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Abstract: The policy shift of Government of India towards demonetization of higher 

denomination currency notes has given thrust to digital payments. One of the major 

objectives of demonetization was said to be making India a cashless economy which was 

heavily criticized by the experts. This study gathers information from respondents as they 

consider India prepared for digitalization. The purpose of this paper is to determine 

whether India is prepared for cashless economy ant understand that whether there is 

adverse impact on business post demonetization. Online survey method has been used. 

Hence snowball sampling helped us reach the target population. This study uses both 

qualitative and quantitative approach. The study hypothesizes that through effective 

policy shifts, public preferences can be altered, and the Indian economy could become a 

cash less economy. The study finds evidence to suggest that the policy of demonetization 

and resultant reduced supply of currency notes has provided impetus to the Indian public 

to move towards digital platforms, and the increased supply of currency notes thereafter 

has not led to complete reversal of this shift in this change in public preference. 
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1. Introduction: 

November 8, 2016 the most momentous day of this past year, and on the same day, 

Prime Minister of India announced the demonetization of the 500 and 1000 rupee notes. 

New bills in this connection went into effect on November 10, 2016. The people were 

given a set of protocols to follow in order to exchange their demonetized notes for the 

new ones or the old 100 rupee notes. 

In his address, Prime Minister cited multiple justifications, including (a) eliminating 

black money; (b) reducing the prevalence of counterfeit currency, which is allegedly used 

to fund terrorism against India itself; and (c) curbing corruption and criminal activity of 

various kinds that have been facilitated by the 500-rupee and 1000-rupee notes. 

Since there are extreme opinions on demonetization, this study has been conducted to 

get first-hand information from general public itself about their opinion on 

demonetization, hardships and gains associated with it. One of the major objectives of 

demonetization was said to be making India a cashless economy which was heavily 

criticized by the experts. This study gathers information from respondents if they consider 

India prepared for digitalization. 
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There are mixed reactions on the ban of Rs 500 and Rs 1,000 currency notes among the 

common people. We can say extreme opinions have formed about demonetization. Either 

people are highly appreciating the move or criticizing on the other end. Mostly, people in 

lower rung have appreciated the move taken by the Central Government to curb black 

money and corruption. 

Even people, who don’t know the ABC of the economics, hold an opinion on 

demonetization. Some felt such hard decisions are necessary for the greater interest of the 

country; there may be some problem people facing initially, but it is a right decision of the 

Government. But at the same time, others said no cunning rich man hoards his black 

money in form of currency notes as they know many other tricks and there are many 

advisors for them to make black money white. Few believed had it been banned without 

any substitute, it would have some marginal impact; but notes in new form will again 

open the floodgate for corruption and black money flow in the country. 

Amidst such a huge pool of opinions, who initially were standing by the decision fell 

apart with passing of time and who were initially against started supporting the decision 

later. Hence to have firsthand opinion from educated respondents, the need of this study is 

felt to have a clear picture of how demonetization is taken by respondents and its 

subsequent impact. 

2. Objectives of the study: 

❖ To find out public opinion on demonetization and its impact.  

❖ To determine if India is prepared for cashless economy. 

❖ To understand whether there is adverse impact on business post demonetization. 

3. Research Methodology: 

This study uses both qualitative and quantitative approach. Qualitative since this study 

aims to gather an in-depth understanding of demonetization from respondents and the 

reasons that govern their opinion. Besides this, the paper will also examine the 

phenomenon through observations in numerical representations and through statistical 

analysis. Data obtained has been reported through statistical analysis. 

Research Design: 

Online survey method has been used. Structured Questionnaire has been used 

collecting data. Questions prepared are structured with mixture of both open ended and 

close ended questions. Open ended question is included to get opinion of respondents on 

the topic of research. Close ended questions have multiple choices from which 

respondents select any one option. Majority of questions are prepared on Likert scale 

which ascertains how strongly respondents agree to a particular statement.  

Sample 

Snowball sampling has been used and the sample size for the study is restricted to only 

107 which comprises of informants from different sectors of employment and from age 

group starting from 20 years. Respondents are a mix of job holders, students, 

entrepreneurs, home makers and retirees. 
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4. Data Analysis and Interpretation 

The data collected have been tabulated. Different types of tables such as Frequency 

table, Cross tabulation and merged tables have been used for fine presentation and 

analysis of data. The percentage for each type of data has been worked out. Graphical 

representation for each question has been done in the form of Bar chart and pie-charts. 

The study is analysed based on the highest percentage which data has received response 

and inference is made. 

To implement a regression model, we specify the relationship between the variables 

being used. The value of a dependent variable is assumed to be related to the value of one 

or more independent variables. The alternative hypothesis is created which says at least 

one group mean significantly differs from the other group means or that at least two of the 

group means are significantly different. In case value for respective variable comes below 

0.05, alternative hypothesis is selected and inference is made. 

