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Disrupting Black Money in Indian Real
Estate — The Power ot Digital Bidding
Systems

Abstract

India’s real estate sector has historically served as a key channel for black
money circulation, with up to 50% of high-value property transactions
involving unreported cash payments. Despite substantial government efforts,
including the demonetization of 2016, the introduction of the Real Estate
(Regulation and Development) Act (RERA, 2017), and the Goods and Services
Tax (GST), black money continues to flow, particularly in large-scale property
transactions. This enduring problem highlights the limitations of traditional
reforms in addressing the deep-rooted challenges of unregulated cash flows in

real estate.

This research examines digital bidding systems as a transformative solution for
reducing black money and enhancing transparency in India’s real estate
sector. The digitalization of real estate transactions presents a new frontier in
fighting corruption, ensuring that every transaction is traceable, visible, and

compliant with regulatory frameworks.

Post-demonetization, digital transactions surged by 60%, with platforms like

UPI handling a record %10.73 lakh crore in transaction volumes by 2022.
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The informal real estate sector has largely avoided digital advancements due
to the disparity between circle rates (government-set property values) and
actual market prices. This gap allows under-the-table deals to thrive,

particularly in high-value property sales, fueling black money transactions.

Digital bidding systems are proposed as a solution to bridge this gap. By
mandating digital listings and enabling real-time, competitive bidding, these
platforms could introduce greater transparency and accountability. Similar
systems in Ireland and South Africa have reduced transaction times and
significantly improved transparency. Applied in India, such systems could
reduce black money by making all property sales visible, traceable, and

compliant with tax standards.

Challenges remain, especially in rural and semi-urban areas where limited
digital infrastructure may slow adoption. These regions lack the technology
needed for fully digital transactions, making it difficult to ensure uniform
transparency. While digitalization alone cannot solve all issues, it lays a

foundation for reducing corruption and formalizing India's real estate market.

In conclusion, digital bidding systems present a strong opportunity to curb
black money by promoting transparency. Their success will depend on a multi-
pronged approach, including technological advancements, supportive
government policies, and infrastructure development in underserved areas,

leading to a more accountable real estate sector in India.
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Introduction

India’s real estate sector, accounting for nearly 7% of the GDP and projected to
reach $1 trillion by 2030, has long been an avenue for significant black money
circulation, which contributes to tax evasion, unregulated wealth
accumulation, and the perpetuation of parallel economies. Despite
government efforts, like demonetization in 2016, the sector remains highly
cash-intensive, particularly in large-scale property transactions where buyers
and sellers often collude to undervalue properties and avoid taxation. This
research explores the potential of digital bidding systems as a tool to eliminate
these cash flows, promote transparency, and foster a more accountable real

estate ecosystem in India.

The Scale of Black Money in Real Estate

The real estate sector is often described as the "black money laundering
machine" in India. A 2021 survey reported that 16% of respondents admitted to
paying over 50% of the transaction value in cash, while 35% refused to
disclose their cash component during property purchases [1]. This indicates
that despite reforms like demonetization, black money continues to dominate
high-value property deals. The primary reason is the discrepancy between
circle rates (government-assigned property values) and actual market prices,

which incentivize cash transactions to cover the difference.

Further, demonetization, while temporarily disrupting small-scale cash
transactions, had a limited impact on large property transactions. Real estate

remained an insulated sector where unreported cash transactions still occur,
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particularly in urban and semi-urban regions. Black money often flows into real
estate through speculative investments in land and high-end properties, where
taxes are avoided by undervaluing assets on official documentation. This issue
persists due to weak enforcement of circle rates and the lack of a digital

traceability framework.

Government Reforms and Their Limitations

The government has introduced a series of reforms aimed at curbing black

money in real estate:

1. Demonetization: The 2016 demonetization aimed to remove high-value
currency from circulation, with the intent to disrupt cash-heavy sectors
like real estate. However, while it reduced small-value transactions, its
effect on high-value real estate deals was minimal. Many black money
holders converted cash into real estate investments before

demonetization could take full effect.

2. Real Estate (Regulation and Development) Act, 2016 (RERA):
Introduced in 2017, RERA aimed to bring transparency to the real estate
sector by mandating that developers register their projects and
disclose all financial details. However, implementation has been
inconsistent across states. Some states have diluted RERA’s provisions,
allowing for continued black money dealings. For instance, states like
Maharashtra and Delhi have seen better compliance, but states with

less regulatory oversight remain vulnerable to cash transactions [2].
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3. Goods and Services Tax (GST): GST formalized the taxation structure
for construction and property purchases, creating a clearer tax system.
However, it has limited reach when it comes to land transactions,
which still remain outside the purview of GST, leaving room for cash

exchanges [2].

