Starting from, reduced or virtually nil corruption to center-state revenue sharing, generation of continuous income for the government instead of intermittent income as is the case now, availability of more finance the disposal of government/banks at no cost at all, competitive climate between states to attract business and industry, limiting the growth of unaccounted money, simplified procedures for tax related bookkeeping for companies, more equitable tax structure based on income slabs for all, and an overall growth everywhere, can be some of the benefits that emerge with the system proposed !


 Simplified taxation system

This article is on changing the present method of imposing a tax 
based on a document, to an actual transaction itself.
That is, it directly relies on the bank transactions, avoiding maximum of cash transactions. 
What are the shortcomings of the present system, what are the challenges that this change has to face, what are all its ultimate advantages and how to go about achieving the desired goal against possible hurdles and objections are answered separately. But,

1) One important pre-requisite for reading this article further is that you require an open mind. If not, at least after reading it once, see whether your mind opens up, and then read it again!

2) The author fortunately being a non-finance man has no limitations on account of “known tracks or its pits”.  Now you know why an open mind is needed!

3) Some people may say, that the concept or system put forward does not exist anywhere in the world.(!?) Yes, everything requires a beginning. Cannot the implementation of the system start in India? Only to be studied and followed by others? Will we follow only after it is “invented” by the western world? Are we not capable of inventing?

4) And finally, the aim of the article is only to convey the need for reforms. It is not expected, that the concept will be accepted (totally). As you will see, the reforms will bring along with it a lot more benefits, which seemingly will look unconnected. Hence the purpose of the article is only to stress the need a little further and start the discussions.

5) Last, but not the least, the need to break the myth (unfortunate myth) that an ordinary layman cannot understand accounts, finance, tax etc! You make it simple to understand, rather than make it look so complicated. Automatically all will appreciate the subject. There will be no need to depend on a select few people to decipher the great secret!

More than the implications on the taxing systems, the bigger picture that emerges at the end is truly stunning! Yes, if at all the attempt could be studied, understood, discussed, expanded and implemented in an acceptable and reasonable fool proof form, definitely it will greatly transform our country to a different level totally.  Now read ahead.
==========================================================================================================
The government has to earn for its living! It can do so only from all other earners in the form of tax.

Unfortunately there are too many taxes to be collected by the govt. This not only makes the process of collection and compliance complicated for the payer as well as the collector, but also makes the required infrastructure a huge one, that itself requires a lot of money for sustenance; with plenty of avenues left open for corruption to creep in. 
Thus this attempt to simplify the system is an attempt to simplify the infrastructure and make it more effective or productive, besides eliminating too much of record keeping at too many places.

With too many staff and a too complicated system, the corruption increases. This generates an automatic drain, from the possible income to the government. Also it tempts the earners to find (legal looking!) ways and means to find loopholes to avoid tax. The system is so complicated that legal battles are often utilised to drag the matter beyond acceptable time limits and to counter productive situations.

Thus it can be concluded that

more time is spent in hiding the wealth or 
make it legally disappear,

than the time spent in its generation!

Already after the ’90s we are aware that, simplifications of rules ultimately lead to more wealth or prosperity for all. Thus it can be safely concluded that if the tax system is simplified and made more compliable, then not only the collections will improve but also all other benefits will start appearing.
The following working is based only on imagination and not any specific data and hence the figures may not be viewed in its absolute value, but only taken as a rationalisation effort. The government with its access can collect the current figures from its records and compare the possible collections by this method and proceed further in arriving at an acceptable system/taxation figures.

The proposed CONCEPT:

Almost all transactions are done through banks, mostly be cheques; Of course it is widely recognised that, unaccounted money is transacted mostly by cash. As our aim is to make people accept the simplified and easier to comply tax systems, it is expected that after successful implementation of the overall concept the unaccounted cash will start decreasing and government revenue starts increasing. 

First, to encourage all high value transactions through banks and to discourage all cash transactions, it may be necessary to keep the maximum currency value in circulation as Rs.100.00, or even better as Rs.50.00

THE NEW BASIS FOR ALL TAXES WILL BE THE

BANKING SYSTEM ITSELF WHERE THE BANKS ACT

AS THE COLLECTING AND REMITTING AGENCIES,

WITH THE PAYER HAVING NO NEED TO FILL UP

ANY FORMS FOR THE PURPOSE OF TAX PAYMENTS!