Out of 107 respondents 6 hesitated to submit their responses in this category. Hence 

total numbers of respondents were 101. Out of 101 respondents, 28% were working in 

private sector followed by 19.6 in Education sector and 18.7 in service sector. Lease 

number of respondents from others. 

Out of total population of 107, since 7 responses are missing in this category hence 

total number of respondents were 100. Out of 100, 41.4 % belonged to age group of 20-30 

followed by 51-60 age group with 22.4 %.  7.5% was covered by age group of 31-40. 

Similarly percentage covered by age group of 41-50 and 60+ is found to be 7.5% and 

1.9% respectively. 

Maximum number of respondents was found to be from young age group of 20-30, 

followed by senior people from age group of 51-60. Age group of 41-50 and 60+ had the 

least number of respondents respectively 

Maximum respondents were working in private sector in the post of accountant, 

engineer, process analyst and so on followed by service sector. After Private and Public 

sector, maximum respondents were found to be in education sector which included 

students, teachers, lecturers, professors, academician etc., and Business people 

respectively. The least number of respondents were in category of others which included 

home makers, unemployed and retired people. 

Table 1.1: Merged Tables on whether decision can reduce growth in inflation rate and tax 
evasion. 

Particulars 
Strongly 

Disagree 
Disagree Neutral Agree 

Strongly 

Agree 

This decision can 

reduce growth in 

inflation rate. 

9.3 13.1 28.0 39.3 10.3 

This decision would 

reduce tax evasion in 

future 

8.4 20.6 19.6 39.3 10.3 
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Figure 1.0 

39.3% of respondents agreed that the decision of demonetization would reduce both 

growth in inflation rate and tax evasion in future. 13.1% felt that this is decision is not 

going to control inflation and 20.6% felt tax evasion will not be reduced. 28% and 19.6% 

preferred to stay neutral on both inflation rate and tax evasion reduction respectively. 

9.3% strongly disagreed reduction in inflation and similarly 8.4% strongly disagreed 

reduction in tax evasion. 

Maximum number of respondents agree with Prime Minister that the decision of 

demonetization will subsequently reduce growth in inflation and tax evasion in future. 

When it comes to disagreement more respondents feel tax evasion will not be reduced 

compared to reduction in inflation rate. Very few people have strong disagreement in this 

regard. 

Table 1.2: Merged tables on whether this decision can eliminate black money and fake 
currencies. 

Particulars 
Strongly 

Disagree 
Disagree Neutral Agree 

Strongly 

Agree 

The decision can 

eliminate black money 
12.1 18.7 8.4 43.9 15.9 

The decision can 

eliminate fake currencies 
14.0 17.8 16.8 34.6 16.8 

  

43.9% and 34.6% agreed that the decision of demonetization can eliminate black 

money and fake currencies respectively.18.7% and 17.8% did not agree that black money 

and fake currencies will be eliminated.8.4% stayed neutral to black money and 16.8% to 

fake currencies respectively. 

Maximum respondents were found to be hopeful when it comes to demonetization 

resulting in elimination of black money and fake currencies from the economy. However 
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considerable respondents disagreed regarding the chances of elimination of black money 

and fake currencies. Very few seemed to be not sure about the outcome of 

demonetization. More respondents were found to believe in elimination of black money 

compared to   that of fake currencies. 

Hypothesis 

H1: Switching to online mode of payment has significant impact on India being 

prepared for cashless economy. 

H2: Finding online transactions more convenient has significant impact on India being 

prepared for cashless economy. 

H3: Reduction in visit to retail stores has significant impact on India being prepared for 

cashless economy. 

Table 1.3: India is prepared for cashless economy. 

Particulars 
Strongly 

Disagree 
Disagree Neutral Agree 

Strongly 

Agree 
Total 

Frequency 13 38 12 33 10 106 

Percent 12.1 35.5 11.2 30.8 9.3 99.1 

  

35.5% disagree and 30.8% agree that India is prepared for cashless economy. However 

11.2%of respondents have stayed neutral with this regard. 21.1% strongly disagree and 

10% strongly agree that India is prepared for cashless economy. 

Majority of the respondents disagree that India is prepared for cashless economy. 

However many agree that India is well enough for cashless economy. Handful of 

respondents had strong agreement with regards to this statement. 

Table 1.4: Visit to retail stores for shopping has substantially reduced. 

Particulars 
Strongly 

Disagree 
Disagree Neutral Agree 

Strongly 

Agree 
Total 

Frequency 6 32 15 44 10 107 

Percent 5.6 29.9 14.0 41.1 9.3 100.0 

 Analysis and Interpretation 

41.1% agree that visiting retail stores have decreased where as 29.9% disagree the 

same. 9.3% and 5.6% strongly agree and strongly disagree that they have substantially 

reduces visiting the retail stores. 

