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12. Impact of Demonctization on Common Masses in
India

Prof. Manisha Yogesh Kale
Asst. Professor, B.V's New Law College, Sangli.
Prof, Sambhaji Mahadey Nikam
Assl, Professor. B.V's, New Law College, Sangli.

. Abstract

Demonetization is an act of changing old currency with new one. On 8 November, 2016 a
bold decision of demonctization have been taken by Government of India. Note ban refers to the
financial step of the government to declare a currency unit invalid.

Demonetization was a movce initiated by Government of India to discard black moncy
and cradicate corruptiot: in India and to clean the formal cconomic system of our country. It was
implemented with 2 view to cheek illegal activitics hke terrorist activities and smuggling. After

Demonetization  Indian  cconomy has gonc through some serious chum.  But act of

demonetization disturbed common people in India.

This paper aims at looking ‘ato the social impact of the demonetization on the lives ot the

common masses. Legal approach and it's constitutional validity, approach of Judiciary towards

. note ban.

Introduction

Government of India has taken a bold decision on demonctization on November os™

2016.
Demonetization is the ac

d and replaccd by new curtel
same currency or tully replacing the old curreney

¢ of changing the existing currency in another form. The old

currency is to be retire 1cy. In other words deronetization means
cither introducing new notes of coins of the
with new currency. '

Hon. Prime Minister declared demonetization  of all FIVE hundred | and  ONE

THOUSAND rupees banknotes of the Mahatma Gandhi Serics. He also announced the issuance

1 exchange for the dem
iscard black moncy in India and to clean the

of new 500 and 2000 banknotes i onctized banknotes. Demonetization

was a move initiated by Government of India to d
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QAT M aennmy aooney, Bae e o denueisatien hi

AT man s e
At detontization ot ol disenssives sidietad wn etteets ol demonet]sation an GDP,

LY N l Wehox
I s hnowa about the upat of e nete banon the day

hlack menel, compiion o Bat ot ae
WAy achivatios ot mnal popalation amd ane penetal ASVLY m bl Change affeirreney 1 na

HOW T i istony of our countey, Levernment of Idia hax annouiveed demonetzation

. v carhior mstanees e in danuany Podo amd January V7N

Jan 193a, Re 1000 and Reo TOOA0 potes W Joemanetiead, Wherens in
nates of 100, 3000 and TR0 rapees, The

. During the st Jdiiionctization

January 1978, an

crdinanee was promulgated i onder o pliase out the

st demoneti~ation related 1o conversinn whereas the cecomnl wag termed as enmulating, Henee,

the change of cumeney 1s not new it the cconemie histoeys of tadia, Al the theee demoenetizanons

had a4 conumon goal = curh the cireulation of black mooey anad heep the dlepal activities at bay.

After Demenetization our vountry sy goadbye (o the old $00 and 10O rupee notes,

and impose restrictions on exchanging money and tanation on ligh amounts off deposiss. Alter

Demonetization ndian cconomy has gone throueh some serivus churn, This rese weh paper s
attempt to study lasting unpact of demanetiation on common masses i ndia,

hie impact of this mave on the cotmuon nusses includes:

Social Impact
After demonetization Low-income people have suffered as their payments were delayed.

Some people commitied suicide. Small and medium seale industries who tely uainly on cash
ransactions aflected due o void ol supply ol curreney, People who live in remote areis, live we

hank accounts. no identitivation proots were the biggest losers,

The impact on the health care sector wis huge with hospitals relusing :t\'ccpl'lhc old

currency. The conumon man faced severe issues transacting in the hospitals with old currencivs

and several cases ot death unve been regstered for not attending the patients due W

demonetization, Sakaried people taced probleny on the wpening day of the menth fs theie salaries

credited in the bank account but they were able o withdeaw only 2000 rupees| trom the ATM
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achines. Many sslanie anle Tnve o . -
mic any salaried people have gone to the bank branch to withdraw their

amount with loss of pay.

Other problems in the form of road blockades and quarrcls arouse with people

full salary

waiting in

long queuces before the banks and ATM machines. People were restless spending an entire day to

withdraw money. Scveral deaths have been registered as a result of waiting in lang queuc.

Penstoners were worst atfected with no special provisions made for senior citizens in banks.

Legal aspect and Constitutional Validity
. Any government notification needs to be ratitied by Parliament as was done

the introduction of High Denomination Bank Notes Act.

n 1978 by

. Sec 26(2) of the RBI Act 1934 has provision for demonectization of a series of notes and

not the complete denomination of Rs 500 and Rs 1,000 notes.

. Failure to issue an ordinance tor the latest demonetization drive has led to RBI issuing

several circulars which may have violated citizens’ rights.

. Note ban has attected the Right to Trade under Article 19(1)(g), the Right to
under Article 19(1)(d) and the Right to Life

«  The declaration passed on § November 2016 contradicts RBI ACT

. Under section 26(2) of the RBI Act, 1934, the government, upon approva

Central Board of RBI, can pass a notification to discontinue a series of dend

Movement

| trom the

iminations

as legal tenders. The provision of Sec 26 (2) only provides tor demonctization of a

series of notes and not the complete denomination of Rs 500 and Rs 1,000 no

. This casts doubt on the constitutional validity of the notitication dated 8

tes.