The recommendations made here can easily be applied to all sections of earners, with different conditions for different people or groups or even companies but with a common underlying implementation philosophy. 

In the system that is recommended,

payments made and payments received will attract a tax.

Thus every transaction brings in two types of revenue to the government, one at the cheque issuer’s end and the second at the cheque receiver’s end. 

On account of the current practice of excise duty, a separated ED equivalent will apply to manufacturing companies alone, Even this can be merged with the basic tax so that there is only one tax for all, in place of hundreds of taxes!
The following table gives the tax rates as an example. It is actually a multipoint taxing system, but because of its simplicity and possibly lower levels, acceptance should not be a problem.

	Sector  
	Purchase tax on 
	Receipt tax on
	*Cash Transaction
	ED equivalent tax

	 
	Cheques issued
	Cheques deposited
	Tax equivalent
	For manufacturers

	 
	A %
	B %
	      50% of A+B
	On cheques deposited

	Manufacturer
	1
	2
	1.5
	10

	Non manufacturer
	1
	2
	1.5
	0

	Trader
	3
	2
	2.5
	0

	Individual
	x
	y
	50%(x+y)
	0


        
    (Figures are only for assigning some value and must be decided by the Govt)
* This is to cover taxes on transactions based on cash based deals done using cash withdrawn.
Cash withdrawals by all will attract ‘2A’% as tax and cash deposited will also attract ‘2B’%, but neither will attract any additional cash transaction equivalent tax. This is to serve as a deterrent to limit cash transactions. ED equivalent tax will attract no cash transaction tax.

Explanation of the working:

When a cheque for Rs. 1,00,000. is deposited as receipt it attracts 2% tax, that will be debited to the account. When the same cheque for Rs. 1,00,000 is comes to the issuer’s bank for clearance, 1% of the value of the cheque is debited to the account in addition to the cheque amount. On each of the above transaction, 50% of the value of the tax is additionally debited to the respective accounts as cash transaction tax, towards other transactions carried out that may not be explicitly visible. 

Similarly when a self-cheque is presented to the bank, it is covered as cheque issued only and debited accordingly. There will be no “other end” transaction tax on this alone. Also cash deposits will be equated with cheque deposited and treated accordingly. Against both the account will have NO cash transaction equivalent tax. 
Bearer cheques will attract both taxes namely A & B, A to the issuer and b to the bearer.

Against cheques deposited by manufacturers an amount equal to 10% is debited as excise equivalent tax. Such accounts will have to be suitably identified. 
Tax refunds or additional demands will be there as is the case now. In latter sections a method is shown to relate the tax thus accumulated for the full accounting year to profits earned by companies, or taxable levels for computing overall tax paid, refunds or additional payments due. Those working will be done by the auditors and forwarded to the government agency for lodging of claims for refunds as well as remittance of additional tax amounts.
If it is thought fit, additional taxes like the ED equivalent can be introduced to different categories or segments, but all will have to be based on cheque transactions. This differentiation can be based on the visualised earning potential of the sector under consideration. Like IT companies, pharmaceuticals etc, whose earnings may very high or very short breakeven times etc.
With the above, no one needs to maintain any separate tax compliance papers, as the cheques deposited or issued itself becomes a record. However records of all withdrawals of bearer cheques must be kept for claiming any refunds or to prove tax paid etc. Banks can keep crediting the govt accounts as and when the cheques are presented. With this, the money flow to govt becomes continuous instead being intermittent, as it is now, which must please the government. 
The ratio of share between state and central governments need to be worked out. The base rule can be that in whichever location the cheque is being deposited the agreed share goes to that state government. This will set in motion a good amount of state governmental activity in improving the infrastructural, industrial and business climate in the state to attract more business houses! We have practically seen what privatization has done in general. The same will happen to governments, but may be slowly. Things can not change overnight. More the business transactions, more is the income for the state. Sluggish governments will be automatically punished by the voters. Parties can talk of their achievements in other states.
The existing manpower at various tax collection departments, after required pruning, can be made to regularly check (No need for any surprise checks) the companies for compliance on a continuous basis instead of at the year-end, which is currently leading to unnecessary work pressure in the offices, government departments, auditor’s offices etc, besides aiding corruption! This is definitely expected to increase the efficiency all around, which also is another fringe benefit. As there will be periodic verifications by tax department personnel, and also as the tax is remitted as and when the cheques are issued, there is no time to carry out manipulative transactions by the companies. Even overall power consumption will be reduced as there will be no more last minute overtime etc in many places.
If any company tries to manipulate by reducing the profits to reduce the tax at year end documentations, it is going to have telling effect on its share price in the market, though such a possibility does not even exist in the new system. And if the company declares more dividends, automatically all dividends will attract tax, as the payments are only made as cheques. If any transaction is not validated by a bank transaction, then it cannot become an expense at all and hence book adjustments to reduce the profits will have to disappear. Even if bogus transactions are made and validated through a bank transaction, the government will receive its tax equivalent. Also any effort to alter the profit will not be possible as the bank transactions can not be tampered with. There will be no way to alter the profits when the accounts are being finalised normally after June/July, next year. There will be no need to make any provisional expense etc, as any expense  incurred the next year become an expense for that year and automatically will be accounted for the new years profit and loss account.

