization, etc.
6. The government while imposing any restrictions should think about the conveniences and inconveniences

of rural people and rural areas.
7. Government should think about the impact of the implementation of any policy on different class groups.
8. The government should be so firm about the target group.

CONCLUSION
Man has invented numerous things for his better life, convenience and comfort.  2016. In 1978, The
government of India announced the currency ban and demonetized the bank notes of Rs. 1000, 5000, 10.000
in 1978 and paper currency notes of Rs.1000 and Rs. 500 face value on  8th November and withdrawn from
circulation with the hopes of cutting counterfeit money,  black money and controlling illegal transaction. The
policy of demonetization had both positive and negative effects on the society and economy.
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