Challenges Persist: Cash Transactions in Real Estate

A key driver of black money in real estate is the disparity between official
circle rates and market values. In areas like Delhi NCR, Mumbai, and parts of
Bengaluru, the difference can be as much as 30-50%, creating a substantial
cash component in every transaction. Moreover, luxury properties and large-
scale land deals remain largely off the radar of regulatory bodies, allowing for
substantial under-reporting of transaction values. A LocalCircles survey
conducted in 2022 showed that over 30% of respondents were aware of
under-the-table deals in their locality [1]. This disparity is further exacerbated
by the lack of real-time transparency and weak legal frameworks to enforce

property registration processes uniformly across states.
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Digital Bidding Innovation

The Key to Eliminating Black Money

Mr. Nitin Lodha, Principal Advisor and a renowned eCommerce consultant at
Chitrangana, has introduced a groundbreaking idea to combat black money in
India’s real estate sector by implementing digital bidding systems. This
innovative concept is aimed at revolutionizing property transactions, ensuring
greater transparency, eliminating cash-based deals, and enhancing
accountability. The proposed solution aligns with the current regulatory
framework under RERA (Real Estate Regulatory Authority) and TNCP (Town and
Country Planning Department), but takes a step further by leveraging
advanced digital technologies to make the real estate market more efficient

and secure.

The Core of the Idea

Currently, new residential and commercial properties must follow stringent
guidelines set by RERA and TNCP, which require developers to regularly report
project progress. These regulations ensure construction complies with legal
standards, yet gaps remain in the system that allow unreported cash

transactions to thrive, especially in high-value deals.

To address these issues, Mr. Lodha proposes a digital bidding system where all
properties—whether new or old—are listed for sale on an online platform. This
system aims to track every transaction, from listing to final sale, eliminating

opportunities for under-the-table deals or black money transactions.
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How the System Works

1.

Mandatory Listing on the Platform: Every property, whether residential
or commercial, must be listed on the platform. The seller initiates the
bidding process by starting with the circle rate (the government-
assessed minimum value) or their desired price. This ensures that the

property is accurately valued from the outset.

Bidding Process: Buyers participate in an open, competitive bidding
process. The bidding window, which cannot be shorter than three
days, allows buyers from across the nation to track properties in their
preferred locations and receive real-time notifications when new
properties are listed. This makes property transactions more accessible
and democratized, reducing the likelihood of cash-based deals. The
transparency of the system ensures that all offers are visible, making it

difficult for any manipulation to occur.

Online Agreement Execution: Once the bidding process is complete,
the platform facilitates the online execution of the sale agreement. This
includes secure digital verification of documents and ensures that all
legal and financial procedures are recorded digitally. The system’s
integration with KYC (Know Your Customer) protocols ensures that the
identity of each participant is verified, further reducing the risk of
fraud. This digital record ensures compliance with tax regulations,

drastically reducing the reliance on unreported cash transactions.
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Advantages of the Idea

« Transparency: One of the key benefits of the system is complete
transparency. All transactions occur digitally and are recorded in real-
time, leaving no room for cash-based, under-the-table deals. By making
all bids and offers visible, the system ensures compliance with both tax
regulations and RERA guidelines, significantly reducing the black money

component that has historically plagued the sector.

« Efficiency: The system automates many of the manual processes
currently required in property transactions. Notifications and real-time
updates make it easier for buyers and sellers to make timely decisions.
The platform ensures that developers can report progress digitally and
buyers can access property information instantly, reducing delays

caused by bureaucracy.

« Fair Market Value: By enabling competitive bidding, the system ensures
that properties are sold at their fair market value, driven by transparent
demand. This helps eliminate the artificially deflated prices that often
encourage black money transactions and ensures that all property sales

reflect the true market conditions.

« Regulatory Compliance:By integrating the digital bidding system with
regulations like RERA and TNCP, developers can register projects and
report progress seamlessly. The system automates compliance checks,
ensuring that every stage of the property transaction—from valuation to

sale—adheres to Indian tax and regulatory laws.
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Transforming the Indian Real Estate Market

Digital bidding systems have already demonstrated significant success in
other countries, proving their effectiveness in enhancing transparency and
efficiency in real estate transactions. For instance, countries like Ireland and
South Africa have implemented these systems through public-private
partnerships, resulting in not only reduced transaction times—by as much as
50%—Dbut also in substantial improvements in the transparency of property
deals. By digitizing the entire transaction process, these platforms have
drastically reduced the opportunities for manipulation, underreporting, and
unaccounted-for cash transactions. Moreover, the ease of use and seamless
integration of digital technologies such as blockchain and smart contracts
have made it harder for buyers and sellers to exploit loopholes in property

valuations.

