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Abstract 
By demonetization we mean the act of taking away the authorization of 

paper and coin money as “Legal Tender”. It means that old currencies 

including notes and coins must be restored with new ones or completely 

new currency can be introduced like Rs. 2000 note which was not available 

earlier. This was a gigantic and precise decision taken as some opportunely 

said it is a “Masterstroke” or a “Surgical Attack” on black money. As a 

result plenty of citizens in the country has shifted from hard cash to plastic 

money (Debit/credit cards).There has been a acceleration in the use of credit 

and debit cards succeeding the demonetization initiative. There is a huge 

future for use of plastic money in India. Distinct from providing 

strengthened convenience to the customers, plastic money can also ensure 

transaction secrecy and integrity to the customers. There have been issues 

of concern with circumstances such as the duplication of credit cards, 

robbery of ATM cards. For the growth of plastic cards in the Indian market 

more improved customer service security should be provided by plastic 

card issuers. This study mainly concentrates on impact of demonetization 

on increased use of plastic money during the pre and post demonetization 

period. The sample selected consisted of consumers including students, 

working professionals, government officials, home makers and senior 

citizens. 
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1. Introduction 

“Demonetization is the act of stripping a currency unit of its status as legal 

tender. It occurs whenever there is a change of national currency: The current 

form or forms of money is pulled from circulation and retired, often to be 

replaced with new notes or coins. Sometimes, a country completely replaces the 

old currency with new currency.” 

On November 8, 2016, the Indian government decided to strip away the 500- 

and 1000- rupee notes, which were accounted for 86% of the country’s rotating 

cash which were the two biggest denominations in the nation’s system. With 

insufficient cautioning, honorable Prime Minister of India, Narendra Modi 

announced to the citizens of the country that from November 8 those notes were 

valueless and practical soon–and the citizens had till the end of the year to 

deposit or exchange these valueless currencies for newly popularized 2000 

rupee and 500 rupee bills in the country. The main reasons behind the stripping 

of currency unit are to fight against the boom, bribery and atrocities, and to 

daunt a cash reliant economy and promote trade. 

Plastic money is a very recent context replacing the traditional concept of 

paying through cash. With the introduction of demonetization this concept has 

been increasingly put into use. By the arrival of the concept of plastic money, 

consumers prefer plastic money over cash transactions for purchase of goods 

and service either physically or virtually, by the means of cards such as credit 

cards, debit cards, prepaid balance cards, smart cards, etc. 

 In our study, we are typically focusing only on the impact of demonetization on 

increased use of plastic money in order to find out the effectiveness of it in real 

life and whether consumers prefer cards and how do they perceive them. 

 

2. Review of Literature  

Handelsman and Munson (1989), who states the “Switching behaviors’ from 

credit card to cash payment among ethnically diverse retail customers” which 

indicates that the plastic money sales establish an imperative yield origin for 

plentiful vendors. Four facets of plastic money acceptance and diverting 

practices are researched, tendency to shift from plastic money to hard money 

payment at different zones of financial inducement, the after effect of the 

financial value of the commodity on tendency to swap, the constancy of plastic 

money convention, and the approved approach to the payment of plastic money 

balances. 

Vora and Gidwani (1993), “Plastic at a premium” which describes dramatic 

management easiness viz array about plastic money. This inquiry demonstrates 

the plastic money of being remarkably helpful to the indicated masses those who 

handle it to raise their buying ability through the credit/debit cards. According 
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via the writer, the plastic money owners market have the ability to widenup to 

seven million, on the assumption that all the taxying are considered. Although 

all  these manly exertions are progressing the services and only have a limited 

force since the Indian consumer remaining status averse. 

Almeida (1995), inquiries into the “The Future in cards” which indicates that 

the plastic money transactions are increasing as more than 1.1 million Indian 

citizens have plastic money with them. The numbers of the increased use of 

plastic money are expected to grow even at a speedy pace as issuing banks get 

advancing. The researches show that over and above 4000 trade undertakings in 

the nation welcome plastic money. Lastly, it is mentioned that by no means 

remittance scheme in India at any time put in place hard money on a extensive 

base.  

Torbet and Marshall (1995), makes an attempt to inquire into the topic “One 

in the eye to plastic card fraud.” The paper explores into the future use of 

behavioral and physical biometric methods in fighting against the plastic money 

scam in the trade atmosphere. Author feels that there are several problems 

which must be addressed as the biometric methods possess the ability to trim 

plastic money scam a head of they being used  in the market atmosphere, alike 

the speed of use, acknowledgement accomplishment, customer acceptance, 

applicability, device cost consumer approval are studied ahead with 

manufacturing guidelines for biometric instruments.  

