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‘Abstract: Demonetization is a cleansing action for economic prosperity. Government initiate demonetization to
eradicate counterfeit currency. fight tax evasion, eliminae black money goten from money laundering and
terrorist financing activities, and promote a cashiess economy. Though it is a optimistic move by the
government on one side; on the others side there is welfare losses 1o the poor sections of the society who

depends on daily income for their livelihood and those doesn't have the digital transaction culture. Hence the
papers put forth wo major objectives: 1o study the positive and negative aspecs of demonetization and 1o assess
the sectoral impact of demonetization on the economy.
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L Introduction

Demonetization s an action of clearing a currency unit of ts virtue. It is technically termed as liquidity.
shock; a sudden cessation in terms of currency availability. I is essential whenever there is a change of national
currency. The old unit of currency s replaced with new ones. It establishes a situation where lack of currenc
blocks consumption, investment, production, employment and so on. Its impact will be felt by cach and every
citizen of the nation. There are multiple reasons for demonetize their local units of currency. Some reasons
include curtailing inflation, corruption, and to discourage a cash system. The process of demonetization involves
cither to introduce new notes or coins of the same currency or completely replacing the old currency with new
currency. The government’s aim towards demonetization will be to eradicate counterfeit currency, fight tax
evasion, eliminate black money gotten from money laundering and terrorist financing activities, and promote &
cashless cconomy. By making the larger denomination notes worthless, individuals and entities with huge sums
of black money gotten from parallel cash systems were forced to convert the money at a bank which is by law
required to acquire tax information from the entity. If the entity could not provide proof of making any tax





