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Abstract

The Textile industries in India plays an important role in creating employment. In recent times
the Indian textile industry is facing falling in exports, rise in cost of production and low
productivity. As for now the event of demonetization has resulted a deteriorating effect on
Indian textile industry. The main purpose of the research is to investigate the current trends,
impact of demonetization on demand, productivity, cashflow and digitization in Indian Textile
Industry. A detailed questionnaire has been designed, the responses are collected and analysed
from the top and middle level management around 300 respondents have been approached.
This study aims at exploratory research design which gives a positivistic insight of the
undertaken study. The collected responses are analysed using IBM SPSS statistical software
version 20.0. The findings of the study concerning to the demand of textile products shows a
decreasing trend due to reduced currency circulation in the textile market, this resulted in
inventory accumulation leading to decrease in overall textile productivity. The cash flow
certainly took a back-step n distorted the entire value chain from farmers to textile
manufacturing companies. The industry is realizing the importance of digitization and yet
shows a slow trend towards adopting to digital innovations
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Chapter 1 Introduction
1.1 Background of the research topic
The two terms that are repeatedly being used is the monetization and the demonetization. While
monetization is the process through which the money is used as an effective medium of
exchange and there is higher storage value, the demonetization, is withdrawal of the current
currencies in circulation and thereby making it legally ineffective for any form of transactions.
From the Indian perspective, the demonetization indicated that value of the denomination of
Rs 500 and Rs 1000 being withdrawn as on 8th November 2016 (Ahram and Karwowski, 2017).
The biggest drawback of the same being inability of the people and the businesses to use the
bills of with value for any form of transactions in addition to no value in storage for the future.
It has been further argued that demonetization being an extreme step required effective
planning and strong purpose behind it.
According to the study conducted by Sangeetha (2018), from the perspective of the
demonetization in the India, the Indian government intends to start curbing the black money
and its flow and thereby making the current holders of the black money in the higher value
bills invalidated. However, there is no evidence supporting this proposition of the government
and its benefits in the short terms, medium term of the long-term basis. In addition, to curbing
down the flow of the black money in the country, the government aimed to target the rising
inflation, combatting corruption and also discourage the exploitation of the cash system in the
country. The demonetization decision taken by the Indian government on 8th November is not
the first demonetization in the country. However, the challenges associated with the process
has overshadowed the potential benefits that were expected by the Indian government.
In the view of Bayan (2017), demonetization in India was also seen in the year 1946 and 1978
however, there is considerable difference between the intent and the outcomes of each of these
demonetizations. From the study it was concluded that irrespective of the long-term benefits
that are expected by the Indian government, the immediate negative impact of the
demonetization includes the chaos among the people in terms of getting rid of the 500 and 100
Rupees at the earliest possible. Furthermore, there were instances of people dying and
collapsing in the bank queue due to the long wait. This degree of loss is unrepairable by the
any individuals and became a black spot for the current demonetization, but this impact was
not limited only to the people, businesses were at the losing end as well. One of the biggest
issue reported by the people was the lack of information pertaining to the demonetization, in
12

addition to the failure of the government in ensuring that there are enough Rs. 100 and Rs.
2000 currencies available in the market to cover the gap or the withdrawal period. Due to
demonetization vendors were running short of changes to tender to the customers. The impact
was not limited only to the cash transaction-based business, but the impact was reported by the
businesses who were operating digitally. This paper explores the impact of the demonetization
from the business perspective.
1.2 Research problem
According to Senthamizhselvi (2017), while the demonetization did help the Indian
government to get the account for all the unaccounted cash as the people were forced to deposit
the demonetized currencies in the bank, the impact of the same has been unprecedented on the
businesses. Small businesses operating in different industries has to incur huge financial losses
as the businesses are primarily cash based.
According to Neelam (2017), the response of the textile industry towards the demonetization
has been mixed wherein the organised textile sector has welcomed the decision of
demonetization as it will promote the streamlining of the transactions systems in the industry
and result in a more transparent business transactions between the companies and the traders.
However, it has also been noted that demonetization led to the cash crunch in the industry that
affected the ability of the companies to purchase raw materials and continue their production
lines. From the work it can be concluded that while demand cash flow has been impacted
negatively, there is scope for adoption of the electronic clearing systems for making payments
in the industry for a transparent business. However, the question arises, is the digitisation only
successful outcome of the demonetization from the perspective of the textile industry?
The demonetization has primarily impacted the manner in which businesses were transpiring
between the consumers, retailers, wholesalers and the manufacturing companies. Since the
demonetization was announced during the winter season, the winter sales and business was
impacted by the demonetization. In addition, the lack of acceptance of the digital payment
further escalated the issue in the industry. While the small companies were undergoing
financial losses, the large companies were finding it difficult to make the payment due to cash
crunch (Aranca.com, 2017). In the article available on the Economic times, it has been
highlighted that the demand and the productivity in the textile industry has been impacted due
to the decrease in the consumer spending in the luxury or high price textile or fabrics. However,
it has been argued that contrary to some of the reports, the 1/3rd of the textile industry is export
13

based hence the impact of the demonetization might not be as significant as import-based
companies. Furthermore, it has been proposed that as soon as the demand reverts back to a
steady state, the overall impact of the demonetization can be neutralised in the industry
(Ghosal, 2016).
Impact of the demonetization on the business has been examined in terms of imports and
exports but there are other financial indicators of the companies that have been significantly
impacted by the phenomenon including demand, cash flow, productivity and digitisation. This
research aims to examine these aspects of the Indian textile industry and thereby contribute
towards building of the knowledge on the demonetization in India. India is among the top five
world fastest growing economies which has been driven by its manufacturing and other sectors.
In this aspect, it would be interesting to explore how the demonetization affected the Indian
economy from the perspective of one of its most influential business sectors, the Indian textile
industry.
1.3 Research aim and objective
Through the research aim, the researcher intends to distinctly highlight the purpose of the
research. The aim of this study is to examine the impact of the demonetization on the Indian
textile industry. Taking this into consideration, the objectives of the study includes:
•

To examine the current outlook of the Indian Textile industry

•

To determine the impact of demonetization on the demand in the Indian Textile industry

•

To determine the impact of demonetization on the productivity in the Indian Textile
industry

•

To determine the impact of demonetization on the cash flow in the Indian Textile
industry

•

To determine the impact of demonetization on the digitisation in the Indian Textile
industry

1.4 Research questions
The researcher intends to find solutions to the following research questions:
•

What is impact of demonetization on the demand in the Indian Textile industry?

•

What is the impact of demonetization on the productivity in the Indian Textile
industry?
14

•

What is the impact of demonetization on the cash flow in the Indian Textile industry?

•

What is the impact of demonetization on the digitisation in the Indian Textile
industry?

1.5 Research hypothesis
Hypothesis

Criteria for Accepting

Criteria for Rejecting

Demonetization impacts the

P is  0.05

P is  0.05

P is  0.05

P is  0.05

P is  0.05

P is  0.05

P is  0.05

P is  0.05

demand in the Indian Textile
industry
Demonetization impacts the
productivity in the Indian
Textile industry
Demonetization impacts the
cash flow in the Indian
Textile industry
Demonetization impacts the
digitisation in the Indian
Textile industry

1.6 Roadmap for the dissertation
This chapter has been covered in seven chapter. The researcher has provided a brief overview
of these chapters below.
Chapter 1 Introduction- This chapter provides the information on the background of the
research issue, rationale for the research aim and objectives of the study, hypothesis of the
study, the limitations of the research and the structure of the dissertation.
Chapter 2 Literature Review- This chapter has been used for examining the literature,
concepts, theories and the models on the research issue.
Chapter 3 Research Methodology and Methods- In this chapter, the researcher has discussed
the methods and techniques adopted for conducting the research and for collecting the data.
The chapter contains information about the research design, strategy, approach, philosophy,
data collection methods and data analysis.
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Chapter 4 Data analysis and findings- In this chapter, the researcher has presented the
findings of the data collection and interpret the findings.
Chapter 5 Discussion- In this chapter, the researcher has discussed the findings derived from
the data interpretation against the literature examined and the research questions.
Chapter 6 Conclusion and recommendations- In this chapter, the researcher has concluded
the study by discussing the overall findings in the light of the literature Review and proposed
recommendations.
Chapter 7 Reflection- In this chapter, the researcher has carried out self-assessment of the
overall experience of writing the paper and the study on the whole.
1.7 The scope and limitations
In this study, the researcher aims to examine the impact of the demonetization on the Indian
textile industry from the perspective of the demand, cash flow, productivity and the digitisation
of the industry. The researcher has examined these aspect of the industry as it highlights the
production, and adoption of the technology in the industry. The research, however, has not
examined the supply, or the revenue aspect of the industry. The researcher does not intend to
examine the profitability of the industry but to examine how the industry got impacted during
the period of demonetization. The research has been examined from the perspective of the
people who are running the businesses in the textile industry and not the employees, therefore,
the employability aspect has not been covered in the research as well.
1.8 Major contribution of the study
This study intends to contribute towards building knowledge on the impact of the
demonetization on the Indian textile industry. It has been observed that there are articles
examining the impact of the Indian economy but there is limited study on the textile industry.
Through this study, the researcher intends to examine how the demand has got impacted in the
industry? Was there as significant increase or drop in the demands of good and materials during
the early phases of demonetization in comparison to the latter phases? Similarly, the study aims
to examine how the cash flow has got impacted in the industry? Was there as significant
increase or drop in the cash flow for the businesses during the early phases of demonetization
in comparison to the latter phases? The study also aims to highlight how the productivity of the
companies has got impacted in the industry? Was there as significant increase or drop in the
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productivity during the early phases of demonetization in comparison to the latter phases?
Finally, the study will examine the how the digitisation has been promoted in the industry?
Was there as significant increase in the use of the card and cash less transaction methods in the
industry over the cash transactions?
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Chapter 2 Literature Review
2..1 Introduction to the chapter
This study has been focused on examining the impact of the demonetization on the Indian
textile industry. This chapter has been covered in primarily different parts. The first part of the
literature provides the overview of the demonetization and its impact on the Indian economy.
This is followed by the overview of the Indian textile industry. In the following section, the
researcher has theoretically examined the impact of the demonetization on the demand, cash
flow, productivity and digitisation in the textile industry. In the final section, the researcher has
examined the financial data of the Indian textile industry including two of the top companies
from the textile industry to examine the impact of the demonetization.
2.2 Demonetization and its impact of Indian economy considering its pros and cons
According to Ahram and Karwowski (2018), demonetization is an extreme step and it does not
happen without a purpose or neither happens in a vaccum. However, to understand the term
demonetization, it is necessary to understand what is meant by money. While there is no
universal definition for money, but it is a known as a mode of payment. It is the lubricant that
facilitates exchange. While the monetization is the process through which money is effectively
serving as a medium of exchange, on the contrary, demonetization connotes the withdrawal of
the currency in circulation in terms of making it legally ineffective in the transactions.
Demonetization indicates that the legally banned currencies cannot be used for customers or
businesses in any form of transactions or be stored for value in the future. Tosh (2015) says
demonetization means depriving the currency of its standard value, with the intent to stop the
use of the currency/money. It is the act of stripping the currency unit of its status as a legal
tender. Furthermore, in the demonetization, the old unit of currency is removed from the market
and is replaced with a new unit of currency (Disha Experts, 2017). Demonetisation is the act
of changing the existing currency into a new form. In the demonetization, the old currency is
replaced by a new form of currency. In simple, the demonetization can be denoted as the
introduction of new units of currency or fully replacing the old unit with new units. Another
aspect that needs to be considered in demonetization is the remonetisation, that primarily
follows the demonetization and involves reintroduction of the currency in the market (Uke,
2017).
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Demonetized Currency Notes:

Relaunch of new currency notes:

The government of India implemented a major economic decision of demonetizing the higher
value currency notes of Rs. 500 and Rs.1000. The main rationale behind the move of the Indian
government was to curb black money and thereby blocking its flow as much as possible by
devaluating the currency used for black money. According to Sangeetha (2018), there are
multiple reasons for the government to take the decision of demonetization, in the combating
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the rising inflation, combating corruption in the country, as well as to discourage the cash
transaction system in the country. Similar view has been put across by Muthulakshmi and
Kalaimani (2018), wherein it was noted that the prime reasons for the demonetization is to
promote a cashless economy, eradicate the use of counterfeit currency, and to crackdown
terrorism among others. It has been noted that demonetization is not a new phenomenon either
for India or the world. Various governments across the world have earlier decided to ban
currency notes in the circulation and thereby rendering huge amount of cash, useless overnight.
India has experienced the demonetization twice before as well. The first demonetization in the
country was in the year 1946 when the currency notes of Rs 1000, Rs 5000 and Rs 10000 were
taken out from the circulation. This included the demonetization of the highest currency notes
ever printed by the Reserve Bank of India. The second demonetization occurred in 1948 with
the demonetization of Rs 1000, Rs 5000 and Rs 10000 again after the reintroduction of the
notes (Muthulakshmi and Kalaimani, 2018). In 2016, the Indian government once again
decided to demonetize the Rs 500 and Rs 1000 notes in circulation. These notes during the
early phase of demonetization accounted for over 86% of the total cash supply in India.
According to Singh and Singh (2016), India has the highest level of currencies in circulation
accounting for about 12.1% of the GDP of the country. It has determined that significant
portion of household cash in hand is not reported to the tax authorities and thereby giving rise
to corruption. Scrapping of the higher currency value resulted in the people brining the money
into the system at the right time or leaving the money devalued (Singh and Singh, 2016). Uke
(2017) in his study examined the impact of the demonetization on the Indian economy to
determine whether the demonetization should be considered as a boon or a threat. It was
determined that despite the challenges and inconvenience encountered by the people of India,
the demonetization reduced the consumption activity in the country and at the same time, it
increased the money in the banks. From the business perspective, the market was slowed down
due to most of the business being based on cash transaction.
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(Source: Singh and Singh, 2016)
From the above image, it is clear that the higher currency notes were having the highest
percentage share in the India. More details have been presented in the below tables highlighting
the volume and value of the banknotes in circulation.
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(Source: Rbi.org.in, 2018)
From the above table, it can be observed that since the demonetization the value of the higher
value currency notes in circulation declined enormously. While in 2015, 46% of the total value
in circulation was consisting of Rs.500 whereas 39.3% was contributed by the Rs 1000. Till
March 2016, there was an increase in the circulation of the Rs. 500 and Rs. 1000 notes however
post the demonetization announced in November, by the end of March 2017. The value of Rs.
500 notes in circulation was down to 22.5% and Rs. 1000 was at 0.7% indicating the focus on
the Indian government on combating the black money. Despite the scope for combating the
corruption, the demonetization impacted the Indian economy by significantly affecting the
Indian GDP (Businesstoday.in, 2018).
There are various positive impacts of the demonetization and it includes the potential of the
initiative of the government in curbing the black money menace in India. Demonetization made
every person to deposit their old currency notes in the banks and exchange them for the new
currency notes within the specific time period. Post the period any currency would be deemed
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invalid and illegal for an individual to hold the devalued currency notes. The amount deposited
by the people is being used for the betterment of the country. Another significant impact of the
demonetization has been the move of the country towards adopting the digital payments.
People in India today have adopted virtual wallets like Ola money, Paytm, PhonePe among
others (Deepika et al., 2017). Furthermore, the demonetization and the drive to use card over
cash transactions propelled the growth of the ecommerce in the country wherein the businesses
like Amazon and Flipkart have been promoting digital payment. On the contrary, the
demonetization created inconvenience to the citizen of India. Public inconvenience was one of
the most significant drawback of the initiative taken by the government. Movement towards
the cashless economy was primarily welcomed only by the people who were used to digital
transactions. Demonetization led to severe shortage of money in circulation. With the launch
of Rs 2000 note and no presence of Rs 1000 and Rs 500, there was significant shortage of Rs
100 in the market. Instead of combating corruption, there were noted cases wherein banking
officials from various public and private sector banks were involved into illegal exchanging of
old currency notes. While the demonetization drive did affect the general public in the short
term, the long-term benefits of the move of the Indian government cannot be understated.
2.3 Indian textile industry- Overview
The demonetization had significant impact on different businesses and industry in India,
however, in this study the focus has been placed on the Indian textile industry. According to
the industry reports, the domestic textile industry in India is projected to reach a value of US$
250 Billion by 2019 from its value of US$ 150 Billion in 2017. This is a very significant growth
in the value of the domestic industry (Indian Textiles and Apparel Industry Analysis, 2018).

Make in India campaign was launched in 2016 to attract Foreign direct investment and
manufacturers. Under the current union budget for 2018-2019, the industry has been allocated
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Rs 7,148 crore for the development of the textile industry. The Indian textile industry
contributes 10% of the manufacturing production in the country. It contributes around 2% to
the GDP of India and employs over 45 million people. It can be assumed that apart from being
an income generating industry, the industry is also contributing in reducing the unemployment
rate in the country. The textile sector also contributes around 13% to the export earning in the
country. The fundamental strength of the Indian textile industry is in its strong production base
for the wide range of fibres and natural yarns like cotton, jute and silk (Indian Textiles and
Apparel Industry Analysis, 2018). Indian textile industry is one of the leading textile industry
in the world. The industry was predominantly unorganised a few years back however the
opening up of the Indian economy has given the industry the much-required boost for growth
(Sivakumar, 2018).
The Indian textile has all the tailwinds that a business needs to grow and become profitable. As
per the Ministry of textiles, the textile industry contributed about 14% to the total industrial
production, and 13% of the country export earnings in the year 2017. Furthermore, as per the
estimates of the Ministry of textiles the domestic textile industry is expected to reach US$ 223
Billion by 2021. Furthermore, the textile industry also aims to double its workforce in the next
3 years. They have the thumb rule that for every 1 lakh rupee invested in the country, there
should be an additional 7 jobs created (Textiles, 2018). The key aspects of the industry have
been listed down in the table below:
Key

points

in

the Details

industry
Supply in the industry

Despite the increase in the foreign direct investment in the
country and the opening of the trade barriers and pick up in the
demand from both the global and the domestic markets, majority
of the textile segments are not operating to their full capacities.

Demand in the industry

There has been a rise in the demand for the branded and premium
products in the country. This rise in demand has been due to the
increasing per capita income.

Barrier to entry in the Textile
industry

industry

requires

use

of

superior

technology.

Furthermore, it is an industry that comprises of both skilled and
unskilled labour. The barrier to entry is high as the companies
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require a strong distribution network as well as access to both the
domestic and the global customers.
Bargaining power of the In the industry, the suppliers bargaining power is lower
suppliers in the industry especially considering the over supply of the materials in the
unorganised markets. However, due to rising demand.
Bargaining power of the The textile industry comprises of customers who are looking for
customers

either domestic or the global products. The bargaining power for
the domestic customers is low for the branded and premium
products. On the contrary, global customers have higher
bargaining power due to the presence of low cost sourcing
destinations.

Competition
industry

in

the The competition in the industry is very high. With the
introduction of FDI, the products are sold in the country from low
cost producing nations.

