Editorial

Demonetization: A Strong Intervention to Restructure the Economy

Demonetization of high denominotion notesof Ra 1, 000 and 500 to curb black money, eliminate counterfeit currency,
weed out corruption and uproot terroriom ond oloo to focilitate greoter finoncial inclucion of macoesin the country hoo
been well received by oll cectioncof the cociety. Within o opon of 52 daya, almoct 86% of the currency held by 1.32
billion population, opread into 4041 towno ond 6 lokh villoges of the 707 dictricto of the country hoo got omoothly
depoaited in the bonkas, whereaconly 27% of the villogesin the country have abonk bronch in aradiucof 5 kilometera.
The foremoct achievement of thic bold initiative hac been the cucceds ccored in terminating three decodes old
Pokicton-oponcored terroriom in Kachmir ond five decadecold violence of the Mooictsond Noxalites, gpread in ceveral
atotec. Beaideg, the hawola network, focilitating tronofer of funde for terror outfito oo well oo for unccrupulous ond
unaccounted troncouctions hoo oloo come to on end. Thic would now put on end, upto a conaiderable extent, to the
unoccounted troncuctionsgenerating black money in the country, aince 1950a.

Though, a quedtion ic aloo being roiced that where hao the block money gone, when 97% of the bonned currency,
oamounting to Ro15 trillion, out of atotol of Ro15.5 trillion in circulation hacbeen depoaited into the banka. But, it ic
aloo on open foct, thot the block money held by the people ionever confined to cach alone. Inctead, o lorge mojority of
people hold their black wealth moatly in kind-oo real ectote, gold, corporote cecurities ond co on. Beaideg, people
holding black money in cach are aloco being reported to have generated cach in their bookes of accountoby invoicing
foke ooleoin back dote, in the current finoncial yeor. Inctoncesare oloo legion acrossthe country, when bonk occounto
ofnon income tox payeechove been uced acourrogate accountsto depoait black cach.

Indionowere earlier reported to be holding the higheat quontum of black money ctached in the SwicoBonkcand other
tox havenc. Acper on eratwhile controveraial report of the SwicoBonka Acoociation, which waclater dicowned by the
acoociotion aowell, o figure of USD 1.4 trillion (equal to Ro. 94 trillioncat today'cexchonge rote) out of totol USD 2.2
trillion otached in Swicobonkoalone wosottributed to Indions. Had it been o, the additionol money otached in other tox
havencond within Indio could not therefore, be leaothon Ra. 50 trillion. Huge cumoof money have oloo been reported
to have been brought oo export income via round tripping the block money, cince FY 2011. But now, even after
completion of two roundc of income dicclooure achemeo in 2015 ond 2016, the amount diccloced o6 unoccounted
income hochordly touched Ra. 80,000 crorec, ogoinct abelief of Ro. 150 trillion. On the other hand, USD 80 billion,
equivolent of RG5.6 trillion ond USD 379 billion, equivalent of INR 25.4 trillion regpectively have come to curfoce in
Argentino ond Indoneaia, under their regpective income dicclooure achemeg, ooboth hod much lower tox ond penolty
ratec. The income dicclooure acheme of 2015 woo meont for dicclooing the black money otached obrood, ot o tox
liability of 60% with penalty, wherein mere Ra. 4174 crore i.e. little more thon holf abillion USD were declared. In the
aecond phoce 0f 2016, money ctached within Indiawasto be diccloced ot atox rate with penalty of 45%, but the acheme
got apaltry cum of only R6.65,250 crore, hordly touching on equivalent of USD 10 billion. All thece declorationomade
oo for are lecothon 15% of the declorationomade in Argentino ond lesothat 3% of the declorationomade in Indoneaia,
concurrently. The Indion economy i64 timec lorger thon Argentina ond 2.5 timeclarger thon Indoneaio. So the black
money of Indionsconnot be co leso. Although, acareault of cearchecond ceizures, acum of Ra. 87,300 croreswosolco
uneorthed additionally. But, even after adding thic omount acwell, the totol block money uneorthed doeonot exceed
Rao: 1.7 trillion equal to mere USD 25 billion. Thicfigure iclecsthot 2% of what wacbeing alleged to be with Indioncin
the Swicobankoalone. In cace of Indoneaia, oround $ 140 billion out of atotal decloration of $ 379 billion wacdeclared
ac the wealth otached obroad ond it hao come bock. Seventy percent of it wao ctached in Singapore followed by




Comeron Iolondoond Hongkong. The black money holdercin Indiamight be holding alorge port of their unoccounted
weolth in the form of real ectate,gold, corporote cecuritiecond benomi properties, which they may have aloo adjucted
clondectinely. But, everyone underctondowell thot in the encuing ero of leas-cach, generation of block money would
become altogether difficult, becauce the black money con be generoted only through cach troncuctions. Moreover,
after the advent of Goodoond Service Tox (GST), in the coming finonciol yeor, unaccounted troncoctionomight turn to
be aatory of the pact. The footprintcof moct of the unaccounted troncuctionowould invariobly become viaible cooner
or later in the downotreom or front end value choin of the tox evoder after the advent of GST.

The poce of chifting to non-cach or digital troncoctionsicalco very ropid in the country, ofter the demonetization drive.
The BHIM opp (Bhorot Interfoce for Money) lounched by the Prime Minicter Norendro Modi hoo already been
downloaded by 10 million people, within a.opon of ten daya. Other cochlecstroncoction optionslike internet bonking,
debit/ credit card, USSD, PAALVP, mobile wallet, bonk prepoid cord, point of culesmobile bonking, micro ATM, ond
other kindesor modesof paymentcare goining foot popularity. Thug, black money generotion would be much difficult
now in the new era dominoted by digital ond online troncuctions. Moreover, the velocity of money in thic emerging
leao-cach eramay become owifter, to add more value to the GDP through focter turnovera.

Therefore, deopite all the poin, demonetization may ucher the country into on era of focter troncuctions for bigger
turnovercond greater progperity.
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