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INTRODUCTION , . .
I;y the term parallel money and economy we mean working of an unofficial or unsanqloncd econo'ml)\f
parallel to the parent economy of the country. The objectives gf such pns.anctx.oned or blac’d
money/economy run parallel to the parent economy of the country but in contradiction with the declare
social objective.

This type of economy is called as 'black cconomy’, : ' :
According to Prof. J. C. Sandesara, “In popular parlance the unofficial e.conomy goes by the name ©
black money and white moncy. Black and white arc also variously substituted by number anc’i)number
one, unaccounted and accounted, unreported and reported, unrecorded and recorded and so on.

Multi-dimcnsio‘nal problems arc experienced under parallel cconomy. This type 9f economy has
political, commercial, legal, industrial, and social aspects. There ar¢ wide confrontations between the

objectives of legitimate and illegitimate cases under parallel economy.

The basic objectives of economic planning in India, ie. establishment of socialigic pattem of society

are very much disturbed with the exisence of parallel economy. This parallel or blz}ck economy h?.cl
started to operate during the second world war when the country had to face serious shortages 1n
1 and rationing of items.

essential items and the government resorted to system of contro
d the extent of the parallel or black

' Wﬁh the growth of the economy in the post independence perio
economy has been magnetized and now it is playing a dominant role in determining the trend of
économic activities as well as to mould the national policies to change the compositions and structure of

the output and also to promote a powerful class having huge black money.

This increasing number of black money operations has been able to establish a parallel economy to suit
their own interest which is very much in contradiction with the national interest of the country. D. K.
Ragnekar has observed, “If the ‘parallel economy’ poses a serious threat to stability and growth of the
éconorny, surely it stems from the fact that the magnitude of ‘Black money’ is large and rigged are
growing in volume and complexity at an alarming rate ... black money are accentuating the inequalities
in income and wealth and breeding a new class of black rich in our society which is highly srategized.

' Théinequalities are no longer below the surface. The conspicuous consumption of the new black rich
their vulgar display of pomp opulence, their nest-eggs in various places and countries their influence in
important places, all these are now common knowledge”.

‘illegal economy’, *unaccounted economy’, ctc.

DR Pendse 1s of the opinion that there are two possible sources of black money. Firsly it may
originate from illegitimate sources of income arising or illegal gratification such as payment of ‘Selami

or Pagri’ or income from smuggling, bribing, and other resources.

Secondly, it may originate from.legitimate and legal sources of income but concealed from the
quthorx;1es out oftax evasion. In big towns and cities, professionals like Doctors, Engineers, Lawyers,
etc. usually conceal a large amount of their income although they earn income through legitimate
SOUrCES.

CAUSES OF BLACK MONEY

1. - Prohibition causes Black Money

Certain activities are usually forbidden by law such as gambli g ion of illicit 1i :

: L act1vitic : as gambling, production of illicit liquor, smuggling,
trafficking, illegal drugs, etc. When some individuals wish to undertake these activities thegg wibll
qppareptly go unreported and ,

Ipcomé so eamed would be totally black.
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3. Inadequacy of power creates Black Money
10l ,7,.;&\14J..; of the powers given to the tax enforeing auwthorities is another important cause of biack

4. Pubic Expenditure
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As rapid gﬂ;’uf;u of &3 spmding over the lag two decades has been a major contributory factor m
generating black money.

‘5’ Puh tical Funding encourages Black Money .

.St;htu/a.’ Funding in India also causes a significant amount of black income. Our clection laws und
behiavior of political paties are primarily responsible for this. Today contesting of elections has become
a wery costly affair. '

The NIPFP Repont thus holds that “a close relation between politicalfunding and black income 15
extremely dangerows as it places public policy on auditioncer’s block™. But in recent clections, such
political funding is considerably reduced.

6,  Scarcity
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Black money is also caused by scarcity and defective public distribution systan. When essential goods
become scare, people have to pay higherthan the controlled price, which genearates black moncey.

7. Inflation

The incrasse in prices of commoditics like petrol, cte. in international market, increase in prices of
tr*mrunmiuic:i due to high inaeasc i dutics md taxes imposed by government, CoNspruous
consumption indulged by people with unaccounted moncy, divating resources from production to
speculation- all these causes inflation which i turn creates black money.

8. Agricultural Income
The unwillingness of rulers on poliical grounds to bring agricultural income in the ambz of income tax

has also contributed to generation of black money. The Black money assured from other source is
sought to be converted into whie by showing it on the agricultural ncome account.