(Source: Textiles, 2018) (Table created by the researcher)
2.4 Impact of demonetization on Indian textile industry
2.4.1 Demonetization and demand in the textile industry
According to Yadav and Singh (2017), the demonetization had reduced the level of demand
for products in the Indian economy and this was affecting all the business sectors to a great
level. In the textile industry as well, the overall demands for the products got significantly
impacted and this was due to the reduction in the demands from the customers as well as
businesses dealing in apparels. In an attempt to further explore on the issue, Mohapatra (2016),
in his article in the International business times noted that in comparison to the organised
segments, the demonetization had a significant impact on the unorganised segment of the
Indian textile industry. This was primarily because the unorganised segment relies on
conducting bulk transactions as the majority of the transactions are carried out in hard cash
rather than digitally. During the demonetization phase as well as the post demonetization phase
saw a significant drop in the sales of the apparels and other textile products due to the increased
cash crunch in the market and the lack of availability of Rs.500 and Rs.1000 notes, in addition
to the shortage of Rs 100. Furthermore, with the lack of availability of cash and lower number
of customers relying on the digital payments, there was a significant drop in the consumer
spending in the country as well. Since the demonetization was announced during the early
winter seasons, the impact of the demonetization was primarily felt by the retailers and
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manufacturers of the winter wear, who are primarily focused on the domestic market for their
business operations.
Considering the consumer spending, Neelam (2017) identified that apart from the business
unable to sell their products, the lack of liquidity even limited the customers from purchasing
clothes and this lead to further slowing down in the demand in the textile industry. Sagar (2016)
further noted that the demand in the textile industry was also a result of a kind of currency
being offered by the traders. The traders were willing to conduct the business in the older
currency notes which were devalued and was not being accepted by the companies. In another
article written by Gulati (2018) this issue was further explored, and it was highlighted that
despite the launch of the new Rs.500 and Rs.2000 India was still reeling under the effects of
the demonetization. Similar to the view of Mohapatra (2016), Gulati (2018) emphasises on the
impact of the demonetization on the demands in the unorganised segment of the textile industry
by arguing the benefits the demonetization was bringing to the organised segment in the textile
industry. Furthermore, it was noted that the unorganised segment was also under intense
pressure to start complying with the new laws of operating digitally. It was further highlighted
that with the reduction in the demand for the apparel in the industry, there was a significant
impact on the other end products in the textile industry, thereby demonetization affecting the
entire value chain in the textile industry. Due to the reduced demands and lower disposable
income, there was an increased accumulation of the inventory for the textile companies as well
as demonetization leading to deferment of the purchase from manufacturers and retailers.
According to the article of Waghmare (2018), Mumbai, a city known for its biggest textile
market also suffered due to the demonetization. Since the demonetization was announced in
the month of Novembers, there was significant impact on their business as there the businesses
were reduced by more than 20% due to the lack of demand owing to the demonetization in the
winter and wedding shopping season. Furthermore, during the first few of notebandi, as
demonetization was being called in India, the businesses were suffering from no business at
all. In comparison to the sales of the low-end materials, the demands for the premium and the
luxury clothes fell drastically. People became more economical and were choosing simple and
plain clothes over the luxury items. Another concern that was raised by the merchants was that
the manufacturing of the clothes was not as much as affected as it was being done by the
machines but the manual work like putting buttons and zips on the clothes was affected due to
the lack of cash for paying wages to the workers. As reported in the financial times, the
immediate fallout of the demonetization was slower consumer spending leading to the
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slowdown in the demand for the apparel and other end products of the textile industry. The
impact of the demonetization in terms of slowing down the demand in the industry was also
supported by (Kumar and Bumra, 2017). It was also noted that there was increased employee/
labour turnover, due to lack of production led by the falling demand for the products due to the
demonetization. In the textile industry, almost all the retailers and brands reported a drop-in
sales by 40-60% post the demonetization. However, it was reported after the first few weeks
of the demonetization, the demand was rising but not as significant as the drop. The first 3-4
months post demonetization had the most significant impact on the textile industry (Raj, 2017).
2.4.2 Demonetization and cash flow in the textile industry
According to the work of Mohapatra (2016), it has been noted that since the domestic textile
industry is primarily cash transaction based, the reduction in the currency circulation had a
significant impact on the daily business transactions. With the increased accumulation of the
inventory coupled with the decrease in the demand for the apparels, there was delayed and
stretched payment, and this affected the cash flow in the textile industry (The Financial
Express, 2018). As discussed in the previous section, it was noted that demonetization not only
impacted the demand n the textile industry, overall, it had a significant impact on the disposable
income of the people, which further slowed down the demand and purchase of the products by
the customers. Ghosal (2016) expressed his opinion on the stretched payment and noted that
the decreasing the demand for the apparel and the increase in the deferment of the purchase
from the retailers and manufacturers further drove constraints on the overall demand value
chain in the textile industry. The impact was found to be more prominent in the unorganised
segments wherein a majority of the deals are carried out with the cash transactions and
demonetization led to the reduction in the currency circulation and affecting the business
transactions temporarily (Ghoshal, 2016). It was noted that with the impact of the
demonetization affecting the operations in the textile industry, the industry players were
looking for corrective measures to mitigate the challenge they were encountering due to the
cash crunch brought in by demonetization. The textile retail stores and shops across the country
were experiencing the pain from the lack of demand and lack of cash lowering their sales. With
the stocks piling up across the value chain in the textile industry, the textile companies were
not in the position to collect any receivable and thereby the cash flow in the industry was
severely affected (Fibre2fashion.com, 2018).
Another view was put forth by Preuss (2018), who expressed his opinion on the impact of
demonetization on the cash flow. The author pointed out that the cash flow was not only
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affected due to the lack of cash but also the lack of time that kept the potential customers away
from shopping, as people were being forced to stand in queue in the banks for getting enough
cash for purchasing other essentials like water, groceries, gas, and electricity. Demonetisation
caused a strange belief to spread across the country wherein people started to believe that
shopping for the non-essential items like clothing was a waste of cash. While the urban
consumer was able to shop online using their credit or debit card, the most popular method of
online payment that is cash on demand was not affected by the demonetization. The article in
the Indian Express by ANI (2016) drew attention towards the state of the Mathura sari industry
and pointed out that as per the factory owners, they did not have any other option apart from
closing down the factories as there was no cash flow in the market. The factories owners stated
that they are still waiting for the 'Ache Din' as it was promised by the PM Narendra Modi.
From the perspective of the SME and the decentralised sector, it was noted that nearly 70-75%
power loom units had to stop functioning in various textile sectors as majority of these units
were operating and transaction were being carried out in cash. Traders and manufacturers
reported to have been piling of the stocks across the value chain. Furthermore, companies were
not able to collect the products ordered due to the lack of cash, resulting from the cash crunch.
Manufacturers were either unable to or unwilling to buy the products primarily due to the
limited liquidity (Textileexcellence.com, 2018). Furthermore, it was noted that 70-80% of the
workers were getting paid in the cash on the weekly basis. However, with the impact of
demonetization, cash-strapped companies were not able to pay the workers their wages. Even
the companies who attempted to make payment to the workers in advance for the subsequent
month were required to allow the workers to stand in the queues in the bank for handling cash
and currency change. Demonetization had a significant impact on the small-scale informal
sector in the textile industry in multiple ways. The sector was used to the environment wherein
the payments were either made in cash or in the form of bearer cheque. Due to demonetization,
the manufacturers were unable to purchase raw materials, pay their workers or build up stock
for the future sales. The strain on the business and shortage of the cash resulted in curious
anomalies in the textile industry (Indiantextilejournal.com, 2018).
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2.4.3 Demonetization and productivity in Textile industry
It was noted that apart from affecting the demand and the cash flow the demonetization had a
significant impact on the production in the textile industry and thereby piling up of the
inventory in the companies. This stockpiling affected the production thereby the productivity
and the output of the textile industry (Mohapatra, 2016). Furthermore, the demonetization led
to the drop in the exports and thereby further cutting down the production costs in the textile
industry (Business-standard.com, 2018). It was noted that due to the lack of production
capability, there were few units in the textile industry that were forced to shut down the
operation, in addition to some of the units completely stopping the production for a temporary
period. The demonetization affected the entire value chain and the people involved directly or
indirectly in the process of production (Bizvibe, 2018).
It was further proposed that with the impact of the demonetization on the productivity of the
textile industry in India, in the next few months, the other countries like China and Bangladesh
might become major competitors of India in the textile sector. Sagar (2016) noted that with the
demonetization the operations in the textile industry was majorly hit due to the slump in the
textile/cloth market as well as the inadequate supply of the raw materials. It was quoted by
many manufacturers in the industry that they were unable to afford to maintain the current level
of inventories and if the things do not improve in the industry, there is no other option but for
the industry players to cut down the production. Due to the demonetization drive, the
production process in the industry was severely impacted both in the organised and the
unorganised sector. Textile industry being primarily cash driven got seriously impacted by the
demonetization. Textile industry is being the labour-intensive sector was required to pay a huge
sum of cash especially to the daily wage labourers. Demonetization led to constraints on the
cash withdrawals to meet the daily requirements of the industry which further negatively
impacted the procurement and production process in the textile industry (Ph.D. Research
Bureau, 2014).
Textile companies and manufacturers faced immediate impact from the demonetization and the
other intermediaries in the value chain felt the lag within few weeks leading to reduced orders
and slower sales. Pointing out the impact of demonetization, it was noted that both the
organised yarn and the fabric industry was impacted as they were dealing with the suppliers
from the unorganized segment. This lead to a significant impact on nearly 30-40% of the
business and stock accumulation at all the levels in the supply chain. With the slower demand
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and capital blockage the production in the textile industry was significantly impacted
(Indiantextilejournal.com, 2018).
2.4.4 Demonetization and digitisation in the textile industry
Demonetization was intended towards encouraging people to adopt digital payment gateways
to pave the way for the making Indian cashless economy. While demonetization did paralyze
the Indian economy, today it is being considered as a catalyst for the digital payments. It has
led to economic transition right now. According to the study of Neelam (2017), the response
of the textile industry towards the demonetization has been mixed as there was a surge in the
industrialization, increase in the consumption of the textiles in engineered products among
others. On the other hand, the organized textile industry has been rather more welcoming
towards the demonetization as it has led to the streamlining of the transaction system and
thereby resulting from the transparency of the business transactions. However, it cannot be
denied that the increase cash crunch has led to a significant impact on the purchase of the fabric
and other raw materials.
Due to the demonetization to deal with its impact, the textile industry has launched a drive for
the digitization of the industry with the pretext of the closure of many textile units after the
demonetization. Digitization was a result of the cash crunch and recession felt in the textile
industry from the customers and the trader’s perspective. The textile industry today has
installed swiping machines at the processing units and ensured that all the workers in the
industry have bank accounts (Yarnsandfibers.com, 2018). Neelam (2017) rightly pointed out
that while demonetization might have impacted the textile industry in India, it should be
considered as a positive step towards curbing the black money in the market but also a move
towards the building of a Digital India which is about using the electronic clearing system for
making the payments throughout the country. In the view of Ahmad and Khan (2017), it is
pointed that demonetization needs to be considered as the right move towards the creation of a
cashless economy. In this situation, the flow of cash does not exist, and all the transactions are
carried out using the electronic or digital mediums.
It has been argued that for the greater good, the demonetization needs to give rise to a cashless
economy and thereby contribute towards the filling of the void created by the lack of cash.
Concerns were raised concerning the role of demonetization towards the creation of cashless
economy through digitisation. Demonetization not only drew millions of people to stand in the
queue of the banks and ATMs in the country but also aligned them with the digital push behind
the initiative of the Indian government. In 2016, the digital payment accounted for about 15%
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of the $1.5 trillion worth of consumer spending in the country. However, with the initiative of
the government, this percentage is expected to rise by nearly 60-70% in the form of consumer
spending in the country. Through the digitisation move, the government expects the cashstarved consumers to take the plunge and switch to digital modes of payments
(Businesstoday.in, 2018). Digitisation in the business to the business segment was the greatest
outcome of the demonetization in the country.
2.5 Performance/Output of textile industry (before and post demonetization)
In this section, the researcher has examined, the performance of the Indian textile industry
before and after the demonetization. While in the previous section, theoretically, we have been
able to examine the impact of the same on the various aspects of the Indian textile industry. In
this section, the researcher has examined the performance of Indian textile industry for 20152016 (early phase of demonetization), 2016-2017 (post demonetization) and 2017-2018 (the
current scenario in the industry).
With the production and demand for the textile going down as suggested by many researcher
and authors above, the researcher has examined the export trend of the industry.
Export

2014-2015
MN)

(US$ 2015-2016

(US$ 2016-2017

MN)

MN)

and 37655

36257

36007

% of textile exports of 13.6%

15.1%

14.4

262290

276280

Indian

textile

(US$

clothing

the overall exports in
the country
India’s overall export

310338

(Source: Ministry of textiles, 2018)
From the above table, it can be observed that the export percentage of the Indian textile industry
was highest in the period of 2015-2016 at 15.1% of the total exports from the country.
However, there was a considerable dip in the % of exports in the period of 2016-2017,
contributing only 14.4% to the total exports from the country. Since the demonetization was
initiative in the month of November, the cash crunch and the devaluation of the higher currency
notes would have a significant impact on the dealing of the businesses in the exporting of the
textile and contributed to a decline of nearly 1.3%, despite the increase in the overall exports
from the country.
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(Source: Ministry of textiles, 2018)
From the above chart, the export can be examined for the year 2016 and 2017, monthly. We
will be focusing on the month of November since demonetization was initiated in this month.
It can be observed that in the month of November while the export was contributing only 2.7%,
it increased to 2.8 in the year 2017. It can be observed that post the demonetization, there has
been a significant improvement in the exporting ability of the company and this can be
primarily assumed to be due to the focus on the digitisation of the transaction being carried out
in the industry.
In the below figure, the researcher has presented the capacity utilisation, productivity and
turnover data for the Indian textile industry as reported by Ministry of Textiles, India.

(Source: Ministry of textiles, 2018)

Capacity utilisation is the extent to which the productive capacity of the industry is being used
for generation of the goods and services. It is expressed in the percentage form. It is can be
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observed from the above table, that the capacity utilisation of the industry was at 85.47% during
the period of 2014-2015 and it was reported at 86.67% in 2015-2016. However, it can be noted
that the capacity utilisation of the industry during 2016-2017 dropped to 84.81%. It can also be
observed that the industry recorded the highest capacity utilisation between April-August 2017,
which is after 3-4 months of demonetization. It can be assumed that the lower capacity
utilisation for the period of 2016-2017 was contributed from the period of Jan-March, which
were still reeling under the effect of the demonetization.

(Source: Ministry of textiles, 2018)
The Productivity of the industry would be examined based on the input utilised to generate the
output. It is can be observed from the above table, that the cotton productivity of the industry
was at 88.90 during the period of 2014-2015 and it was reported at 91.00 in 2015-2016.
However, it can be noted that the cotton productivity of the industry during 2016-2017
increased to 93.05%. It can also be observed that the industry recorded the highest productivity
between April-August 2017, which is after 3-4 months of demonetization. It can be assumed
that the cotton productivity in the industry was not majorly impacted by the demonetization.

(Source: Ministry of textiles, 2018)

From the above chart, it can be observed that the cotton turnover of the industry was at Rs.
1213.89 Cr during the period of 2014-2015 and it was reported at Rs.1129.22 in 2015-2016.
However, it can be noted that the turnover of the industry during 2016-2017 dropped to Rs.
33

1174.86 Cr. It can also be observed that the industry recorded the lowest turnover between
April-August 2017, which is after 3-4 months of demonetization at Rs.295.32 Cr. It can be
assumed that the turnover in the industry was significantly impacted by the demonetization.

(Source: Ministry of textiles, 2018)
In the above chart, the comparison has been drawn considering the domestic sales and export
sales in the industry. The researcher has considered the period of 2015-2017 as it involves pre
and post demonetization year. It can be observed that the domestic sales in the year 2015-2016
was reported at Rs.85.47 (Lakh Bales) but it dropped to Rs. 9.44 (Lakh Bales) in 2016-2017,
which is the post demonetization period. Considering the turnover, it can be observed that the
turnover was reported at Rs. 17066.97 Cr in 2015-2016 but dropped to Rs.1962.96 Cr in the
year 2016-2017. There was significant drop in the profit earned by the industry as well.
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Considering the production of raw materials supporting the textile industry:

(Source: Ministry of textiles, 2018)
It can be observed between the period 2015-2017, that the production of the cotton was
increased however, there was significant drop in the consumption of the raw materials since
the companies were unable to purchase the raw materials due to demonetization and at this
period the farmers or the sources of the raw materials were primarily dealing in the cash-based
transactions. Furthermore, there was significant drop reported in the export of the cotton during
the demonetization period.
To examine the impact of the demonetization on the Indian textile industry and the companies
operating in it, the researcher has examined the performance of one of the leading textile
companies in India, Bombay Dyeing.
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(Source: Bombay Dyeing, 2017)
From the above chart, it can be observed that the company has not been able to maintain a
steady revenue over the year. It can be observed that between the period of 2013-2015 despite
the drop in the revenue, the company was performing well in the industry. However, the
revenue of the company dropped to 1984 Cr in the 2015-2016 and this further dropped to
1885Cr in 2016-2017. The period of 2015-2017 has been detrimental to the company in terms
of revenue as there has been a consistent drop in the revenue.
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(Source: Bombay Dyeing, 2017)
From the above chart, it can be observed that the company has not been able to maintain a
steady EBITDA over the year. EBITDA reflects the profitability of the company. It can be
observed that between the period of 2013-2015 with the drop in the revenue the EBITDA of
the company also dropped to 284 Cr. However, in the year 2014-2015, despite the drop in the
revenue of the company 1984 Cr, there was an increase in its EBITDA at 309 Cr. In the 20152016 with the drop in the revenue of the company, there was a significant drop in EBITDA at
231 Cr. The period of 2015-2017 has been detrimental to the company in terms of revenue as
there has been a consistent drop in the revenue as well as the EBITDA reported at 169 Cr.
Another top company, Vardhman’s performance has been presented in the below charts,

