
IJSRD - International Journal for Scientific Research & Development| Vol. 5, Issue 04, 2017 | ISSN (online): 2321-0613 

 

All rights reserved by www.ijsrd.com 989 

 Analytical Study on Impact of Demonetization over Small Scale 

Industries 

Vaibhavshankar Soni1 Dr. B D Mishra2 Yashwant Kumar Yadav3 

1,3Research Scholar 2Associate Professor  
1,2,3Department of Management Studies 

1,2,3Guru Ghasidas Vishwavidyalaya, Koni (Bilaspur)

Abstract— DEMONETIZATION is one of the important 

tools used by the government of India to tackle the obstacle 

mainly named as black money as well as the other motive as 

to increase the impact of plastic money and E – Transaction 

within the business and for other activities. Indian economy 

is one of the fastest growing economies in the world and the 

policies and norms being stepped up by the government held 

quite responsible for the any drastic change in the growth of 

economy. Small scale industries act as the backbone Nation. 

The economic development of the Nation widely depends 

upon the status of this Small scale Unit.  IN this paper we are 

going to analysis the impact of demonetization on Indian 

economy and to analyze the changes and agendas link with 

the demonetization. 
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I. INTRODUCTION 

Demonetization is basically an act of stripping the currency 

unit from its legal status. It is mainly an act of changing the 

national currency of any nation. There may be any reason of 

demonetization, mainly to bring into account the 

unaccounted income of the Nation. 

There are multiple reasons for a nation to 

demonetize their local units of currency: 

 To Control inflation rate within the Nation. 

 To fight against corruption and crime (counterfeiting, tax 

evasion etc). 

 To discourage a cash-dependent economy. 

 To facilitate trade Export and Import.  

A. History of Demonetization: 

Indian history of demonetization has been quite interesting 

due to its political impact. It is very clear that the 

demonetization has proved to be an Healthy step taken by any 

Govt. which only benefits to the Nations development when 

we talk in a long term scenario. But it is also an interesting as 

the Government in India whenever has Guts to take such an 

important Step of demonetization has face lots of 

controversial oppose within its surroundings and opposition 

parties. When we took a look into the history of 

demonetization in India, It happen thrice in 1946, 1978 and 

recently in 2016. 

 
Fig. 1.1: Showing History of Demonetization in India 

Recently , In 2016 our prime minister and Central 

Government has taken an Bold Step of demonetization ,with 

effect to which all the 500 and 1000 Rs  currency has been 

demonetized from the immediate effect. the main reason 

behind this step is to combat against the black money and to 

bring into account the un accounted currency spread over the 

nation. Though due to this step many effect has been arises 

some positive some negative but it is one of the essential 

necessity of the nation. the worst hit sector due to its effect 

has been SSI who is completely depends upon the rolling of 

currency and investment which get blocked due to the step of 

demonetization. Thought its effect has been only for the 

shorter period of time, its long term impact can be easily 

withdrawn in the coming future. 

B. SSI (Small Scale Industries): 

In Indian economy small-scale and cottage industries occupy 

an important place, because of their employment potential 

and their contribution to total industrial output and exports. 

Characteristics of Small-Scale Industries: 

1) Technology    

2) Management and control 

3) Area of operation. 

4) Ownership   

5) Dispersal of units 

6) Flexibility 

In Indian economy small-scale and cottage 

industries occupy an important place, because of their 

employment potential and their contribution to total industrial 

output and exports. Government of India has been Quite 

actively working in promoting this sector as this sector has a 

big impact over the development of the nation. 

C. Summary Results Of Third Census With Respect Ssi 

 

Registered Un –Reg. Total 

25.39 6.86 32.25 
 

Table 1: No Of Units (In Lakhs Nos.) 