In the context of India, where black money remains deeply embedded in the
real estate market, digital bidding systems could serve as a vital tool to curb
unregulated cash flows. The Indian real estate sector, notorious for its high
levels of cash involvement, suffers from a key challenge: the disparity between
government-set circle rates and actual market prices. To avoid taxes, many
sellers undervalue their properties on official documents, creating a fertile
ground for black money transactions. This situation leads to large portions of

real estate deals being conducted off-the-books.

By introducing mandatory digital property listings and facilitating competitive,
real-time bidding, digital bidding systems can significantly reduce the practice

of underreporting property values. Since all bids would be visible to both
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buyers and regulatory authorities, and every step of the transaction would be
digitally recorded and traceable, these platforms would ensure that properties
are sold at their true market value. This not only improves transparency but
also ensures that sellers declare the actual transaction amount, thus limiting
the use of black money. Additionally, digital systems could help streamline
regulatory oversight, making it easier for authorities to monitor compliance

with tax laws and real estate regulations.

In the longer term, the widespread adoption of digital bidding systems could
lead to a paradigm shift in the way real estate transactions are conducted in
India, promoting a culture of transparency, accountability, and fairness across

the industry.

Implementing Digital Bidding Systems in India

The implementation of digital bidding systems could follow a phased

approach:

1. Pilot Programs: Pilot programs could be launched in major urban
centers like Mumbai, Delhi NCR, and Bengaluru, where digital adoption
is already high. These cities are ideal testing grounds for the system,
and success in these regions could encourage broader adoption

across the country.

2. State-Level Incentives: To promote the adoption of digital bidding
platforms, state governments could offer tax incentives and regulatory

benefits to developers who list properties digitally. Additionally, buyers
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participating in digital bidding could be rewarded with reduced stamp

duty or registration fees.

3. Public Awareness Campaigns: A public awareness campaign should
be launched to educate developers, buyers, and sellers about the
benefits of the system. By highlighting the platform’s security,
efficiency, and transparency, the government can drive widespread

adoption.

Looking Forward

Mr. Nitin Lodha’s proposal for a comprehensive digital bidding system offers a
holistic solution to one of India’s most persistent issues—black money in real
estate. By creating a platform that mandates digital transactions for all
property sales, the country can expect a significant reduction in cash
transactions, fostering a more transparent, efficient, and corruption-free real

estate sector.

This digital bidding system, as envisioned by Mr. Lodha, provides a clear
roadmap for the Indian government to address black money while enhancing
accountability in property transactions. Although the challenges in rural and
semi-urban areas, where digital infrastructure is still developing, cannot be
ignored, the adoption of digital bidding systems offers a promising solution for
the long-term formalization of India’s real estate market. By combining
regulatory support with advanced technology, this system can lay the
foundation for a more transparent and accountable future in real estate

transactions.
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Currently a Consultant at Chitrangana, India’s leading eCommerce
consultancy firm, Nitin plays a pivotal role in shaping the future of digital
businesses. Known for his deep understanding of consumer behavior and
market trends, Nitin has been instrumental in offering strategic advice that
aligns with industry evolution. His contributions extend beyond consultancy to
research and strategy, focusing on advancing the digital economy and driving

innovation across sectors.

With a professional philosophy of "Always Behind the Curtain," Nitin has built a
reputation for orchestrating success stories in the digital nation while

maintaining the highest standards of professional excellence.

For more on his work and achievements, visit https://www.chitrangana.com
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Disclaimer

The views and opinions expressed in this research article are those of the author, Nitin Lodha, and are
based on independent research and analysis. This article is intended for informational purposes only
and does not constitute legal, financial, or professional advice. Readers are encouraged to seek
appropriate professional consultation before acting on any information provided.

While every effort has been made to ensure the accuracy of the information, the author and
associated organizations assume no responsibility for errors or omissions. The inclusion of references
to any regulatory bodies, companies, or systems is illustrative and should not be interpreted as
endorsements. All examples are hypothetical and should not be relied on for future results or
decisions.

This article does not represent the official position of Chitrangana or any affiliated institutions.
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