(Source: Vardhman, 2017)
It can be seen in the above chart that the performance of company significantly dipped during
the period of Nov 2016-Dec 2016. This was the period when the textile industry was severely
impacted by the demonetization drive of the Indian government. However, it can also be
observed that the company did show drastic improvement in its performance post the three
months of the demonetization.
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Chapter 3 Research Methodology and Methods
3.0 Introduction
Research holds different meanings to different people. Research is a systematic investigation
or the experimentation aimed at a discovery or the interpretation of the facts (MacKenzie,
2012). Research can be summarised in three terms, discover, interpretation and revision. The
purpose of the research is to inform action and to highlight issues and concepts that might not
have been uncovered earlier. The purpose of the current study is to examine the impact of the
demonetization on the Indian textile industry. For examining the research area that has been
claimed to significant impact on only on the Indian citizens but also the business sector, the
researcher has adopted different methods and techniques. In this chapter, the researcher has
discussed the methodology adopted for collecting the necessary data for completing the study.
3.1 Research method
In this study, the researcher has focused on examining the impact of the demonetization on the
Indian textile industry by first theoretically examining the data pertaining to the industry and
examining the before and after the performance of the industry. Considering this, the researcher
has adopted the quantitative research method for this study. Quantitative research is referred to
the systematic empirical examination of the quantitative properties and phenomenon and their
relationships. The main objective of the quantitative research is to develop a statistical model,
theories or hypothesis pertaining to the phenomenon being investigated. By adopting the
quantitative research, the researcher will be able to develop a connection between the
theoretical and empirical observations (Tripathy and Tripathy, 2017).
By adopting the quantitative research, the researcher has been able to measure and examine the
necessary data. This has allowed the researcher to examine the relation between the dependent
and the independent variables. Depending on the research aim and issue being examined,
quantitative research can offer benefits and limitations. The main strengths of the quantitative
research lie in its ability to offer objectivity. The data being numerical, avoid scope for
misinterpretation. This suggests that the researcher has examined the same research issue using
the same method on a repeated basis and yet receive similar light. In addition, the method allow
the use of the statistical methods that allows the researcher to examine the attributes of the
collected data. Since the data is collected and analysed in a faster manner, the outcomes can be
easily applied to the target population. However, the method also requires the data to be
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collected from a large sample population to generate statistically accurate outcomes to be
applied to the target population (HRFnd, 2018).
3.2 Research Design
According to David and Sutton (2004), the research design provides the framework or the
logical pathway upon based on which the research project is carried out and enables the
researcher to collect all the possible pieces of evidences to be able to address the research
questions. The purpose of the research design is to ensure that all the data and the evidences
can lead to the solution to the research questions as unambiguously as possible. It has been
noted that the research design is not pertaining to the research data collection method or type
of research being conducted. In principle, the research design can use any type of data
collection method and this can be quantitative or qualitative in nature (De Vaus, 2006). It has
been argued that is to ensure the chances of incorrect or misinterpretation of the data is
minimised.
In this study, the researcher has adopted the exploratory research design. The exploratory
research design aims at addressing the exploratory research questions. The purpose of the
exploratory research design is to shed light on a phenomenon that either has not been explored
or has not been covered out in detail or has been poorly understood at the theoretical level of
explanation. In this study, though the research tends to explore demonetization which has been
covered before, it has not been clearly examined from the perspective of the demonetization in
India (Sim and Wright, 2002). The strength of the exploratory research design lies in its ability
of lower costs, ease of implementation and ability to generate results in a short period of time
(Hedrick, Bickman and Rog, 1994). The key strength of the exploratory research design is in
its ability help the researcher to improve the knowledge of the researcher and to satisfy the
curiosity of the researcher. However, the weakness of the exploratory research design lies in
the outcomes which could be judgemental. In addition, it has been pointed out the limited use
of the sample size raises concerns over the applicability of the outcomes of the study on the
target population and therefore, in this study, the researcher has chosen to use a justified sample
size (Hedrick, Bickman and Rog, 1994).

39

3.3 Research Strategy and approach.
The research strategy is defined as the generalised plan for a research problem in terms of the
structure, desired outcomes for the research objectives and the outline of the methods that will
be necessary for implementing the strategy. In essence, the research strategy is part of the larger
development plan for the research approach. The generalised for achieving the research
objectives is called the research strategy (Singh, 2004). In this study, the researcher has adopted
the mixed research strategy. This is primarily because the researcher intends to adopt or employ
one or more type of research methods. Mixed research strategy allowed the researcher to use
different types of data (Bergman, 2009). By using the mixed research strategy, the researcher
has been able to offset the weaknesses presented using individual methods of research or data
collection. By doing so, the researcher has been able to gain a deep understanding of the
research issue. The adoption of mixed strategy has aligned with the choice of using the
quantitative research method in this study.
According to Creswell and Creswell (2017), the research approach can be defined as the plan
and the procedures for the research that reflects the broad assumptions, pertaining to the details
of data collection, analysis, and interpretation methods. It is important for the researcher to
clearly determine which approach should be taken in the study. A study can be conducted using
either of the inductive or the deductive approach. In this study, the researcher has adopted the
deductive approach. The deductive approach means that the researcher relies on the theory, to
develop hypothesis or propositions and then develops a research framework for testing the
propositions. As stated by Collins (2010) the strength of the deductive approach lies in its
ability to ensure the researcher is independent of the issues being observed. This ensures both
the research and the researcher remain objective and the personal opinions and views of the
researcher do not enter the research. Furthermore, using the appropriate sample size ensures
the data collected and the interpretation drew can be applied to the population with the
deductive approach.

40

3.4 Research Philosophy
The research philosophy is about the way in which the data about the research issue has been
gathered, analysed and used. The research philosophy can be positivism, realism,
interpretivism, subjectivism, pragmatism, among others (Ahmed, 2016). In this study,
considering the research of a deductive approach, the researcher has adopted the positivism
philosophy. According to Mikkelsen (2005), positivism is an epistemological position that
advocates the application of natural science methods to examine the social reality. Positivist
philosophy is based on the assumptions that there are patterns and regularities, cause and effect
in the world. According to Li (2016), in the positivist philosophy, the researcher is undertaken
in a value-free manner, wherein the researcher is independent of the data, research and maintain
the objective stance, which is aligned with the methods adopted in this study. Furthermore, it
was noted that the positivism philosophy required the researcher to take a highly structured
approach wherein by use of the large samples and measurement, quantitative and qualitative
data is collected.
3.5 Sampling
As stated by Smith (2010), the process of sampling begins by deciding the target population in
the study and by selecting a targeted set of people who will be studied in the study. Awe (2012)
defines the sampling in the research has the process of selecting the desired unit as in the people
or elements from the target population or the population of interest with the intent to study the
sample in manner that the outcomes can be generalised back to the population, from which the
sample was chosen. It has been further argued that a sample is anything less than a survey of
the total population (Awe, 2012). The weaknesses of the sampling process lie in its ability to
be ensure whether the selected sample is truly a representative sample of the interested
population. In addition, there is no assurance that the sample chosen will have the required
background information on the issue being examined. However, sampling helps the researcher
is saving time and the level of data accuracy is very high.
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3.5.1 Sample, population and Sample Size
Dattalo (2008) says the sample is the element or the unit of the interested population. Therefore,
the population can be defined as the aggregate of the elements. In this context, the sample can
be defined as the subset of the population elements that result from the sampling method.
Ideally, the sample should be representative of the target population. In this study, the interested
population is the companies members (CEO and managers) from the Indian textile companies.
It has been noted that determining the sample size in the study is an important yet a difficult
step in the research. Sullivan (2008) added that in the majority of the studies, the target
population is so large that it is not practically feasible to study the entire population. In this
scenario, selecting the sample from the population and making inferences from the samples is
more feasible. While there are different techniques that can be used for sampling, it is important
for the researcher to ensure that the sample is the representation of the target population. So,
by definition, it can be asserted that the number of individuals in the sample is always lesser
than the individuals in the population.
In this study, the chosen sample size is 300 respondents comprising of only the managers and
the CEO of the company. This is the inclusion criteria in the study as the researcher required
respondents who have general information about the demonetization and its impact on their
business in the textile industry.
3.5.2 Research Location
The research location in this study suggests the location based on which the study has been
conducted. In this study, since the researcher is examining the impact of the demonetization on
the Indian textile industry, the research location is India.
3.5.3 Sampling method
For the researcher to choose appropriate sample population for the study, the researcher is
required to choose appropriate sampling method. The sampling in the study can be carried out
using either of the probability sampling method or the non-probability sampling method.
According to Suresh (2014), the non-probability sampling is the sampling method wherein the
samples are chosen in the process wherein not all the individuals from the population get the
equal chance to be selected as part of the sample. On the contrary, in the probability sampling,
each member of the population has an equal chance of being selected in the sample (Boone.,
2014).
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In this study, since the researcher has included the inclusion criteria for the participants, the
non-probability sampling method has been adopted. The researcher has chosen to adopt the
non-probability sampling method, as contrary to the probability sampling, it is not a method
based on the random selection. The sample elements are either selected based on the judgment
of the researcher or based on the accessibility. In this study, the researcher has used the
purposive sampling method. It is subtype of non-probability sampling method wherein the
researcher primarily relies on the judgment to choose the sample. The primary purpose of the
sampling method is not to generate a sample that can represent the large target population, but
it is primarily about choosing the sample which is satisfying any specific characteristics of the
population (Stommel and Wills, 2004).
3.6 Data collection
The data collection is the process of collecting and measuring the information on the defined
variables in a systematic manner, thereby enabling provision for finding solutions to the
research questions (Saha and Agarwal, 2018). Musenge (2014) says that the data collection
process involves both desk work and field work for collecting the necessary data required for
the study. While the desk work required utilising the internet for the majority of the work, the
field work requires the researcher to interact with the people to get their respective on the
research issue. Payne (2005) has rightly highlighted that for a research to be considered
successful, it needs to have the use of the secondary data for reflecting the focus on
understanding the topic and the primary data that links with the specific area. In this study, the
researcher has collected data in the form of primary data and the secondary data. These have
been discussed in detail in the subsequent sections.
3.6.1 Primary data collection
The primary data collection required collection of the primary data. The primary data is the
original data or information collected first hand by the researcher (Payne, 2005). The primary
data is the data that is collected for a specific purpose by means of contact with the source of
information (Gillespie and Hennessey, 2016). It has been noted that since the data is collected
for the purpose of realising the research objectives, the researcher has complete control over
what the data intends to measure. Considering the strengths of the primary data, it has been
highlighted that the collected data is highly reliable, up to date and taken directly from the
population of interest.
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In this study, the primary data has been collected via the survey method. Survey method is
among the most preferred means of data collection in the research. If the sample size is
appropriate, the survey provides a higher degree of representation of the data. Due to the large
number of elements involved in the sample, their perspective allowed to learn effectively about
the target population. Furthermore, it was a cost-effective method of data collection, since the
researcher was able to use the Google form as the tool for collecting the required data. This
suggests that survey was also a convenient means of collecting the data in the study. Since the
statistical methods can be applied for examining the research variables, the survey offers higher
statistical significance. However, one of the most prominent weaknesses of the survey is the
potential of respondents not responding to all the questions, or the questions being unclear and
worse, the lack of required responses received from the sample. However, the researcher has
been able to overcome this weakness by ensuring higher sample data is collected for the sample
size in the study.
3.6.2 Secondary data Collection
The secondary data is the existing data that has already been collected for some other purpose
other than the research at hand (Gillespie and Hennessey, 2016). To begin with, the secondary
data is highly economical and helps in saving both time and cost for the researcher. However,
it has been argued that secondary sources of data are often offering limited use, in terms of
compounding errors arising from how and why the data was originally collected. In addition,
the relevance of the data is questionable as not all the secondary data can be relevant to the
research questions. While collecting the secondary data is cost-effective in comparison to the
primary data, often some of the report or data source require amount for gaining access. In
addition, there is higher scope for biases in the secondary data depending on the reasons for
the data to be originally collected. However, the strength of the secondary data lies in the fact
that it can be used for solving a research problem without the need for collecting the primary
data and thereby saving time, money and efforts (BPP Learning Media, 2012). In this study,
the secondary data has been collected from books, journals, newspaper articles, industry
reports, research articles, library and internet sources among others.
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3.7 Research instrument
Research instruments are defined as the methods or measurement tools that are specifically
designed to collect data on a specific topic from the research samples. As it has been identified
earlier, the source of the primary data collection in this study is the survey and for collecting
the required data from the survey, the researcher has relied on the questionnaire as the research
instrument. The Questionnaire is a type of research instrument that comprises of series of
questions and various prompts for the purpose of gathering information from the respondents.
Often the questionnaires are designed to facilitate statistical analysis of the responses, it is not
the case in this study. In this study, the researcher has framed close-ended questions yet
provided the provision for the respondents to express an additional opinion if they wish to. This
would enable the researcher to gather quantitative and qualitative data from the questionnaire.
The research questionnaire comprises of 6 sections. The first section focused on collecting on
the demographic information of the respondents. The following five sections individually focus
on the independent variables identified in the study.
3.8 Data Analysis Tools
In this section, the researcher has devised the statistical measurement that has been utilised for
analysing the collected data. To begin with, the researcher developed the questionnaire based
on five-point Likert Scale ranging from Strongly Agree to Strongly Agree. Liker Scale is
scaling procedure that allows the respondents to express their opinion on a scale starting from
low negative to high positive responses. This has helped the researcher to examine the strength
of the responses received from the respondents (Naidu, 2003). The data collected from the
respondents have been examined and analysed using the IBM SPSS software version 20.0. The
SPSS software has allowed the researcher to utilise a range of tests to examine the relation
between the dependent and the independent variables. The demographic data of the respondents
has been presented in the form of tables and charts. For deeper analysis, the researcher has
relied on cross-tabulation, regression analysis, correlation analysis and Chi-square test.
Cross-tabulation- This has been primarily utilised to cross-examine the opinion of the
category of the respondents against the responses and to determine the differences in the
opinion of the two inclusion categories in the survey.
Regression analysis- This is another form of test that can be effectively utilised for examining
the relationship between two or more variables. This technique allows us to examine the
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accuracy of the relation between the dependent and the independent variables. Using the
multiple regression, we can examine the impact of the independent variables on the dependent
variables (Allen, 2007).
Correlation analysis- Using this test, the researcher has attempted to examine the degree of
correlation between the identified variables in the study. The values range from -1 to +1 and
reflects the strength of the relation between the two variables.
Chi-Square Test- The chi-square test is used when the respondents have expressed their
opinion in two categories. The test compares the opinions falling in the two categories. The
chi- square test involving verifying the Pearson Chi-square value against the significant level
of equal or less than 0.05. If the significant value is equal or less than 0.05 then it is concluded
that there is a significant relationship between the two variables. The researcher has used this
test for examining the relationship between the dependent and each of the independent
variables (Foster, 2001).
3.9 Variables in the research
Based on the study of the literature and the research objectives, the following variables have
been identified in the study:
Dependent Variable

