
Although Indian demonetisation could not conclusively 
prove the strategic success by seizing lakh crore rupees of 
black money, it undoubtedly demonstrated goodwill of the 
Government to eliminate hidden wealth. Since independence 
black money accumulated out of corruption, bribery and tax 
evasion which the Prevention of Corruption Act along with 
other laws supported by strong law enforcement agencies could 
not stop. Multiplicity of agencies and ineffective enforcement 
of applicable laws continued to raise the level of black money 
parked in India and abroad. Illicit money flows from India to 
tax heavens and then round tripping in the guise of FDI and 
FII have become a well-established money laundering strategy. 
Many experts view that newly devised Lokpal and Lokayuktas 
Act could be the panacea to check corruption. Also existence 
of ‘high quality’ counterfeit currency is linked to organised 
criminal groups and found to be a significant source of terrorist 
funding.

At the backdrop of the political promise of the ruling BJP 
party of India to eliminate black money has culminated in 
an unorthodox strategy of demonetisation but for which no 
other traditional measure could have impacted the society at 
large. More than a monetary measure, it is a social measure 
that helps to create awareness among the millions of Indian, 
and emboldened to fight against corruption, black money 
and terrorist funding. Demonetisation of high denomination 
notes, which constituted 86.4% of the currency in circulation, 
caused enormous difficulties to public in general. But the 
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Central Government and the Reserve Bank of India adopted 
flexible waivers, and aptly managed remonetisation including 
speedy recalibration of ATMs, printing new currency overtime 
and distribution thereof using various channels. During the 
specified period of depositing back the banned currency to 
the bank, the black money holders have adopted various 
unscrupulous practices. The law enforcement agencies mapped 
bank deposit data to identify persons involved in the process 
of conversion of black money and demonstrate the actions 
initiated which will deter the black money generation in future. 
Involvement of some bank officials in conversion of banned 
currency exposes serious internal threat in money laundering 
process causing review of efficacy of internal audit in banks.

Various studies identified sources of generation of black money 
including unaccounted transactions in the gold and jewellery 
sector, benami transactions in real estate, corruption in public 
procurement and other public services. Post-demonetisation 
black money conversion by jewellers is now well documented. 
The Government’s effort to cleanse the real estate sector 
from benami transactions and cash transactions which are 
popular means of parking black money is in the process of 
implementation. Demonetisation is not an isolated event - 
demonetisation along with legal and administrative measures 
would help to build corruption-free India.

I got the motivation for researching the multi-disciplinary 
subject of demonetisation while discussing in a faculty 
seminar at our Institute, and the research idea was further 
encouraged by Dr. Pandu Ranga Rao, formerly Acting Director 
of our Institute. I could publish two research articles in Indian 
Magazines, Corporate Professional Today and the Management 
Accountant January 2017 issues which I wished to enlarge 
into a comprehensive book on Indian demonetisation 2016 
as a researcher in the fields of accounting, banking, taxation 
and finance. It prompted me to look back to the gloomy history 
of demonetisation. While historical cases of demonetisation 
as money changing exercise over long span of time were 
successful, such an experiment to capture black money is an 
adventurous strategy (which is often called as surgical strike 
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on black money) adopted by the Government of India led by 
idealistic Prime Minister Narendra Modi. It is the first such 
mega currency management event in the world history which 
was successfully managed without any significant damage, 
and expectedly it should encourage other countries to adopt 
demonetisation as a weapon to fight against black money. 
Historical facts are brought out in details in Chapter 2 of this 
book along with ‘the great illusion of money’ and tracing back 
to unsuccessful Indian demonetisation of 1978.

To appreciate the demonetisation exercise, it is necessary to 
scroll through the corruption cases in India and measures 
adopted since Indian independence in 1947. Analysis of the 
nature of big ticket corruption cases would reveal its wide 
grip ranging from bribery in defence deals and other public 
procurements, misappropriation of funds through over-
invoicing, fraud in admission and employment to manipulation 
of stock market channelizing bank funds (Chapter 3). It is found 
that despite evolution and strengthening of anti-corruption 
laws and creation of multi-layer law enforcement agencies, 
there is no sign of abatement in the black money generation. 
At this stage, I found it is interesting to link low tax base, and 
low tax GDP ratio to corruption. Rank correlation analysis of 
Tax GDP ratio and corruption perception index is an attempt 
to study whether the impact of tax evasion is strong enough to 
influence corruption perception. Of course, it is possible that 
Corruption Perception Index itself is heavily biased towards low 
tax GDP ratio - fortunately that is not true (Chapter 4). In effect 
demonetisation although hits the domestic stock of black money 
held in currency which is estimated as a small fraction of the 
total but cannot deter its regeneration unless tax evasion and 
corruption is reined. I have also analysed counterfeit currency 
and terrorist funding issues which is one of the purposes of 
demonetisation (Chapter 5), black money abroad and efforts 
of the Central Government to bring back black money to India 
(Chapter 6) and benami transactions in real estate and impact of 
demonetisation on real estate sector (Chapter 7).

While demonetisation difficulties and disadvantages became 
a street debate in India thanks to opposition political parties, 
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this book attempts to look into its positive aspects while 
highlighting the nature of inconvenience and flexible remedial 
measures adopted by the Government. The concern of the 
economic damage predicted by experts are analysed using post-
demonetisation period data. It may be mentioned that I waited 
and continually updated the manuscript looking into post-
demonetisation economic recovery (Chapter 8). Thanks to my 
daughter Shramana Ghosh, a research scholar in University 
of California, Irvine, I could process huge text data in the form 
of news reports published in various Indian Newspapers. I 
heavily depended upon news reports published primarily in 
Times of India, Economic Times, Hindustan Times and First 
Post. Also I used certain pictures published in these newspapers 
while explaining various aspect of demonetisation and its 
ramification. In this process my wife Maya Ghosh remained 
a source of inspiration as she was always in my all academic 
activities.

While developing the manuscript, my debates with colleagues at 
IMT Dubai was highly value adding. I acknowledge debates with 
Dr. Arvind Seth and Dr. Santanu Roy, Professors of Operations 
Management, Dr. B. Rajesh Kumar, Professor of Finance and  
Dr. K. Sujit, Associate Professor of Economics of IMT Dubai.  
I acknowledge with thanks my deliberations with CA Dipankar 
Chatterji, L.B. Jha & Co. Kolkata on various aspects of 
demonetisation and his valuable comments. However, views 
expressed in the book is of author’s own.

I welcome comments and feedback.

25 April 2017 T.P.GHOSH

 tpghosh@imtdubai.ac.ae
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