Auditors need not loose heart. They still have to do the auditing which is essential for any organisation. All the above stated in the previous para are in the auditors hands! Also annual reports are a must from the point of view of the shareholders. 
In addition, there will be another parameter to comply with after the annual figures are out after proper auditing. Next tabular column gives a minimum tax to be remitted based on annual turnover/profit earned. At the year-end, the tax remitted vs the minimum demand may be compared and suitable action initiated based on the figures. Either the company may have to pay more tax or even claim a refund! All this will be the legal responsibility of the auditor for that year.
Another requirement that can be introduced in the annual report is: the actual value of income generated through bills and the actual deposits made into the bank must tally with each other. Of course, the companies can claim non-receipt of some payments against a few invoices. After due verification by tax department staff of the genuineness of such transactions including the real existence of the non-paying clients, exemptions can be given. Any payments received after 31st march gets automatically accounted in the next year. Even cash receipts by companies will have to be accounted so that the computed year end balance sheet figures do not differ from the actual figures from the bank. If there is any difference, a proportionate tax for the difference along with 50% penalty can be levied. 

The non paying client/defaulter as brought out above can be included in the NATIONAL DEFAULTERS LIST that can be widely published and made available to all, through the medium of internet or an agency meant for that! No one would like his name to appear in the proclaimed defaulters list, as all will start avoiding business with them and hence all invoices will be honoured by all. 
Recommended tax and Net Profit as percentage of turn over (Fictitious figures only)
(Explanations and checks explained after the second tabular column below)

Table 1:
	             Annual checks on TO basis 
       (Say for non Manufacturing Sector)

	 Turnover 
	% Min Tax
	Net Profit before tax

	
	
	

	Up to 1000000
	Nil
	NA

	1000000 to 2500000
	2.00
	20

	2500000 to 5000000
	2.50
	19

	50-100 lacs
	3.75
	15

	100-200 lacs
	4.00
	10

	200-500 lacs
	4.00
	10

	500-1000 lacs
	4.00
	10

	1000-2500 lacs
	4.00
	9.5

	2500 -10000 lacs
	4.50
	9

	10000-25000 lacs
	4.75
	8.5

	25000-100000 lacs
	5.00
	8

	100000-500000 lacs
	5.00
	8

	Above 500001 lacs
	5.25
	7.5


Similar values needs to be attempted for all other sectors such as manufacturing sector, traders sector etc. Individuals are dealt separately latter.
Table 2:
         Calculated figures for a non manufacturing company as per rates in table 1:
	T.O
	Tax as per
	NP permitted
	GP needed
	GP to TO
	Tax to NP
	NP to GP