Azhagaiah (2002) conducted a study on the topic “Credit creation through 

plastic money.” The study explores into the controversies related to plastic 

money application between the customers. This illustrates the modern 

developments to judge the current dignity and assess the prospects of the 

customer’s liability by plastic money commitment. The fiscal situation of 

banking zone in India is also discussed. In this study the author also points out 

the role of credit card will be very bright in the years to come in. 

Saha (2003) describes in brief on the topic “The growing credit card business of 

Indian banker.” The author has done this analysis on the basis of the credit card 

business in India. The study is conducted both from the point of view of 

investors and from the business point of view. It is approximated that the plastic 

money content  is expanding about 15% p.a. on a moderate for the past 10 years 

and extent of performance marked up by 20% on a moderate basis in the past 10 

years in India. A concerted investigation is made for all the plastic money. For 

identifying the perfect plastic money provider in the nation different factors 

such as earnings horizons, fees for consumer’s service network, increase on 

plastic card facility, circling the credit facility, insurance facilities, charges for 

cash withdrawals, liabilities of lost cards etc. taken into account. The research 

also identifies that the city bank is the best card which provides all the facilities. 

Bhargava (2004)conducted a study titled “Debit cards: A new formation of 

plastic money” scrutinizes into the debit cards and they are rapidly meeting up 
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with the consumers. According to the research the bank will need to establish 

backing and resume to spot widening installations of point of sale [POS] in 

smaller cities and on the locations which are regularly used by plastic money 

holders, and to expand new marketing programmers that inform customers on 

the benefits of renewal cash with plastic. Research highlight to widen this 

application of plastic money. 

Hogarth and Hilgert (2004) make an attempt to study on “Consumers decision 

of credit card problems and exit behaviors.” The data for this study is mainly 

based on the inquiry from the customers. The research spots on the customers’ 

resolution attempts with plastic money issues and the probability of “exiting”-

give up the use of given plastic money or the financial institution combined with 

the plastic money. Thus, it was concluded that the plastic money thoroughly 

need to cautiously and promptly address the customer issue and resolve their 

objection.   

Jagdeesh (2005), focuses on the topic “Credit card fraud: causes and cures from 

professional’s angle.” The study revealed that the two credit card issuers viz 

VISA and the Master Cardloses the most. The study also reveals the major 

approaches to plastic money frauds used by fraudsters. It includes 

misrepresented use of plastic money, online frauds, skin and patch of cards, 

duplication, mail order fraud, etc. The writer do argue against such fraudulent 

approaches by providing certain tips like using the smart cards, computer edits, 

PIN numbers and recommend in their own interest that the cardholders should 

keep and handle their cards carefully and use the cards wisely to assure 

themselves from misrepresentation.   

Johnson (2005), focuses on the “Recent development in credit card market and 

the financial commitment ratio”. The article disagree that over the period of 

time there is rise in plastic money payments relative to income and played an 

imperative role in the increase of the total financial obligation ratio(FOR)The 

three crucial developments in the plastic money market are, first, improvements 

in credit add technology and the advent of risk based pricing of plastic money 

debt have raised the share of house-holds. Secondly, in the 1990’s,difference in 

credit card interest amount  with advance in broader market interest rates. 

Finally, household have raised their use of plastic money as a appropriate means 

of paying for frequent purchases.  

3. Objectives 

 To examine the consumer preference of using plastic money rather than 

liquid cash in comparison of the pre and post demonetization. 

 To study the extent of non-acceptance of plastic money by small and 

medium sized retailers. 

 To analyze the risk associated with plastic money. 

 To study the extent of reduction in corruption by the introduction of 

plastic money. 
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4. Research Design and Methodology 

The study is a descriptive one mainly based on primary data. The descriptive 

research explains the state of affairs as it exists in present. 

  Sources of Data 
 Primary Data 
The primary data have been collected by using structured questionnaire from 50 

selected respondents of Ernakulum district. 

 Secondary Data 
Secondary data relating to the study have been collected from the websites, 

books, journals and periodicals. 

 Tools for Data Analysis 
The data collected has been analyzed using SPSS. The statistical tools such as 

percentage and mean have been used for data analysis. 

5. Empirical Results and Discussions 

 

 

 

 

 

 

 

 

 

[Source: Primary Data] 

Interpretation 

Table 5.2 describes the age group of the respondents. From the table it is clearly 

understood that the maximum number of people surveyed represent to the age 

group of 18-25 constituting 56% .The members representing to the age group of 

25-35 constitutes 32% of the total population. The members representing to the 

age group of 35-50 constitutes 10% of the total population. The members 

representing to the age group of above 50 constitutes the least amounting to 2% 

of the total population. 