Independent Variables

Demand

Cash flow
Demonetization
Productivity

Digitisation
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3.10 Research Framework

Demonetization

Demand in the textile industry

Cash flow in the textile industry

Productivity in the Textile industry

Digitisation in the Textile industry

3.11 Limitations of the research
Since this study has been conducted based on the data collected from the sample population,
any presumed limitations of the sample population will be attached to the study as well. In this
study, the researcher has attempted to collect secondary data from wide range of sources, yet
there is significant lack of academic research examining the impact of the demonetization in
the Indian textile industry.
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The researcher has relied on the theoretical data for gaining the conceptual understanding of
the research issue however, the validity and reliability of the secondary data are linked with the
sources of the data and there is scope for the data for being outdated or vague.
While the study examined one of the most talked about decisions of the Indian government and
their claims of demonetization building the textile industry, the study ash been examined from
the perspective of the people working the industry and whereby the outcomes of the study can
be biased yet utilised for gaining a deeper understanding of actual impact of the demonetization
on the industry.
In this study, the researcher has selected the sample size as 300, and even though the sample
size is large for the data collection, the researcher cannot ascertain its representativeness to the
population.

3.12 Ethics
Since the study involves the collection of data from the primary sources, the researcher has
ensured to take informed consent from the research participants to express their voluntary
participation in the survey.
Complete anonymity has been maintained to avoid any ethical concerns. The participants have
been informed about their right to participation and the right to withdraw from the survey at
any given time. The researcher has maintained complete honest and none of the data included
in this has been fabricated or misinterpreted for achieving the research objectives.
The researcher has ensured to cite and reference all the sources of the data to give the due credit
to the sources of the information. The collected data has been stored in the researcher’s laptop
in a password protected file, which will be destroyed once the research has been graded.
Through this study, the researcher aims to examine the impact of the demonetization and does
not intend to raise questions over the decision of the Indian government of the reputation of the
Indian textile industry. The aim is to examine how the Indian textile industry got impacted by
the demonetization.

3.13 Summary of the chapter
In this chapter, the researcher has discussed the methods and techniques that were adopted for
collecting the data and achieving the research objectives. The data in this research was
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collected from secondary sources as well as through the survey of the managers and the CEO
of the companies operating in the Indian textile industry. The data has been collected from 200
samples through structured survey aimed at generating quantitative and qualitative data. The
data has been analysed using the IBM SPSS software through a various test. In the chapter, the
researcher has provided the conceptual framework which highlights the variables as identified
in the study. The researcher has concluded the chapter by discussing the limitation of the
research method and the ethical considerations that have been followed by the researcher in the
study. In the next chapter, the researcher has carried out the analysis of the data from the
primary sources in a detailed manner.
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Chapter 4 Data presentation and interpretation
4.0 Introduction
In this chapter, the researcher has carried out the analysis, presentation, and interpretation of
the data collected via a questionnaire survey. The inclusion criteria in the study was the
respondents have been either managers or the CEO or the owners of the company and have
been operating before and after the phase of the demonetization of 8th November 2016. The
data in the study were required to collect from 300 primary respondents chosen from the Indian
textile industry. However, based on the responses received from the respondents, it has been
determined that 14% of the respondents did not give consent to participate in the study. 19%
of the respondents contributed to partially filled responses that cannot be utilised for data
analysis. Therefore, in the study, the researcher has analysed the complete data received from
200 respondents. The researcher has, therefore, received 67% response rate for the survey.

4.1 Demographic Profile Presentation
In this section, the researcher has presented the data pertaining to the demographic profile of
the respondents.
How long have been working in the textile industry?
Frequency

Valid

Percent

1-5 years

22

11.0

10-15 years

82

41.0

5-10 years

42

21.0

More than 15 years

54

27.0

200

100.0

Total
Table 1 How long have been working in the textile industry?
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Figure 1 How long have been working in the textile industry?

In the Table 1, the researcher has presented the findings indicating the duration of the time the
respondents have been with the textile industry. The responses suggest that 41% of the
respondents have been in the textile industry for about 10-15 years. 27% of the respondents
have been in the industry for more than 15 years. 21% of the respondents have been with the
industry for 5-10 years and the remaining 11% of the respondents have been with the industry
for about 1-5 years.
What is your profile in the industry?
Frequency

Valid

Percent

Manufacturer

55

27.5

Retailer

46

23.0

Trader

51

25.5

Wholesaler

48

24.0

200

100.0

Total
Table 2 What is your profile in the industry?
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Figure 2 What is your profile in the industry?

The data presented in table 2 and Figure 2 indicates the profile of the respondents. Since the
researcher wanted to examine the research issue from the perspective of most of the profiles
operating in the industry. It can be observed that 27.5% of the respondents are manufacturers,
25% of the respondents are wholesalers, 24% of the respondents are traders and the remaining
23% of the respondents are retailers. It can be observed that the profile distribution in the
sample has been statistically similar.
What is the size of the industry/sector you are operating under
Frequency

Valid

Percent

Large Scale

55

27.5

Medium Scale

51

25.5

Small Scale

94

47.0

200

100.0

Total

Table 3 What is the size of the industry/sector you are operating under
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Figure 3 What is the size of the industry/sector you are operating under

Based on the findings presented in the table 3, it can be asserted that 47% of the respondents
have businesses operating under the small-scale industries and have employees below 100.
25.5% of the respondents have the business under the medium scale and have employees
between 100-500 and the remaining 27.5% of the respondents have the businesses listed under
the large-scale industries having more than 500 employees.

What is your job position in your company?
Frequency
CEO
Valid

Manager
Total

Percent
103

51.5

97

48.5

200

100.0

Table 4 What is your job position in your company?
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Figure 4 What is your job position in your company?

Through the findings presented in table 4, the researcher intended to determine the job profile
of the respondents based on the inclusion criteria. Based on the findings it has been determined
that 51.5% of the respondents were CEO/owners of the company and the remaining 48.5% of
the respondents were the managers in their company.
4.2 To determine the impact of demonetization on the demand in the Indian Textile
industry
In this section, the researcher has carried out the presentation and interpretation of the data
collected pertaining to the impact of the demonetization on the demand in the Indian textile
industry.

What is your opinion about the demand in the textile industry since demonetization?
Frequency
Decreased
Valid

Stable
Total

Percent
123

61.5

77

38.5

200

100.0

Table 5 What is your opinion about the demand in the textile industry since demonetization?
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Figure 5 What is your opinion about the demand in the textile industry since demonetization?

Based on the findings presented in figure 5 concerning the demand in the textile in the industry
since demonetization, it has been determined that 61.5% of the respondents stated that the there
was a decrease in the demand whereas the remaining 38.5% of the respondents indicated that
the demand was stable.
If decreased, what is the significant reasons for the drop in the demand?
Frequency

Percent

Valid Percent

Cumulative
Percent

1

77

38.5

38.5

38.5

Demonetization

37

18.5

18.5

57.0

60

30.0

30.0

87.0

26

13.0

13.0

100.0

200

100.0

100.0

Reduced demand from
Valid

customers
Reduced disposable cash
Total

Table 6 If decreased, what is the significant reasons for the drop in the demand?
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Figure 6 If decreased, what is the significant reasons for the drop in the demand?

The findings presented in the Figure 6 is the continuation of the data presented in the Figure 6
wherein the respondents were asked about the demand in the textile industry. Based on this
finding it has been determined 30.0 % of the respondents indicated that the demand was
affected due to reduced demand from the customers. 18.5% of the respondents indicated that it
was due to the demonetization. 13% of the respondents stated that the demand in the industry
dropped because of the reduced disposable cash.

If decreased, what is the significant reasons for the drop in the
demand?
1

Demonetization

Count
What is your opinion about

Decreased

Count

Reduced

Reduced

demand from

disposable

customers

cash

Count

Count

0

37

60

26

77

0

0

0

the demand in the textile
industry since

Stable

demonetization?
Table 7Demand in the textile industry Vs Reasons for drop in demand
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In the table 7, the researcher has presented the findings concerning the opinion of the
respondents concerning the demand in the textile industry and the reasons for the drop in the
demand. Out of the total 200 respondents, 39% stated that the demand was stable. 19% of the
respondents gave the reason of demonetization for fall in the demand.
Do you agree that the unorganised segment in the textile industry has got severely impacted by the Demonetization?

Frequency
Agree
Valid

Percent
91

45.5

Strongly Agree

109

54.5

Total

200

100.0

Table 8 Do you agree that the unorganised segment in the textile industry has got severely impacted by the Demonetization?

Figure 7 Do you agree that the unorganised segment in the textile industry has got severely impacted by the
Demonetization?

In the Table 7, the researcher has presented the findings concerning the opinion of the
respondents on the impact of the demonetization on the unorganised segment of the Indian
textile industry. Based on the findings it has been determined that 54.5% of the respondents
strongly agreed that the unorganised segment was severely impacted by the demonetization.
This opinion was supported by the remaining 45.5% of the respondents as well.
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Demonetization has had a greater impact on dealers operating in the domestic market compared to dealers
operating in the international market. Do you agree?
Frequency
Agree
Valid

Percent
88

44.0

Strongly Agree

112

56.0

Total

200

100.0

Table 9 Demonetization has had a greater impact on dealers operating in the domestic market compared to dealers
operating in the international market.

