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Abstract: Demonetization, a significant economic policy implemented in India in 2016, had wide-ranging 

effects on various sectors, including tourism. This abstract summarizes the impact of demonetization on 

tourism, focusing on key aspects such as changes in tourist behavior, cashless transactions, and the role of 

digital payment systems. The study explores how the abrupt shift towards a cashless economy and the 

disruptions caused by demonetization influenced tourist preferences and spending patterns. It also delves 

into the subsequent efforts by the Indian government and tourism industry stakeholders to adapt to the new 

financial landscape. By examining these dynamics, this research sheds light on the evolving relationship 

between economic policies and the tourism sector, providing insights into the resilience and adaptability of 

the industry in the face of significant policy changes. 
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I. INTRODUCTION 

Demonetization, a bold economic reform, has the power to send ripples through an entire nation's economy, reshaping 

industries and altering the financial landscape. In 2016, India witnessed one such seismic event when the government, 

led by Prime Minister Narendra Modi, announced the demonetization of INR 500 and INR 1,000 currency notes, 

representing a significant portion of the country's circulating currency. This sudden and unprecedented step was aimed 

at curbing black money, counterfeit currency, and corruption, while also promoting a cashless economy. While its 

economic and political ramifications have been widely discussed, it's equally vital to comprehend how such a radical 

policy shift impacts sectors critical to the nation's growth, including tourism. 

The tourism industry, a major contributor to India's GDP and employment, is inherently connected to economic 

stability and consumer behavior. As the policy of demonetization swiftly unfolded, tourists found themselves 

navigating a country in the midst of a financial transformation. This introductory exploration seeks to uncover the 

multifaceted implications of demonetization on India's tourism sector, shedding light on how this abrupt change in 

currency dynamics influenced tourist preferences, spending habits, and travel patterns. 

In the immediate aftermath of demonetization, foreign and domestic tourists faced uncertainty as they grappled with the 

sudden unavailability of familiar denominations and the limited acceptance of the new currency. Traditional cash 

transactions, a cornerstone of many businesses within the tourism industry, were temporarily disrupted, pushing both 

service providers and consumers towards digital payment solutions and cashless transactions. This transition was not 

without its challenges, yet it opened new avenues for innovation and improved convenience. 

Furthermore, the psychological impact of demonetization on tourists cannot be underestimated. The perception of 

financial security and ease of transactions plays a significant role in travel decision-making. The sudden disruption 

caused a reassessment of these factors, which, in turn, influenced the destinations chosen, the duration of stays, and the 

expenditure patterns of tourists. 

India's tourism industry stands as one of the nation's most promising and dynamic sectors, contributing significantly to 

its economic growth, employment generation, and cultural exchange. In the years leading up to 2016, India had been 

experiencing a steady rise in tourist arrivals, both domestic and international, with the industry's revenue increasing 

year by year. This growth was propelled by diverse factors, including the nation's rich cultural heritage, historical 

landmarks, natural beauty, and economic liberalization. However, the landscape of Indian tourism was about to witness 

a significant disruption with the announcement of demonetization in November 2016. 



IJARSCT  ISSN (Online) 2581-9429 

    

 

       International Journal of Advanced Research in Science, Communication and Technology (IJARSCT) 

                             International Open-Access, Double-Blind, Peer-Reviewed, Refereed, Multidisciplinary Online Journal 

 Volume 3, Issue 6, January 2023 

Copyright to IJARSCT                  219 

www.ijarsct.co.in                                                   

Impact Factor: 6.252 

Demonetization was a watershed moment in India's modern economic history, as the government, under the leadership 

of Prime Minister Narendra Modi, decided to invalidate INR 500 and INR 1,000 banknotes, representing about 86% of 

the currency in circulation. This move was intended to target several issues plaguing the Indian economy, such as black 

money, counterfeit currency, and the parallel economy. 

The tourism industry, which was experiencing a period of sustained growth, was immediately impacted by the policy. 

Tourists, both domestic and foreign, faced unforeseen challenges during their visits, primarily because the majority of 

transactions in this sector had been traditionally cash-based. Hotels, local transportation, tour operators, and even small 

vendors catering to tourists relied heavily on cash transactions. The sudden scarcity of valid currency notes led to an 

atmosphere of uncertainty, and many tourists found themselves struggling to access essential services. 

Demonetization also had a psychological impact on travelers. The perception of financial stability and ease of 

transactions plays a crucial role in travel decision-making. The abrupt policy shift prompted tourists to reconsider their 

plans, affecting destination choices, the duration of their stays, and their spending patterns. The ripple effects were felt 

across the tourism value chain, affecting everyone from local tour guides to large hotel chains. 

 

II. REVIEW OF LITERATURE 

The impact of economic policy decisions on the tourism sector has been the subject of increasing attention, especially 

following the demonetization policy in India in 2016. This policy, which involved the sudden invalidation of high-

denomination currency notes, caused substantial disruptions across the economy, including the tourism industry. A 

review of the existing literature reveals several key themes and insights. 

(Mishra et al., 2017) The research conducted immediately after demonetization highlighted a shift in tourist behavior. 

Tourists were increasingly inclined to use digital payment methods, such as mobile wallets and credit cards, to make 

transactions. This change in preference was influenced by the lack of available cash and the convenience of digital 

options.  

(Thakur et al., 2018) Demonetization acted as a catalyst for the adoption of digital payment solutions within the tourism 

industry. The literature emphasizes that businesses quickly adapted to accept digital payments, transforming the sector's 

payment landscape. This transition towards cashless transactions was seen as a crucial step in enhancing transparency 

and accountability.  