[Source: Primary Data] 

Table 5.1: Age Wise Classification 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

18-25 28 54.9 56.0 56.0 

25-35 16 31.4 32.0 88.0 

35-50 5 9.8 10.0 98.0 

Above 50 1 2.0 2.0 100.0 

Total 50 98.0 100.0  

Missing System 1 2.0   

Total 51 100.0   

Table 5.2: Annual Income of Respondents 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

0-180000 27 52.9 54.0 54.0 

180000-300000 7 13.7 14.0 68.0 

300000-500000 12 23.5 24.0 92.0 

500000 and above 4 7.8 8.0 100.0 

Total 50 98.0 100.0  

Missing System 1 2.0   

Total 51 100.0   
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Interpretation 

Table 5.2 depicts the income group under which the respondents’ falls. It clearly 

indicates that maximum number of respondents fall under the category of 0-

180000 constituting to about 54%. The respondents belonging to the category of 

180000-300000 constitutes 14%. The respondents belonging to the category of 

300000-500000 constitutes 24% and respondents belonging to the category of 

above 500000 constitute only 8% of the total population. 

 

 

 

 

 

 

 

 

 

[Source: Primary Data] 

Interpretation 

Table 5.3 clearly depicts respondents’ responses of “is plastic money safe”. It is 

observed from the table that maximum number of respondents is of the opinion 

that plastic money is the safest mode of transaction constituting 66% of the total 

population. The remaining 34% of the total population are of the opinion that 

plastic money is not the safest mode of transaction. 

[Source: Primary Data] 

Interpretation 

Table 5.4 clearly depicts the reason for not preferring plastic money. The 

maximum number of respondents in this category does not prefer plastic money 

due to its hidden charges constituting 44% of the total population. The reasons 

least preferred are the lack of knowledge and malpractice by bankers each 

constituting 2.9% each. The other reasons instable income, malpractice by outlet 

owners, lack of trust misuse by others constitute 5.9%, 14.7%, 29.4% 

respectively. 
 

Table 5.3: Is Plastic Money Safe 

Options Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

Yes 33 64.7 66.0 66.0 

No 17 33.3 34.0 100.0 

Total 50 98.0 100.0  

Missing System 1 2.0   

Total 51 100.0   

Table 5.4: Reasons For Not Preferring Plastic Money 

Options Frequency Percent Valid Percent Cumulative Percent 

Valid 

Instable income 2 3.9 5.9 5.9 

Lack of knowledge 1 2.0 2.9 8.8 

Malpractice by outlet owners 5 9.8 14.7 23.5 

Malpractice by bankers 1 2.0 2.9 26.5 

Lack of trust misuse by others 10 19.6 29.4 55.9 

Due to the hidden charges 15 29.4 44.1 100.0 

Total 34 66.7 100.0  

Missing System 17 33.3   

Total 51 100.0   
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[Source: Primary Data] 

Interpretation 

Table 5.5 clearly depicts the payment preferred by the respondents before 

demonetization. Before demonetization a large no. of respondents preferred 

payments via both cash and card. About 66% of the total population preferred 

payments via both cash and card before demonetization and 18% preferred 

payments via cash and the rest 16% via card. 

Table 5.6: Small and Medium Size Retailers Prefer Plastic Money for Transactions 

Options Frequency Percent Valid Percent Cumulative Percent 

Valid 

Yes 34 66.7 68.0 68.0 

No 16 31.4 32.0 100.0 

Total 50 98.0 100.0  

Missing System 1 2.0   

Total 51 100.0   

[Source: Primary Data 

Interpretation 

Table 5.6 clearly depicts the preference of small and medium sized retailers 

towards plastic money for transactions. It is observed that maximum number of 

respondents are of the opinion that small and medium sized retailers prefer 

plastic money for their transactions amounting to 68% of the total population. It 

is also observed that 32% of the total population are of the opinion that small 

and medium size retailers do not prefer plastic money. 