Figure 8 Demonetization has had a greater impact on dealers operating in the domestic market compared to dealers
operating in the international market.

In the Table 9, the presented the findings concerning the opinion of the respondents on the
impact of the demonetization on the dealers operating in the domestic market compared to
dealers operating in the international market. Based on the findings it has been determined that
56% of the respondents strongly agree that the dealers in the domestic market were more
impacted than the dealers associated with the international market. The remaining 44% of the
respondents have agreed with these opinions as well.
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In the recent time, do you agree that demonetization has significantly reduced the demand and supply in the
industry.
Frequency
Agree
Valid

Strongly Agree
Total

Percent

110

55.0

90

45.0

200

100.0

Table 10 In the recent time, do you agree that demonetization has significantly reduced the demand and supply in the
industry.

Figure 9 In the recent time, do you agree that demonetization has significantly reduced the demand and supply in the
industry.

In the Figure 9, the researcher has presented the opinion of the respondents concerning the
impact of the demonetization on reducing the demand and supply in the textile industry. 45%
of the respondents have strongly agreed with the statement and the remaining 55% of the
respondents have agreed with the statement as well.
Do you feel that the demand has been affected primarily due to the industry carrying out cash-based transaction?

Frequency
Agree
Valid

Percent
98

49.0

Strongly Agree

102

51.0

Total

200

100.0
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Table 11 Do you feel that the demand has been affected primarily due to the industry carrying out cash-based transaction?

Figure 10 Do you feel that the demand has been affected primarily due to the industry carrying out cash-based transaction?

In the table 11, the researcher has presented the opinion of the respondents concerning the
impact of the cash-based transactions on the demand in the textile industry. The findings
suggest that 51% of the respondents have strongly agreed with the statement and the remaining
49% of the respondents have agreed with the testament as well.
Despite the negative impact, do you agree that demonetization will promote compliance of law especially by the
unorganised segment of the industry.
Frequency
Agree
Valid

Percent
59

29.5

Strongly Agree

141

70.5

Total

200

100.0

Table 12 Despite the negative impact, do you agree that demonetization will promote compliance of law especially by the
unorganised segment of the industry.
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Figure 11 Despite the negative impact, do you agree that demonetization will promote compliance of law especially by the
unorganised segment of the industry.

In this table 12, the researcher has presented the findings indicated whether the respondents
agree that despite the obvious negative impact, demonetization will promote compliance of
law especially by the unorganised segment of the industry. 70.5% of the respondents have
strongly agreed with the statement and the remaining 29.5% of the respondents have agreed
with the statement as well.

4.3 To determine the impact of demonetization on the productivity in the Indian Textile
industry
In this section, the researcher has presented the findings concerning the impact of the
demonetization on the productivity in the Indian textile industry.

Demonetization has reduced the currency circulation in the market to significant
level. Do you agree?
Frequency

Percent

Valid Percent

Cumulative
Percent

Valid

Strongly Agree

200

100.0

100.0

100.0

Table 13 Demonetization has reduced the currency circulation in the market to significant level. Do you agree?
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Figure 12 Demonetization has reduced the currency circulation in the market to significant level. Do you agree?

As per the data presented in the table 13, it has been determined that all the respondents strongly
agreed that the demonetization did reduce the currency circulation in the market to a large
extent.
In your opinion did the demonetization led to inventory accumulation and
decreasing demand for the apparels?
Frequency

Percent

Valid Percent

Cumulative
Percent

Agree
Valid

74

37.0

37.0

37.0

Strongly Agree

126

63.0

63.0

100.0

Total

200

100.0

100.0

Table 14 In your opinion did the demonetization led to inventory accumulation and decreasing demand for the apparels?
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Figure 13 In your opinion did the demonetization led to inventory accumulation and decreasing demand for the apparels?

In the table 14, the researcher has presented the opinion of the respondents concerning the role
of the demonetization leading to the inventory accumulation and decreasing demand for the
apparels. It has been determined that 63% of the respondents have strongly agreed with the
statement and the remaining 37% of the respondents have agreed as well.

Have you observed that the demonetization had a significant impact on the
disposable income of the people?
Frequency

Percent

Valid Percent

Cumulative
Percent

Valid

Strongly Agree

200

100.0

100.0

100.0

Table 15 Have you observed that the demonetization had a significant impact on the disposable income of the people?

Figure 14 Have you observed that the demonetization had a significant impact on the disposable income of the people?

Based on the findings presented in the Table 15 it has been determined that all the respondents
strongly agree that the demonetization did have a significant impact on the disposable income
of the people.
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Is it your opinion that reduced cash flow in the economy lead to the closure of many
businesses in the textile industry?
Frequency

Percent

Valid Percent

Cumulative
Percent

Valid

Agree

71

35.5

35.5

35.5

Disagree

97

48.5

48.5

84.0

Strongly Agree

32

16.0

16.0

100.0

200

100.0

100.0

Total

Table 16 Is it your opinion that reduced cash flow in the economy lead to the closure of many businesses in the textile
industry?

Figure 15 Is it your opinion that reduced cash flow in the economy lead to the closure of many businesses in the textile
industry?

Based on the findings presented in the Table 16, it can be asserted that 35.5% of the respondents
have agreed that reduced cash flow in the market lead to the closure of many businesses in the
textile industry. This opinion has been supported by the remaining 16% of the respondents as
well. However, it can be noted that 48.5% of the respondents have disagreed with the statement.
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4.4 To determine the impact of demonetization on the cash flow in the Indian Textile
industry
In this section, the researcher has presented and interpreted the findings concerning the impact
of the demonetization on the cash flow in the Indian Textile industry.

Do you agree that the decrease in the demand of the sales of the products
has negatively impacted the productivity in the textile industry?
Frequency

Percent

Valid Percent

Cumulative
Percent

Agree
Valid

86

43.0

43.0

43.0

Disagree

114

57.0

57.0

100.0

Total

200

100.0

100.0

Table 17 Do you agree that the decrease in the demand of the sales of the products has negatively impacted the productivity
in the textile industry?

Figure 16 Do you agree that the decrease in the demand of the sales of the products has negatively impacted the productivity
in the textile industry?

In the Table 17 and Figure 16, the researcher has presented the opinion of the respondents
indicating whether the decrease in the demand of the sales of the products has negatively
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impacted the productivity in the textile industry. It has been determined that 43% of the
respondents have agreed with the statement, however, 57% of the remaining respondents have
disagreed with the statement. The researcher can assume that the respondents disagreeing with
the statement might be into both imports and exports wherein despite the decrease in the
demand in the domestic market has not impacted the productivity of the industry relying on the
exports.
Increased inventory due to lack of demand has affected the overall the production
in the textile industry. Do you agree?
Frequency

Percent

Valid Percent

Cumulative
Percent

Valid

Agree

65

32.5

32.5

32.5

Disagree

77

38.5

38.5

71.0

Strongly Agree

58

29.0

29.0

100.0

200

100.0

100.0

Total

Table 18 Increased inventory due to lack of demand has affected the overall the production in the textile industry. Do you
agree?

Figure 17 Increased inventory due to lack of demand has affected the overall the production in the textile industry. Do you
agree?
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In the table 18, the researcher has presented the findings indicating whether the increased
inventory due to the lack of demand has affected the overall the production in the textile
industry. Based on the responses it has been determined that while 38.5% have disagreed with
the statement, 32.5% of the respondents have agreed with the statement. 29% of the have
strongly agreed with the statement.

Do you agree that the demonetization has affected the value chain (starting from
the farmers to the manufacturer) in the textile industry?
Frequency

Percent

Valid Percent

Cumulative
Percent

Valid

Strongly Agree

200

100.0

100.0

100.0

Table 19 Do you agree that the demonetization has affected the value chain (starting from the farmers to the manufacturer)
in the textile industry?

Figure 18 Do you agree that the demonetization has affected the value chain (starting from the farmers to the manufacturer)
in the textile industry?

In the table 19 and Figure 18, the researcher has presented the findings concerning the role
and impact of the demonetization on the value chain of the textile industry. Based on the
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findings it has been determined that all the respondents have strongly agreed with the
statement.
The companies failing to compensate the workers due to lack of cash and cash
withdrawal constraints, saw decreased productivity. Do you agree?
Frequency

Percent

Valid Percent

Cumulative
Percent

Agree
Valid

Strongly Agree
Total

118

59.0

59.0

59.0

82

41.0

41.0

100.0

200

100.0

100.0

Table 20 The companies failing to compensate the workers due to lack of cash and cash withdrawal constraints, saw
decreased productivity. Do you agree?

Figure 19 The companies failing to compensate the workers due to lack of cash and cash withdrawal constraints, saw
decreased productivity. Do you agree?

In the table 20, the researcher has presented the findings derived from the opinion of the
respondents indicating the failure of the companies in compensating the workers due to lack of
cash and cash withdrawal constraints leasing to decreased productivity. Based on the findings
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it has been determined that while 41% of the respondents have strongly agreed with the
statement, the remaining 59% of the respondents have agreed as well.
4.5 To determine the impact of demonetization on the digitisation in the Indian Textile
industry
In this section, the researcher has carried out the representation and interpretation of the data
concerning the impact of the demonetization on the digitisation in the Indian textile industry.

Do you agree that the demonetization aims at promoting digitization in the
country?
Frequency

Percent

Valid Percent

Cumulative
Percent

Agree
Valid

97

48.5

48.5

48.5

Disagree

103

51.5

51.5

100.0

Total

200

100.0

100.0

Table 21 Do you agree that the demonetization aims at promoting digitization in the country?

Figure 20 Do you agree that the demonetization aims at promoting digitization in the country?
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In the Table 21 and Figure 20, the researcher has presented the data concerning the aim of the
demonetization at promoting the digitization in the country. Based on the responses, it has been
determined that while 48.5% of the respondents agree with the statement, the remaining 51.5%
of the respondents have disagreed with the statement.
Demonetization promotes economic reform by highlighting use of digital payment
and reduced corruption. Do you agree?
Frequency

Percent

Valid Percent

Cumulative
Percent

Agree
Valid

Strongly Agree
Total

122

61.0

61.0

61.0

78

39.0

39.0

100.0

200

100.0

100.0

Table 22 Demonetization promotes economic reform by highlighting use of digital payment and reduced corruption. Do you
agree?

Figure 21 Demonetization promotes economic reform by highlighting use of digital payment and reduced corruption. Do
you agree?

In the table 22, the researcher has presented the findings indicating the opinion of the
respondents in the role of the demonetization in promoting economic reform by highlighting
use of digital payment and reduced corruption. It can be observed that 39% of the respondents
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have strongly agreed with the statement whereas the remaining 61% of the respondents have
agreed as well.

Do you agree that the demonetization has promoted use of digital payment
system in the country?
Frequency

Percent

Valid Percent

Cumulative
Percent

Agree
Valid

97

48.5

48.5

48.5

Strongly Agree

103

51.5

51.5

100.0

Total

200

100.0

100.0

Table 23 Do you agree that the demonetization has promoted use of digital payment system in the country?

Figure 22 Do you agree that the demonetization has promoted use of digital payment system in the country?

In the table 23, the researcher has presented the findings concerning the role of the
demonetization promoting the digital payment systems in the country. Based on the responses
it has been determined that 51.5% of the respondents have strongly agreed with the statement
whereas the remaining 48.5% of the respondents have agreed as well.
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4.6 Chi Square analysis
4.6.1 Demand and Cash flow
Chi-Square Tests
Value
Pearson Chi-Square

df

Asymp. Sig. (2-sided)

172.296a

18

.000

218.696

18

.000

34.270

1

.000

Likelihood Ratio
Linear-by-Linear Association
N of Valid Cases

200

a. 8 cells (28.6%) have expected count less than 5. The minimum expected count is .80.

Symmetric Measures
Value

Approx. Sig.

Phi

.928

.000

Cramer's V

.536

.000

Nominal by Nominal
N of Valid Cases

200

a. Not assuming the null hypothesis.
b. Using the asymptotic standard error assuming the null hypothesis.