(Gupta & Bisht, 2019) Researchers noted that the uncertainty caused by demonetization had an impact on tourist 

spending patterns. Many tourists became more cautious and conservative in their expenditures, affecting various 

businesses within the tourism value chain, from hotels and restaurants to local vendors. This temporary decline in 

spending had consequences for the revenue of these businesses.  

(Kumar & Mishra, 20) Government efforts and policies played a significant role in mitigating the challenges posed by 

demonetization. The 'Digital India' campaign and other initiatives aimed at improving digital infrastructure and 

connectivity in remote tourist destinations were launched to support the industry's adaptation to cashless transactions.  

(Kumar & Gupta, 2019) The literature emphasizes the importance of providing a seamless and secure financial 

experience for tourists. Research suggests that ensuring the availability of cashless payment options and promoting 

digital literacy among tourists can enhance their overall experience, making them more likely to return and recommend 

the destination to others 

 

2.1 OBJECTIVES OF THE RESEARCH  

 To assess the shift in tourist behavior. 

 To examine the adoption of digital payment solutions. 

 To analyze the psychological impact on tourists. 

 To evaluate government initiatives and industry response.     

 

III. RESEARCH METHODOLOGY 

This paper is based on Secondary data. Secondary data is collected for the research form books, journals, internet, etc. 
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IV. FINDINGS 

The findings of this research provide valuable insights into the impact of demonetization on the tourism industry in 

India. The study examined various aspects of this impact, including changes in tourist behavior, the adoption of digital 

payment solutions, psychological effects on tourists, government initiatives, the resilience of the industry, and the 

enhancement of the tourist experience. Here are the key findings. 

Shift in Tourist Behavior: The study found that demonetization had a significant impact on tourist behavior. Tourists, 

both domestic and international, increasingly preferred digital payment methods over cash. This shift was motivated by 

the scarcity of cash during the initial phase of demonetization and the convenience of digital options. 

Adoption of Digital Payment Solutions: Businesses in the tourism sector showed remarkable adaptability. They swiftly 

embraced digital payment solutions to accommodate tourists' changing preferences. From hotels to local vendors, 

businesses integrated various digital payment methods, thus transforming the payment landscape within the industry. 

Psychological Impact on Tourists: The uncertainty and disruptions caused by demonetization influenced tourists' 

decision-making processes. This included reevaluating destination choices, travel plans, and overall travel experiences. 

Many tourists became more cautious in their spending and considered factors like the availability of digital payment 

options when selecting destinations. 

Government Initiatives and Industry Response: Government initiatives, such as the 'Digital India' campaign, played a 

crucial role in supporting the tourism industry's adaptation to the new financial landscape. Additionally, industry 

stakeholders demonstrated resilience and adaptability by rapidly adopting digital solutions and improving connectivity 

in remote tourist destinations. 

Resilience of the Tourism Industry: Despite initial challenges, the tourism industry showcased resilience. It continued 

to grow and thrive, demonstrating its adaptability in the face of significant policy changes. This resilience was a result 

of both government support and the willingness of industry players to embrace change. 

 

V. SUGGESTIONS 

Promote Digital Literacy Among Tourists:  

To encourage the adoption of digital payment solutions, tourism authorities should invest in digital literacy programs 

for tourists. This can include information campaigns, workshops, and user-friendly guides on how to use digital 

payment methods. A digitally literate tourist is more likely to have a smooth and secure financial experience. 

Ensure Widespread Acceptance of Digital Payments: 

Tourism businesses should continue to expand their acceptance of digital payments. Hotels, restaurants, and local 

vendors should make it a priority to offer a variety of digital payment options to cater to the diverse preferences of 

tourists. 

Build Robust Digital Infrastructure in Remote Areas: 

To support tourism in remote and rural destinations, the government and industry stakeholders should invest in building 

and improving digital infrastructure. Reliable internet connectivity and access to digital payment facilities are essential 

in ensuring that tourists can enjoy their experiences without disruptions. 

Enhance Security of Digital Transactions: 

Both the government and businesses should focus on strengthening the security of digital transactions. This includes 

implementing robust cybersecurity measures and educating tourists and service providers about best practices for secure 

payments. 

 

VI. CONCLUSION 

The impact of demonetization on India's tourism industry serves as a compelling case study in the dynamic interplay 

between economic policy shifts and a vibrant, resilient sector. This research has unveiled a complex web of effects, 

revealing not only challenges but also opportunities for the tourism industry in the face of profound financial reform. 

The findings and suggestions presented in this study shed light on the path forward for the industry and policymakers. 

Demonetization brought about a transformation in tourist behavior, with travelers increasingly favoring digital payment 

methods, and it accelerated the adoption of cashless transactions by businesses within the tourism value chain. While 

the initial disruptions posed challenges, the industry showcased remarkable adaptability and resilience. Government 
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initiatives, such as the 'Digital India' campaign, played a pivotal role in supporting the transition. These findings 

highlight the importance of fostering digital literacy, ensuring the widespread acceptance of digital payments, and 

enhancing the security of digital transactions. 

One key takeaway from this study is the need to maintain a balance between convenience and the preservation of 

cultural experiences that draw tourists to India. As the industry continues to evolve in response to changing preferences, 

it must safeguard the authenticity and uniqueness of the tourist experience. 

The post-demonetization era has emphasized the importance of adaptability and innovation within the tourism sector. 

The ability of the industry to quickly embrace digital solutions and provide a seamless financial experience has been a 

testament to its resilience. This adaptability, coupled with government support and a commitment to enhancing the 

tourist experience, positions India's tourism industry for continued growth. 
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