	
	Indicated %
	As per %
	(Tax +NP)
	In %
	Ratio
	Ratio

	1000000
	No tax
	NA
	NA
	NA
	NA
	NA

	2000000
	40000
	400000
	440000
	22.00
	0.10
	0.91

	4000000
	100000
	760000
	860000
	21.50
	0.13
	0.88

	6000000
	225000
	900000
	1125000
	18.75
	0.25
	0.80

	8000000
	300000
	1200000
	1500000
	18.75
	0.25
	0.80

	10000000
	375000
	1500000
	1875000
	18.75
	0.25
	0.80

	15000000
	600000
	1500000
	2100000
	14.00
	0.40
	0.71

	20000000
	800000
	2000000
	2800000
	14.00
	0.40
	0.71

	25000000
	1000000
	2500000
	3500000
	14.00
	0.40
	0.71

	30000000
	1200000
	3000000
	4200000
	14.00
	0.40
	0.71

	35000000
	1400000
	3500000
	4900000
	14.00
	0.40
	0.71

	40000000
	1600000
	4000000
	5600000
	14.00
	0.40
	0.71

	45000000
	1800000
	4500000
	6300000
	14.00
	0.40
	0.71

	50000000
	2000000
	5000000
	7000000
	14.00
	0.40
	0.71

	75000000
	3000000
	7500000
	10500000
	14.00
	0.40
	0.71

	100000000
	4000000
	10000000
	14000000
	14.00
	0.40
	0.71

	125000000
	5000000
	11875000
	16875000
	13.50
	0.42
	0.70

	150000000
	6000000
	14250000
	20250000
	13.50
	0.42
	0.70

	175000000
	7000000
	16625000
	23625000
	13.50
	0.42
	0.70

	200000000
	8000000
	19000000
	27000000
	13.50
	0.42
	0.70

	250000000
	10000000
	23750000
	33750000
	13.50
	0.42
	0.70

	300000000
	13500000
	27000000
	40500000
	13.50
	0.50
	0.67

	350000000
	15750000
	31500000
	47250000
	13.50
	0.50
	0.67

	400000000
	18000000
	36000000
	54000000
	13.50
	0.50
	0.67

	450000000
	20250000
	40500000
	60750000
	13.50
	0.50
	0.67

	500000000
	22500000
	45000000
	67500000
	13.50
	0.50
	0.67

	600000000
	27000000
	54000000
	81000000
	13.50
	0.50
	0.67

	700000000
	31500000
	63000000
	94500000
	13.50
	0.50
	0.67

	800000000
	36000000
	72000000
	108000000
	13.50
	0.50
	0.67

	900000000
	40500000
	81000000
	121500000
	13.50
	0.50
	0.67

	1000000000
	45000000
	90000000
	135000000
	13.50
	0.50
	0.67

	1500000000
	71250000
	127500000
	198750000
	13.25
	0.56
	0.64

	2000000000
	95000000
	170000000
	265000000
	13.25
	0.56
	0.64

	2500000000
	118750000
	212500000
	331250000
	13.25
	0.56
	0.64

	3000000000
	150000000
	240000000
	390000000
	13.00
	0.63
	0.62

	3500000000
	175000000
	280000000
	455000000
	13.00
	0.63
	0.62

	4000000000
	200000000
	320000000
	520000000
	13.00
	0.63
	0.62

	4500000000
	225000000
	360000000
	585000000
	13.00
	0.63
	0.62

	5000000000
	250000000
	400000000
	650000000
	13.00
	0.63
	0.62

	6000000000
	300000000
	480000000
	780000000
	13.00
	0.63
	0.62

	7000000000
	350000000
	560000000
	910000000
	13.00
	0.63
	0.62

	8000000000
	400000000
	640000000
	1040000000
	13.00
	0.63
	0.62

	9000000000
	450000000
	720000000
	1170000000
	13.00
	0.63
	0.62

	10000000000
	500000000
	800000000
	1300000000
	13.00
	0.63
	0.62

	15000000000
	750000000
	1200000000
	1950000000
	13.00
	0.63
	0.62

	20000000000
	1000000000
	1600000000
	2600000000
	13.00
	0.63
	0.62

	25000000000
	1250000000
	2000000000
	3250000000
	13.00
	0.63
	0.62

	30000000000
	1500000000
	2400000000
	3900000000
	13.00
	0.63
	0.62

	35000000000
	1750000000
	2800000000
	4550000000
	13.00
	0.63
	0.62

	40000000000
	2000000000
	3200000000
	5200000000
	13.00
	0.63
	0.62

	45000000000
	2250000000
	3600000000
	5850000000
	13.00
	0.63
	0.62

	50000000000
	2500000000
	4000000000
	6500000000
	13.00
	0.63
	0.62

	55000000000
	2887500000
	4125000000
	7012500000
	12.75
	0.70