Table 24 Chi Square- Demand and Cash flow

In the table 25, the researcher has carried out the chi square test between the demand and cash
flow. The Pearson Chi-Square value for the responses of the two variables was received at
0.000, which is below the P values of 0.05, indicating a statistical significant output. The Phi
value in the second table is at 0.928 suggesting a strong positive correlation between the
demand and the cash flow.
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4.6.2 Demand and Productivity
Chi-Square Tests
Value
Pearson Chi-Square
Likelihood Ratio
Linear-by-Linear Association
N of Valid Cases

df

Asymp. Sig. (2-sided)

171.617a

18

.000

188.881

18

.000

6.603

1

.010

200

a. 11 cells (39.3%) have expected count less than 5. The minimum expected count is .22.

Symmetric Measures
Value

Approx. Sig.

Phi

.926

.000

Cramer's V

.535

.000

Nominal by Nominal
N of Valid Cases

200

a. Not assuming the null hypothesis.
b. Using the asymptotic standard error assuming the null hypothesis.

Table 25 Chi Square- Demand and Productivity

In the table 25, the researcher has carried out the chi square test between the demand and
productivity. The Pearson Chi-Square value for the responses of the two variables was received
at 0.000, which is below the P values of 0.05, indicating a statistical significant output. The Phi
value in the second table is at 0.926 suggesting a strong positive correlation between the
demand and the productivity.

4.6.3 Cash Flow and productivity
Chi-Square Tests
Value
Pearson Chi-Square
Likelihood Ratio
Linear-by-Linear Association
N of Valid Cases

df

Asymp. Sig. (2-sided)

84.139a

9

.000

90.619

9

.000

2.555

1

.110

200

a. 4 cells (25.0%) have expected count less than 5. The minimum expected count is 1.44.
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Symmetric Measures
Value

Approx. Sig.

Phi

.649

.000

Cramer's V

.374

.000

Nominal by Nominal
N of Valid Cases

200

a. Not assuming the null hypothesis.
b. Using the asymptotic standard error assuming the null hypothesis.

Table 26 Chi Square- Cash Flow and productivity

In the table 26, the researcher has carried out the chi square test between the cash flow and
productivity. The Pearson Chi-Square value for the responses of the two variables was received
at 0.000, which is below the P values of 0.05, indicating a statistical significant output. The Phi
value in the second table is at 0.649 suggesting a medium positive correlation between the cash
flow and the digitisation.
4.6.4 Cash Flow and Digitisation
Chi-Square Tests
Value

df

Asymp. Sig. (2-sided)

173.316a

9

.000

Likelihood Ratio

213.954

9

.000

Linear-by-Linear Association

100.798

1

.000

Pearson Chi-Square

N of Valid Cases

200

a. 1 cells (6.2%) have expected count less than 5. The minimum expected count is 4.96.

Symmetric Measures
Value

Approx. Sig.

Phi

.931

.000

Cramer's V

.537

.000

Nominal by Nominal
N of Valid Cases

200

a. Not assuming the null hypothesis.
b. Using the asymptotic standard error assuming the null hypothesis.

Table 27 Chi Square- Cash flow and digitisation
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In the table 27, the researcher has carried out the chi square test between the cash flow and
digitisation. The Pearson Chi-Square value for the responses of the two variables was received
at 0.000, which is below the P values of 0.05, indicating a statistical significant output. The Phi
value in the second table is at 0.931 suggesting a strong positive correlation between the cash
flow and the digitisation.
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Chapter 5 Discussion
5.0 Introduction
In this chapter, the researcher has carried out the discussion by focusing on the findings of the
survey conducted among the managers and the CEO of the companies operating in the Indian
Textile industry by cross-examining the same with the literature review. The aim of this chapter
is to examine, how the theories are supporting the primary findings and vice versa. The
discussion has been carried out under each research objective.
5.1 Discussion based on research objectives
5.1.1 To determine the impact of demonetization on the demand in the Indian Textile
industry
The findings of the data suggest that there have been overall mixed reactions pertaining to the
impact of the demonetization considering the demand in the textile industry. It can be assumed
that the companies with stronger financial backing have been not greatly impacted in terms of
demands in comparison to the smaller companies, whose observed drop in the demands. This
has been primarily reported in the case of the unorganised segment in the textile industry. A
similar finding was suggested by Mohapatra (2016) who attempted to compare the impact of
the demonetization on the organised and unorganised segments. The findings suggested that
the demand in the textile industry was majorly impacted due to demonetization and the
reduction in the demand from the customers, induced by the demonetization. This finding
supports the argument put across by Yadav and Singh (2017) concerning the impact of the
reduced demands affected the textile industry at all the levels. Another reason was found to be
the reduced disposable cash due to the ongoing cash crunch in the market for companies as
well as for the customers. The findings have also linked the reduction in the demand in the
unorganised sector with the dealers operating in the domestic and international markets. The
findings highlighted that demonetization had a greater impact on dealers operating in the
domestic market compared to dealers operating in the international market as the demand
dropped only in the domestic market. The argument is in line with the vie of Sagar (2016),
Gulati (2018) and Mohapatra (2016). Another important point raised in the findings was
concerning the excessive dependence on the cash-based transactions in the Indian textile
industry. The companies relying on these transactions were affected by the lack of supply of
the market. While the companies have realised the need to abide by the monetary regulations,
it can be concluded that any reduction or lack in the supply of the money in the market, also
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impacts the demands from the customers and demand/sales of the products from the textile
industry.
5.1.2 To determine the impact of demonetization on the productivity in the Indian
Textile industry
and
5.1.3 To determine the impact of demonetization on the cash flow in the Indian Textile
industry
The findings concerning the demand of the product did establish that there was extremely
reduced currency circulation in the market. A Similar argument was put across by Mohapatra
(2016). With the lack of disposable currency and reduced demand for products from the textile
companies, there were forced inventory accumulation. Not only the cash crunch led to the
closure of small businesses, it hindered in the production capacity of the company as they were
unable to dispose of the current inventories. Similar concerns were raised and confirmed in the
article available on Bizvibe (2018). The findings concluded that decrease in the demand of the
sales of the products has negatively impacted the productivity in the textile industry. The
findings indicated that due to decreased demand for products and currency circulation lead to
inventory accumulation, which affected the production capacity of the textile companies. This
finding has been supported in the argument of Mohapatra (2016), who did establish a
connection between the cash flow and the productivity in the textile industry. It was noted that
not only the companies got impacted on the different scale due to the demonetization and
productivity, it affected the areas that are responsible for cash flow in the companies. The cash
flow in the industry was immensely impacted due to the impact of the demonetization on the
complete value chain starting from the farmers to the manufacturing companies. With the
decreased cash flow, the companies failed to compensate their workers, which affected the
productivity. This argument was also raised by Ghosal (2016). This finding supports the
argument in the literature focusing on the immediate impact of the demonetization on the
companies and their value chain intermediaries. Furthermore, the demonetization affected the
entire value chain and the people involved directly or indirectly in the process of production
5.1.4 To determine the impact of demonetization on the digitisation in the Indian Textile
industry
The findings pertaining to this objective did emphasis on the positive impact of the
demonetization in the textile industry. While the larger companies were already into digitized
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transactions, the unorganised segment was forced to adopt the digital payment gateways. This,
in turn, has led to a reduction in the potential corruption as all the transactions are recorded and
there is a minimal margin for any scams. This finding supports the arguments of researchers
like Neelam (2017) and Ahmad and Khan (2017), who stressed that while demonetization
might have paralysed the Indian economy and textile industry for a while, it has encouraged
people to go digital and help in creation of cashless economy which is all about accountability
and no corruptions. As suggested in the study, while demonetization might have made people
struggle for disposable cash and stand in the queues for a long time, it has led to the increased
utilisation of the digital payments.
5.2 Summary of the chapter
In this chapter, the researcher has discussed the findings of the data analysis, in accordance
with the literature review. While it can be observed that different issues have been raised in the
literature, the findings have been able to highlight and differentiate between the negative and
positive impact of the demonetization on the textile industry, its stakeholders, customers and
the Indian economy in general.
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Chapter 6 Conclusion and Recommendations
6.1 Conclusion to the study
This study was embarked with the aim to examine the impact of the demonetization on the
Indian textile industry from the perspective of demand, cash flow, productivity and digitization.
To begin with, demonetization has been defined as the withdrawal of the current currencies in
circulation and thereby making it legally ineffective for any form of transactions. In India, the
government of the India withdrawal of the value of the denomination of Rs 500 and Rs 1000
on 8th November 2016. This led to a massive uproar in the country considering the citizens and
the businesses operating in different sectors. While the government proposed intention was to
combat the rising corruption in the country and to promote the adoption of digital payment
system and moving towards a cashless economy. The study has highlighted that there was a
mixed reaction to the demonetization especially in the Indian textile sector involving both
organised and unorganised sector. While the organised segments were welcoming the move of
the government as it aimed at digitisation, the unorganised sector was against the decision as
their business was over-reliant on the cash-based transaction and with the higher value
denominations devalued, their businesses were negatively impacted. The demonetization
impacted the manner in which businesses were being carried out between the consumers,
retailers, wholesalers and the manufacturing companies in the textile industry. While the
organised sector was able to limit the negative impact of the demonetization, companies from
the unorganised segments were forced to close down the business.
Considering the demand in the industry, the study noted that with the demonetization, there
was a significant impact on the disposable income of the people, which led to the reduction in
the demand for the apparels. This reduction in demand primarily affected the companies
operating and focusing in the domestic market, as companies in the export were relying on their
export demands to manage the business. Consumers who rely on the low-end apparels
contributed to the lowering demand. The immediate fallout of the demonetization was slower
consumer spending leading to a slowdown in the demand for the apparel and other end products
of the textile industry. In terms of the cash flow in the industry, it was found that since the
textile industry is primarily cash transaction based, the reduction in the currency circulation
had a significant impact on the daily business transactions and the cash flow. With the slowed
down the demand and purchase of the products by the customers there was a significant impact
on the cash flow. Due to demonetization, the manufacturers were unable to purchase raw
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materials, pay their workers or build up stock for the future sales with affected the production
and productivity. With the lowering demand and reduced cash flow, the companies were having
increased accumulation of the inventory which affected their production capacity. The
demonetization affected the entire value chain and the people involved directly or indirectly in
the process of production. While the demonetization has a negative impact on the Indian textile
industry in terms of demand, cash flow and productivity, the industry saw a positive impact in
terms of digitisation and adoption of digital payment methods. The companies are abiding by
the new laws requiring employees to have bank accounts for getting paid. The study has
stressed that the demonetization needs to be considered as the right move towards the creation
of a cashless economy. It has been noted that a cashless economy will not only see lower
corruption levels but greater accountability and ability to overcome issues of lack of cash.
Overall, the study has concluded that the demonetization impacted the demand in the textile
industry by affecting the cash flow. Furthermore, cash flow not only impacted the demand and
productivity in a negative manner, it has a positive impact in the form of the adoption of
digitisation in the industry.
6.2 Recommendations
Based on the overall, findings and gaps identified, the following recommendations are put forth
for the textile company:
It is important for the textile companies to realise the intent of the government behind the
demonetization. Apart from corruption, digitisation is immensely beneficial to the companies
as all the transactions are online and through digital payment gateways. In future, any scope
for demonetization will not have a significant impact on the companies as well as consumers
as they are still able to make a purchase due to the use of digital gateways. One of the most
prominent digital payment in the country has emerged as Paytm.

