HAWALA : An Unofficial Banking of Black Money ( Beware)

Introduction:
The word "Hawala" means trust. Its is an alternative or parallel remittance system, which works outside the circle of banks and formal financial systems. It is also sometimes referred to as “Underground Banking”. Though it is being used across the world to remit funds, but it is not a legal system. The reason, why Hawala is extensively used inspite of the fact that it is illegal, is the inseparable element of trust and extensive use of family or regional affiliations.It also be names as hundi.
How It Works?
Hawala works by transferring money without actually moving it. In a hawala transaction , no physical movement of cash is there. Hawala system works with a network of operators called Hawaldars or Hawala Dealers. The hawala operator at that end collects the money from that person who wishes to make a transfer. He then calls upon his counterpart or the other Hawala operator at the destination place/country was the transfer has to be made. Now the hawala operator at the tranferee’s end, hands over the cash to the intended recipient after deducting a certain amount of commission.
Effects of Hawala ??
Hawala has been made illegal in many countries, as it is seen to be a form of money laundering and can be used to move wealth anonymously. As hawala transactions are not routed through banks they cannot be regulated by the government agencies and have thus emerged as a major cause of concern. This network is being used extensively across the globe to circulate black money and to provide funds for terrorism, drug trafficking and other illegal activities. In India, FEMA (Foreign Exchange Management Act) 2000 and PMLA ( Prevention of Money Laundering Act) 2002 are the two major legislations which make such transactions illegal.
Why People Use Hawala Trasaction?
· The commission rates for transferring money through hawala are quite low
· No requirement of any id proof and disclosure of source of income is there
· As there is no physical movement of cash, hawala operators provide better exchange rates as compared to the official exchange rates
· It is a simple and hassle free process when compared to the extensive documentation being done by the banks