November

7016. since in order to carry out a total discontinuation of a denomination: the proposal

would first necd to be presented to the Parliament.

. After note ban the struggle of

19(1)(g), the Right to movement under Article 19(1)(d) and the Right to

Article 21 of the Constitution.

The government can ImMpose reasonable restrictions on fundamental rights

achieve a goal for public aood, but needs to prove the restrictions as reasonable,
o

e f’ ' . -
) . Jrerres o affected 2 percent of t
Previous demonetization drive in 1978 where the move lected I

circulation, the step in 2016 has impacted 86 pereent, causing Com enience to th

man,

the citizens affected the Right o trade under Article

hite under

n order 1o
Unlike the
1 cash in

¢ commaon
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af transactions i India and the , _
Cash transactions make up 64 pereent of the total transt Ve fy.
U Imsactions make nd medium bUSINCSSCS Were ungh)q 0 v

Py

IL\“ d“ii . Ty even P - . MONCY. Sln“” i . i
¥owage workers without ) ack of cash. The move g,
q

. > to |
: : emain shut due
salaries and several shops were forced o remiin

State Bank of India show
. the State Ba >HOW thy
cashless ceonomy was positive, but reports published by i g

Co -OPLCSS.
A T S sring progre!
shortage of PoS machines and other facilitics was hindering

, s sinesses based in rurg|
Practically speaking. it is not impossibic for small bus dreas p,

. sinesses such as poultry farms or figh,...
benefit from o digital cconomy as transactions in businesses .P o ki herics
e seeurity issuces, the Shortage of
usually take place via cash. Unless the government sorts out sceurity . 8¢ 0f Pog

‘ o > transition would bring ;
machines and the practical aspects of a cashless economy, the tran 5 10 mgre

. problems rather than solutions.
Judicial Approach

After declaration of demonetization in India Several PILs were filed againg;

demonctization. The most prominent case was Jayantilal Ratanchand vs Reserve Bank of Indiy

and ors, which challenged the constitutional validity of demonetization, stating|that it affected

the right to trade under Article 19(1 )(g) which is one of the fundamental rights guaranteed by
the Constitution,

The order demonetization passed on 8 November 2016 was declared by the govemment

as a decision taken for public good. Since then, the move has been viewed as|a violation of

several legal aspects.
The high court’s of Karnataka and Tamil

Nadu dismissed public petitions against
. demonetization stating that the decision wag take

n for public good, whereas in High Court of

Bombay several petitions are pending and stayed for further hearing

A petition which was filed in the Supreme Court by

advocate VK Biju who argued that
demonetization, being an important part of the monet

4y policy, cannot be left undgr total contwl
of the Centre. The Supreme Cour questioned the legality of the drive and the procedure which
was adopted.

> supreme Court also refyse . - .
The Sup m also refused to deny the liling of PILs in high courts asl it viewed ths
- . = IL I P
to be the only way to maintain order ang prev

court, however, refrained from dire

. ) ) . ' . . The
h 1t civil unrest !ollowing demongtization. f
ctly ierfering jy, the magygy a

19

v . M > \JC IU
have violated any rights 5 1Udocs not viey the mo
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Conclusion

In my opinion clizati
3 . demonetizg .
onetization may have been declared by govermnent with g

ood motive

to eradicate black moncey . T .
‘ wney and curb covruption but it could have been better planped. Before

demonctization of 500 and 1000 rupees bank .

‘ 00 rupees banknoles government had to increase low
potes, it had to make sure that new notes are ready and printed,

India is democratic. re f e _

atic, republic nation where more than hall of the population
poor class. In a democratic country, any decision is to be passed through Bills which g
signed and then approved in the Parliament. Sudden declaration of not
th .

November8™.2016 disturbed common man’s life.

Lastly, I would like to say that, the step of demonetization is taken by govel
progressive step. but due to lack of planning and neglecting the legal issucs it has n

unjust towards citizens particularly common masses in India.

References

1. https://www.quora.com/How-is-currency-demonetization-atfectin g-the-com
in-India-

2. https://www.dnaindia.com/india/repon-S-cft'ccts—ot'—notc-bun-on-thc-commo
2276007

3. https://indianceo.in/news/dcmonetisation-impact-indian-mnsscs/

4. https://www‘livelaw.in/lcgitimacy-of-dcmonetization/

5. Dr. J.N.Pamdey - Constitutional Law.' of India

6. Mishra & Puri-Indian Economy

7. Reserve Bank of India Act, 1934

8.  High Denomination Bank Notes Actin 1978,

9. Economic Survey 2017-18

of 100 Rs.

belongs to

are debated,

c ban on

rmment as a

hade a little

non-man-

n-nan-

o and YGC Listed Jowrnal No. . JUTT6

—_—
ENGLISH PART - 11 / Peer Reviewed Refere

71