1) Statistics Showing the Small Scale Industries Status In 

India 

2) (Details of Coverage) 

Total no. of units surveyed 22,62,401 

Number of working units 3,74,974(61%) 

Number of closed units 8,87,427 (39%) 

Table 2: Registered SSI Sector 

No Of Village / Urban Blocked Surveyed 19,579 

No. of unregd. SSIs/ SSSBEs selected for 

survey 
1,68,654 

No. of unregd. SSIs/ SSSBEs actually 

surveyed 
1,67,6665 

Table 3: Unregistered SSI Sector 

Not aware of the provisions for registration 53.13% 

Not interested 39.86% 
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Complicated procedure 3.87% 

Local laws/ regulations do not permit 1.76% 

Clearance not available from Municipality etc 1.38% 

Table 4: Estimated no. of units w.r.t reasons for non-

registration 

sources: dcmsme.gov.in 

II. IMPACT  OF  DEMONETIZATION ON SMALL SCALE 

INDUSTRIES 

Small scale industries is the backbone of the Indian economy 

development and Demonetization is an curative measure 

taken by the central Govt. to cure and boost the economy of 

the nation, still the sector which is most adversely affected by 

this action is SSI, Its impact on small Scale industries are : 

1) Slowed Down Progress Rate : SSI units mainly required 

lots of working capital and transaction  of money from 

various entity to the target entity but due to 

demonetization the market lacked the sufficient amount 

of currency which is essential for this units to run 

fluently and smoothly. 

2) Dip in Revenue : the revenue generation Of SSI has been 

highly affected by the the demonetization . As the 

working required get ostentatious, it directly resulted in 

the revenue generation get cut down and hence 

completely affected the growth rate of units. As per 

AIMO (all India Manufacturing Organization) Report , a 

dip in 50% revenue generation has been viewed in SSI 

units due to demonetization. 

3) Cut Off in Jobs : The Most Adverse effect that could 

have been avoided or needs to be rectified in the future 

is the cut off the job in this units, As per the AIMO 

Reports , In the first 34 days small scale industries has 

losses 35% of the Job. The AIMO report has criticized 

the government for not anticipating the repercussions of 

demonetization. It says the government was “not 

prepared for such a jolt to industries even after one 

month.” 

4) Plunge GDP : a dip in GDP has been immediately 

observe in the fourth quarter of 2016-17 and first quarter 

of 2017 -18 GDP Growth rate, though this is just an 

temporary effect due to the impact of demonetization on 

Indian industrial sector and will be move up soon as the 

Govt has predicted a high increase in GDP in december 

2017 .As Shown below. 

 
Fig. 1.2: Showing GDP Trend Of India Pre And Post  

Demonetization. 

III. EFFECT OF DEMONETIZATION OVER THE NATION 

Demonetization is an bold step taken by the Govt of India for 

the future benefits and prospects of the Nation, Though it 

bring vast difficulties and some uneasy periods at the starting 

but as the time gone pass it will bring stability and 

equilibrium with its consequences. shortage of currency at the 

staring period is one of the most identical sign of 

demonetization during its starting phase. one thing that is 

needed to be criticized a bit is the policies and preparation 

prior to the announcement of this monetary action, but it is 

hard to predict is their any proper channel or any preparation 

can be done prior to the demonetization. it can be said that 

with time the demonetization will bring lots of positive with 

the accounted no of currency and by removing the other 

causes which are affecting the growth of the Nation 

IV. CONCLUSION 

The Small Scale unit are the most adversely affected unit due 

to Demonetization because of its working nature mainly 

revolves around the monetary system. And demonetization is 

an curative measure mainly deals with the monetary system 

of the Nation.  As per the acchotam survey Demonetization 

would leave a negative effect on the small and medium 

enterprises (SMEs), job creation and rural consumption in the 

short-term whereas the large and well-organized sectors stand 

to benefit in the long-term, according to a recent 

ASSOCHAM Bizcon Survey. The contrast in perception 

pointed out by the survey is quite stark. According to the 

survey, 81.5% of the participants felt that SMEs have been 

impacted and would still suffer the lingering impact for one 

more quarter. However, an equal number of respondents said 

that for big enterprises, the unprecedented measure of 

demonetization impact would be positive. But its effect and 

impact are only temporary in nature as soon as the money 

supply get normal in the market the negative impact get 

neutralize and the action of demonetization taken by the 

government only boost the performance of this unit. 
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