EFFECTS OF BLACK MONEY

Black money is a socioeconomic evil. The exigence of rapidly growing black moncy m our ecoromy
has grave and disastrous consequences. The major effects of black money are:

1. Dual Economy
The increase in the amount of black money in India over a period of time lead to the perpetual growth

of economic dualism which consists of Parallel Economy (black money economy) operating side by
side with the Official or Reported economy of the country.

2. Under Estimation

A large underground cconomy an
size and incorrect picture of the cconomy by the officially
3, Loss of Revenue to the Government

Black money is largely attributed to tax evasion. Its direct impact is the loss of the Govemment
Revenue. Since the govemmant fails to get sufficient tax revenue due to large scale tax evasion, & 1s
forcedto regore high taxation and deficit financing which again carry their ill-economic effects,

d growth of black money income leads to under estimation of the true
compiled nation ncome data.

4. Undermining the Equity
When the govemment restores to progr
burden, the tax evasion and growth of blac

essive direct taxation to maintain equity in the distribution of tax
k money affect the very concept of social justice by not
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CONCLUSION
ft s very well said tha demonc VA hon process s

Benafits the nation, gt on the othes hand it s goin
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like a 2 faces of same com becase on one side o
Elo creae some temporary and long tam probicms
On further close analysis, & is soentha

ADYANTAGES

L Transpareney - Beinpng Transparoncy o the sydem by moving towards digital CCOnonTy

2. Vasy Monitoring - Digital payment casy o monitor cash flow
3 Black Moaey - 7 deing ou of illegal money from holder

4. Heduc Terrurism - Possble 1o sop currency wsed by terrorigs
DHAWBACKS '

I Lowses to small vendors trade becawse of hiking prices.

for illegal purpose.

2. Digest effect on aomemon man ss prices of goods and daily
2. Cawing of unemployment of workers and labors as well.
4. Lending 10 frustration mnd disgrace.

essentials are increased

3. Funationing of govemment is not stnooth andimmsparency i the system isnot mantained
6. Wideningthe gap between rich and poor.
1. Underminng equity

§. Reduction of rsowces available for peuple and supplying to only few handful rich class.

SUGGCESTIONS AND SO LUTIONS

it 15 5 well estabinbed fact tha India's passliel economy is well more than 99, and the money caned
from wxch tax evason is parked in Real estate. Also the Real estade sector i3 about $89% of Inda's

the ecomomy. This 15 oot oaly leads to slower expasion of winewes b
wisially persistent high nflaion I sas a chain reaction of tighter mongo
rates and futher reducing the incentive W invest iy brsiness (due to high p
real edae the mon favowed wptions.

alsw resulting m Inda's
ry policies and high mterea
ayback periods) and mahin g

Effonts so far from govemmaen like reducing stamp duty and capial gains tax has resulted in no results.
Even the best deterrent i form of 37 | (Chupter 20¢) was funher ramoved in 2000 1 let the situation
complacly bose.
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;h-is proposed that all the properties that get registered are opened for next 14 days with 10% increments
oy anybody: It would makg black money transactions in real estate impossible. It is by far the mog
comprehcnswe and yet a simple policy change with far reaching immediate effects and benefits by
putting a stop on black money. '

To restore our falling economy it is imperative to divert investments to businesses, job creations and
stop our persistent inflation. It will also increase tax and all other taxes. It will reduce budget deficits
and strengthen the rupee and help reduce the interest rates. A double digit growth is easily achievable

before we loose the shining India completely.

It is now further proposedto file a PIL forthe discrimination suffered by a pure ‘white man’ and ‘white
companies’ in real cstate transactions in India. :

CONCLUSION
Globalization has increased the level, proportion and risk of corruption but no expected growth in

¢han ges and opportunities,

There are many corruption scams in India like 2G spectrum, common wealth scan, Telgi, IPL and
Satyam scam. These scams are the pat of lacunas and loopholes in government and administration
process.

L ,

India is a developmental country therefore to stop corruption is a need of time. Bribes fraud, exto
ﬁqpoti51n, grand, petty corruption should be traced and eradicate completely from India. Now a day’s
éorrluption deeply rooted in the society. It becomesthe pat of sysem like India. It has been spread all
over the world. Means corruption is common in developed and non-developed countries. Hence

~corruption is problem requiring urgent attention at highest level.

rtion,
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