Table 5.7: Black Money Circulation be Crabbed by Introduction of Debit or Credit  

Card Transactions 

Options  Frequency Percent Valid Percent Cumulative Percent 

Valid 

Yes 33 64.7 66.0 66.0 

No 17 33.3 34.0 100.0 

Total 50 98.0 100.0  

Missing System 1 2.0   

Total 51 100.0   

[Source: Primary Data] 

Table 5.5: Payments Preferred before Demonetization 

Options Frequency Percent Valid Percent Cumulative Percent 

Valid 

Cash 9 17.6 18.0 18.0 

Card 8 15.7 16.0 34.0 

Both 33 64.7 66.0 100.0 

Total 50 98.0 100.0  

Missing System 1 2.0   

Total 51 100.0   
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Interpretation 

Table 5.7 clearly depicts whether the black money circulation in the economy be 

crabbed with the introduction of debit or credit cards. Majority of the population 

are of the opinion that black money circulation would be crabbed with the 

introduction of plastic money amounting to 66% of the total population. The 

remaining 34% are of the opinion that the black money circulation would not be 

crabbed. 

6. Findings 

The efforts of demonetization being led by PM Modi in India are appreciable to 

an extent but follow both positive as well as negative aspects. The main aim is 

to eradicate the stock of “black money” out of the economy and bring it into the 

banked and taxable part of the economy.    The result of the study revealed the 

following: 

 The maximum number of respondents chosen for studying the impact 

belonged to the age group of 18-25 constituting about 56% of the total 

population. 

 Most of the respondents possess the category of student as their 

professional status constituting about 52% of the total population. 

 Majority of the respondents get an annual income of 0-180000  

 Best parts of the respondents are of the opinion that plastic money is the 

safest mode of transaction constituting about 66% of the total 

population. 

 One of the main reasons for not opting plastic money by the respondents 

is that plastic money involves hidden charges constituting 44% of the 

total citizenry. 

 Most of the respondents preferred PIN as the security for their plastic 

money constituting 38% of the total population. 

 There has been a valid hike in the of use of bank card after the 

demonetization. 

7. Conclusion 

Demonetization is the act of stripping a currency unit of its status as legal 

tender. The study examined the impact of demonetization on increased use of 

plastic money. 50 respondents were selected for the study. The Demographic 

profile of the respondents are examined using the variables like gender, 

profession, annual income, age group they belong to, number of members in the 

family, awareness of plastic money, consumer preference of plastic money in 

the pre and post demonetization era, extent of non-acceptance of plastic money 

among the small and medium sized retailers, the extent of risk associated with 

plastic money, extent of wasteful expenditure using plastic money by 

consumers, extent of reduction in corruption with the introduction of plastic 

money. With demonetization basically, many of the digital payment clarification 
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providers have created advanced ways to bring new consumers. The efforts of 

demonetization being led by PM Modi in India is appreciable to an extent but 

follows both positive as well as negative aspects The government can also plug 

outflow of government funds as plastic money will assure electronic payment. If 

the government starts the use of plastic money, it will facilitate effective 

resource allocation with fewer chances of bribery. Also, there will be no 

falsification of plastic money which has a lifespan more than four to five times 

of hard cash. From the study conducted we can conclude that in the upcoming 

years people would prefer plastic money in a higher proportion than the hard 

money. 

   References 

[1] Piyush Kumar, an analysis of growth pattern of cashless 
transaction system, Impact Journals 3(9) (2015), 37-44. 

[2] Kumudha A., Lakshmi K.S., Digital Marketing: Will the Trend 
Increase in the Post Demonetization Period, Journal of Research 
in Business and Management 4(10) (2016), 94-97. 

[3] Post de-monetization, which digital payment method to use? 
Here’s how to choose 

https://economictimes.indiatimes.com/wealth/invest/post-
demonetisation-which-digital-payment-method-to-use-heres-
howtochoose/articleshow/56173994.cms 

[4] Ananya Mitra, Sonali Rath, Jayant Kumar Nayak, Impact of 
demonetization on cashless transactions-International Journal of 
Engineering and Management Invention 02(03) (2017), 246-251. 

[5] Jain K., Pandiya S., India: Currency Demonetisation and the Way 
Ahead, Management Insight 12(2) (2017). 

[6] Balaji K.C., Balaji K., A Study on Demonetization and its Impact 
on Cashless Transactions, International Journal of Advanced 
Scientific Research & Development (2017), 58-64. 

[7] Bist A., Nair P., Dubey R., Hajela T., Analysis of Use of Plastic 
Money: A Boon or a Bane, SIMS Journal of Management 
Research 1(2) (2015), 34-51. 

[8] Karthikeyan C., A Meta analytical study on impact of 
demonetization, International Journal of Management, IT & 
Engineering 7(7) (2017). 

[9] Naincy Prajapati, Sanjeev Kumar Singh, A study on impact of 
demonetization on online transactions, international journal for 
innovative research in multidisciplinary field 3(7) (2017). 

International Journal of Pure and Applied Mathematics Special Issue

688



689



690