Majority have agreed that they are more into online shopping and substantially reduced 

visiting retails stores for their respective purchase. Very few have stuck to retail stores 

and visit the stores more often. 
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Table 1.5 : ANNOVA for adverse impact on business. 

Particulars 
Sum of 

Squares 
df 

Mean 

Square 
F Sig. 

Demonetization has 

adverse impact on 

business in India. 

Between 

Groups 
16.014 5 3.203 2.869 .019 

Within 

Groups 
106.045 95 1.116   

Total 122.059 100    

The decision 

adversely affected 

the performance of 

firm. 

Between 

Groups 
9.499 5 1.900 1.700 .142 

Within 

Groups 
103.916 93 1.117   

Total 113.414 98    

Salary was paid on 

time during 

demonetization. 

Between 

Groups 
10.290 5 2.058 1.651 .154 

Within 

Groups 
118.403 95 1.246   

Total 128.693 100    

 

Hypothesis 

H1: With regard to occupation of respondents there is a significant variance in the 

opinion that “Demonetization has adverse impact on business in India.” 

H2: With regard to occupation of respondents there is a significant variance in the 

opinion that “The decision adversely affected the performance of firm.” 

H3: With regard to occupation of respondents there is a significant variance in the 

opinion that “Salary was paid on time during demonetization.” 

From the Table 1.5, it is found that significant value is less than 0.05.only with regard 

to one aspect i.e. “Demonetization has adverse impact on business in India”. The 

significant values is 0.019 and is less than 0.05 (0.019<0.05). Hence alternative 

hypothesis is accepted. Therefore there is a significant variance with regards to 

occupation of respondent in the opinion that Demonetization has adverse impact on 

business in India. 
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Table 1.6 : Regression Analysis with India prepared for cashless economy as dependent 
variable. 

Particulars 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B 
Std. 

Error 
Beta 

(Constant) .0137 .5017  .0272 .9783 

I have switched to online 

mode of payment. 
.5961 .1558 .4558 3.8255 .0002 

I find online transactions 

more convenient than cash 

transactions. 

.1069 .1293 .0966 .8265 .4104 

Visit to retail stores for 

shopping has substantially 

reduced. 

.0475 .0955 .0428 .4975 .6199 

 

From the Table 1.6, it can be seen that the significant value for “Switching to online 

mode of payment” parameter, 0.0002 is less than 0.05 (0.0002<0.05). Hence alternative 

hypothesis H1 (Switching to online payment has significant impact on India being 

prepared for cashless economy) is accepted. Therefore the “Switching to online” 

parameter has significant impact on India being prepared for cashless economy  

5. Conclusion 

It was claimed that demonetisation was done to attack black money and corruption, 

neutralise fake currency, and curb terror money. As the data on raids reveal, the cash 

component of the disproportionate assets, inclusive of jewellery (counted as cash), has 

been just 5%. As such, the demonetisation has had an impact, if at all, on a minuscule 

percentage of illicit money. This small cash is held by the rich only as lubricant for the 

big machine that produces and reproduces black money. There are many ways to convert 

black money to white, ranging from small-timers (many charity institutions that are only 

on paper indulge in these scandals) to the big fish who route black money through tax 

havens to India as foreign direct investments. These channels of production and 

reproduction of black money are not affected by the demonetisation of currency. 

The major argument which government switched to was making India cashless 

economy. Less than 50% of our households have access to a bank, over 60% of our 

economy is in the informal sector all of which is dependent on cash transactions. In a 

large country like India, barely 3 million people file income tax returns and two million 

pay tax. India has one of the highest cash to GDP ratios in the world, 12% compared to a 

world average of 4%. An estimated 78% of transactions in India are in cash compared 

with 20%–25% in industrialised countries. As for the other reason cited, the move 

towards a cashless economy, calling on people to switch to internet banking only 

indicates how far our decision-makers are from the lives of the people. 
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Despite these facts, why so many people including those badly affected by it, are 

supporting this move? Even in this study maximum respondents are in favour of decision 

though many have opined it to be poorly executed. Majority feel that GDP might have 

been overstated, not pretty sure of government’s decision of introducing higher 

denomination notes of Rs. 2000, admitted daily transactions were difficult, more hardship 

for poor than rich, digitalization should have been first step followed by demonetization. 

Still the decision is supported by majority. The reason perhaps lies in the fact that they too 

have been influenced by this inversion of reason, which is currently being spread in the 

country and which began some time ago with the apotheosis of a particular brand of 

“nationalism”.  
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