Other digital payment methods include:
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This will promote digitisation as well as accountability among the consumers and companies
concerning the transactions that are carried out. The companies should encourage the customers
to utilise the digital payments methods over the cash transactions. By doing so, they are also
contributing towards the development of a cashless economy.
Since the Indian textile industry comprises both organised and unorganised segments, it is
recommended that the unorganised segments make amendments to their business approach to
move towards the organised segment. Furthermore, the companies need to involve into both
import and export activities. If the demonetization affects the imports and the cash flow, the
companies can compensate the same through their production capabilities. In addition, the
companies need to expand their association with different segments like the agricultural
industry focusing on the source of the raw materials. While FDI has drawn many international
companies to establish a business for the luxury clothes, the Indian textile industry can
associate with these companies to create a new avenue for the revenue generation.
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Chapter 7 Reflection
This reflection is about the study I have conducted with the aim to examine the impact of the
demonetization on the Indian textile industry. I chose to focus on the demonetization in India
as it has been a recent phenomenon garnering a lot of attention globally due to the negatives
rather than positives. This is an opportunity for me to accept that my academic journey has
been nothing short of endeavours towards learning and gaining experiences that were lifechanging. It has been a privilege for me to conduct a study on an issue that has been paralyzing
economies all around the world but lately one of the strongest economies in the world, India. I
have not only been able to learn different concepts and issues related to an economy but have
observed how different decisions of the government can limb the economy and stop its growth.
Now bringing my attention towards India, the country has seen spectacular growth in the GDP
and the global acceptance in terms of business and trade. With the FDI, there has been increased
in the growth potential for the companies as well as the international businesses have found the
country to be highly lucrative. While the country was rising high with its growth, the roadblock
was experienced in the form of demonetization. While the market experts and the government
proposed that the demonetization is aimed at combating the rising corruption in the country
and people evading taxes, for the greater good of the country, it was aimed at promoting a cashless economy.
Taking into consideration the benefits and usefulness of the overall learning experience of this
research, I would not shy away from accepting that my knowledge concerning the
demonetization minimal. Despite the concepts and theories associated with demonetization are
part of my academic course, I was not able to take a deeper look into the applicability of these
concepts and how the changes in one dimension can influence the others. However, I must
accept that when I started this research, the cause and effect relationship between the variables
associated with issues, the complexity of the relation between the variables was very intriguing
and thereby the issues were able to engross me into the research. I would take pride to accept
that the whole experience has been invaluable as it has not only strengthened my knowledge
on a phenomenon that has the potential to paralyse an economy including its people and
businesses. I strongly believe that this experience has enabled me to gain theoretical and
empirical knowledge on the demonetization, in addition to its benefits and limitations.
Honestly, I will accept that this research has been useful to the research in different aspects of
life. From the academic perspective, being a student, I feel that this study has helped to gain
knowledge and understanding about the impact of demonetization and how it impacts a person,
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business and country. Personally, I do agree that any changes made by the government,
concerning the monetary policy not only impacts the common people but the businesses as
well. Businesses rely on customers for their existence and customers rely on different business
to meet their daily requirements. When I chose to research on the issue, I was proposed to
examine the impact of demonetization on the citizens or the common people, but personally I
felt that this would lead to a study that has been conducted on the biased opinion of the common
people, who might have negative perceptions towards the action of the government to begin
with. This did not excite me enough, until my tutor proposed to examine the impact of the
demonetization on the textile industry. This subject was able to create a spark and excitement
for learning and exploring an issue less explored in India. Through this research, I have not
only been able to learn about the reasons that drive the government to take decisions about the
demonetization but also the potential merits and demerits of the demonetization. Through this
research I learned that for every action, there is an equal and opposite reaction, which is the
third law gravity by Newton. While the intent of the government behind the demonetization
was good, the government failed to communicate the message with the Indian citizens. I learnt
that communication is the key to solve majority of the problems. For instance, in this study,
had the government taken the proactive approach and educated the people to go digitalised
before suddenly demonetizing would have led people to welcome the decision of the
government. Through this study, I learnt that every action or decision has a positive and
negative impact and it is dependent on us how we manage the negative impacts and let the
positive outshine everything else. Though I have been able to complete this research, it would
be wrong for me to not to accept that the data collection was a challenge for me. However, this
research has also taught me that taking help from people is not a bad thing as it helps in learning
new aspects of life and in this case, the need for exploring the research issue.
Before commencing of this research, I rated myself 2 on a scale of 5 when it comes to the
degree of my knowledge on the demonetization and its impacts, in addition my ability to be
able to conduct an in-depth research on a complex issue. Post the completion of the research, I
would rate myself at 3.5 on the same scale considering the degree of knowledge I have gained
from the study and the overall experience of conducting the research. I would use this as a
wonderful learning experience to further enhance my knowledge on the research issue as well
as to build the confidence of being able to conduct a research on an issue in the future. Though
I have completed this research, I would like to explore and examine how the demonetization
has promoted the digitisation in the country and how businesses and people have accepted the
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move of the government towards the cashless economy. Overall, I would consider this as a
wonderful opportunity for enhancing my academic knowledge and experience. My academic
journey of the Masters has been nothing short of excitement, adventure, knowledge, research,
information sharing among others. I would dedicate my work to all my family members, peers,
tutors and my friends in India, who have helped me to be able to complete my research in an
efficient manner.
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Appendix 1
Questionnaire
Part A: Demographic/Respondent Profile

1 How long have been working in the textile industry?
 Less than 1 year

 1-5 years

 5-10 years

 10-15 years

 Wholesaler

 Traders

 More than 15 years
2. What is your profile in the industry?
 Manufacturer

 Retailer

 Others
3. What is the size of the industry/sector you are operating under (considering employeessmall=>100 employees, Medium= 100-500, Large= More than 500 employees)?
 Small scale

 Medium scale

 Large scale

4. What is your job position in your company?
 Manager

 CEO

 Owner

 Others

Part B: Demonetization and Demand in Textile Industry
5. What is your opinion about the demand in the textile industry since demonetization?
 Increased

 Decreased

 Stable

Please
provide
additional
comments
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6. If decreased, what is the significant reasons for the drop in the demand? (Can choose
multiple answers).
 Reduced demand from customers

 Laws and taxed on regulations

 Demonetization

 Business liquidity

 Reduced disposable cash
Please
provide
additional
comments

7. Do you agree that the unorganised segment in the textile industry has got severely
impacted by the Demonetization?
(Note: Unorganised segment indicates the organisation not being registered by the
government)
 Strongly Agree

 Agree

 Neither agree or disagree

 Disagree

 Strongly Disagree
Please
provide
additional
comments
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8. Demonetization has had a greater impact on dealers operating in the domestic market
compared to dealers operating in the international market. Do you agree?
 Strongly Agree

 Agree

 Neither agree or disagree

 Disagree

 Strongly Disagree
Please
provide
additional
comments

9. In the recent time, do you agree that demonetization has significantly reduced the demand
and supply in the industry.
 Strongly Agree

 Agree

 Neither agree or disagree

 Disagree

 Strongly Disagree
Please
provide
additional
comments

10. Do you feel that the demand has been affected primarily due to the industry carrying out
cash-based transaction?
 Strongly Agree

 Agree

 Neither agree or disagree

 Disagree

 Strongly Disagree
Please
provide
additional
comments
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11. Despite the negative impact, do you agree that demonetization will promote compliance
of law especially by the unorganised segment of the industry.
 Strongly Agree

 Agree

 Neither agree or disagree

 Disagree

 Strongly Disagree
Please
provide
additional
comments

Part C: Demonetization and Cash Flow
12. Demonetization has reduced the currency circulation in the market to significant level. Do
you agree?
 Strongly Agree

 Agree

 Neither agree or disagree

 Disagree

 Strongly Disagree
Please
provide
additional
comments

13. In your opinion did the demonetization led to inventory accumulation and decreasing
demand for the apparels?
 Strongly Agree

 Agree

 Neither agree or disagree

 Disagree

 Strongly Disagree
Please
provide
additional
comments
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14. Have you observed that the demonetization had a significant impact on the disposable
income of the people?
 Strongly Agree

 Agree

 Neither agree or disagree

 Disagree

 Strongly Disagree
Please
provide
additional
comments

15. Is it your opinion that reduced cash flow in the economy lead to the closure of many
businesses in the textile industry?
 Strongly Agree

 Agree

 Neither agree or disagree

 Disagree

 Strongly Disagree
Please
provide
additional
comments

Part D: Demonetization and Productivity
16. Do you agree that the decrease in the demand of the sales of the products has negatively
impacted the productivity in the textile industry?
 Strongly Agree

 Agree

 Neither agree or disagree

 Disagree

 Strongly Disagree
Please
provide
additional
comments
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17. Increased inventory due to lack of demand has affected the overall the production in the
textile industry. Do you agree?
 Strongly Agree

 Agree

 Neither agree or disagree

 Disagree

 Strongly Disagree
Please
provide
additional
comments

18. Do you agree that the demonetization has affected the value chain (starting from the
farmers to the manufacturer) in the textile industry?
 Strongly Agree

 Agree

 Neither agree or disagree

 Disagree

 Strongly Disagree
Please
provide
additional
comments

19. The companies failing to compensate the workers due to lack of cash and cash withdrawal
constraints, saw decreased productivity. Do you agree?
 Strongly Agree

 Agree

 Neither agree or disagree

 Disagree

 Strongly Disagree
Please
provide
additional
comments
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Part E: Demonetization and Digitalization
20. Do you agree that the demonetization aims at promoting digitization in the country?
 Strongly Agree

 Agree

 Neither agree or disagree

 Disagree

 Strongly Disagree
Please
provide
additional
comments

21. Demonetization promotes economic reform by highlighting use of digital payment and
reduced corruption. Do you agree?
 Strongly Agree

 Agree

 Neither agree or disagree

 Disagree

 Strongly Disagree
Please
provide
additional
comments

22. Do you agree that the demonetization has promoted use of digital payment system in the
country?
 Strongly Agree

 Agree

 Neither agree or disagree

 Disagree

 Strongly Disagree
Please
provide
additional
comments
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23. Have you got any additional comments on the impact demonetization has had on the
industry?
Please
provide
additional
comments
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Information Sheet for Participants
PROJECT TITLE

A study to examine the impact of the demonetization on the Indian Textile industry
You are being asked to take part in a research study on the recent demonetization in India. The
study aims at examining the impact of the demonetization on the Indian textile industry
considering the demand, cash flow, productivity and digitisation in the industry. I am
Mohammed Noorus Saqlain and Ms. Caitriona Sharkey is supervising my research at DBS. If
required by DBS, the research will be obtained, and the project has been approved by the
research ethics committee.
WHAT WILL HAPPEN

In this study, your will be asked to participate in the survey, which if focused on exploring of
the business operations in the Indian Textile industry. The study survey aims to examine the
extent of impact demonetization had on the demand in the industry, the cash flow of the
businesses, the productivity of the businesses and the degree of digitisation in the textile
industry.
TIME COMMITMENT

The study will take approximately 15-20 Minutes to complete.
PARTICIPANTS’ RIGHTS
You may decide to stop being a part of the research study at any time without explanation
required from you. You have the right to ask that any data you have supplied to that point be
withdrawn / destroyed.
You have the right to omit or refuse to answer or respond to any question that is asked of you.
You have the right to have your questions about the procedures answered (unless answering
these questions would interfere with the study’s outcome. A full de-briefing will be given after
the study). If you have any questions as a result of reading this information sheet, you should
ask the researcher before the study begins.
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CONFIDENTIALITY/ANONYMITY
The data I collect does not contain any personal information about you except your position in
the company. The data will be solely used for academic purpose and to examine the research
issue has indicated. The data will be used for examining the impact of the demonetization on
the Indian Textile industry from the perspective of individuals who are running businesses in
the industry. The data collected solely focuses on the demonetization and its impact and the no
personal information like number, email id or name will be collected. This attempt has been
made towards maintaining complete anonymity.
FOR FURTHER INFORMATION
I Mohammed Noorus Saqlain and my supervisor Ms. Caitriona Sharkey will be glad to answer
your questions about this study at any time. You may contact my supervisor at
Caitriona.sharkey@dbs.ie.
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Informed Consent Form

PROJECT TITLE: A STUDY TO EXAMINE THE IMPACT OF DEMONETIZATION
ON THE INDIAN TEXTILE INDUSTRY
PROJECT SUMMARY: The study was embarked with the aim to examine the impact of the
demonetization on the Indian textile industry from the perspective of demand, cash flow,
productivity and digitization. In India, the government of the India withdrawal of the value of
the denomination of Rs 500 and Rs 1000 on 8th November 2016. This led to a massive uproar
in the country considering the citizens and the businesses operating in different sectors. While
the government proposed intention was to combat the rising corruption in the country and to
promote the adoption of digital payment system and moving towards a cashless economy. The
study has concluded that the demonetization has significant impact on the demand,
productivity, cash flow and digitisation in the Indian textile industry.

By signing below, you are agreeing that: (1) you have read and understood the Participant
Information Sheet, (2) questions about your participation in this study have been answered
satisfactorily, (3) you are aware of the potential risks (if any), and (4) you are taking part in
this research study voluntarily (without coercion).

_________________________________ _________________________________
Participant’s signature

Participant’s Name (Printed)

_______________________________ _________________________________
Name (Printed)

_________________________________

Student Name signature

Date
102