	0.59

	60000000000
	3150000000
	4500000000
	7650000000
	12.75
	0.70
	0.59

	65000000000
	3412500000
	4875000000
	8287500000
	12.75
	0.70
	0.59

	70000000000
	3675000000
	5250000000
	8925000000
	12.75
	0.70
	0.59

	75000000000
	3937500000
	5625000000
	9562500000
	12.75
	0.70
	0.59

	80000000000
	4200000000
	6000000000
	10200000000
	12.75
	0.70
	0.59

	85000000000
	4462500000
	6375000000
	10837500000
	12.75
	0.70
	0.59

	90000000000
	4725000000
	6750000000
	11475000000
	12.75
	0.70
	0.59

	95000000000
	4987500000
	7125000000
	12112500000
	12.75
	0.70
	0.59

	1E+11
	5250000000
	7500000000
	12750000000
	12.75
	0.70
	0.59

	1.1E+11
	5775000000
	8250000000
	14025000000
	12.75
	0.70
	0.59

	1.2E+11
	6300000000
	9000000000
	15300000000
	12.75
	0.70
	0.59

	1.3E+11
	6825000000
	9750000000
	16575000000
	12.75
	0.70
	0.59

	1.4E+11
	7350000000
	10500000000
	17850000000
	12.75
	0.70
	0.59

	1.5E+11
	7875000000
	11250000000
	19125000000
	12.75
	0.70
	0.59

	1.6E+11
	8400000000
	12000000000
	20400000000
	12.75
	0.70
	0.59

	1.7E+11
	8925000000
	12750000000
	21675000000
	12.75
	0.70
	0.59

	1.8E+11
	9450000000
	13500000000
	22950000000
	12.75
	0.70
	0.59

	1.9E+11
	9975000000
	14250000000
	24225000000
	12.75
	0.70
	0.59

	2E+11
	10500000000
	15000000000
	25500000000
	12.75
	0.70
	0.59


This table shows the actual working based on the recommendations shown in the first table for the non-manufacturing sector as an example. 

Minimum tax due and minimum acceptable net profits can be computed from the first table. 

And if the year-end calculations as reflected in the audited report indicates,

1) Tax paid is equal to tax demand and NP earned equals minimum NP level or, both actual values are higher than the calculations, then the company claim refunds as detailed in following lines, for adjusting in next years tax dues. 

2) Less tax payments, then automatically the demand notice by the government is served for additional tax to be remitted. 

3) However if the minimum NP is not achieved, then the additional tax need not be paid. 

4) On the other hand if the minimum profit limit has been achieved, then it becomes necessary to pay additional tax. However the payment can be less than, or at the maximum equal to, the difference between the NP earned and the NP permitted

5) If the tax payment is above the minimum demand for the slab but the company has not earned enough NP, then it can claim a refund to the tune of excess paid, subject to a maximum of 50% of the tax remitted or only the money needed to meet the minimum NP level, which ever is lower. 

6) That the company makes a loss, then the company can claim a refund to an extent that there is no profit or no loss situation, subject to a condition that the refund so claimed does not go above 50% of the tax remitted. 

7) However in both the above cases this refund amount can be utilised only against tax to be paid for the next year, till the cumulative due works out to that refund value. After that the company pays tax regularly. Again at the New Year end it is a different check again, and the result will be as per that year’s performance.

8) When Time limits for filing of audited reports will continue as of now so that all the above mentioned actions can take place. For delays severe penalties can be levied.

In the earlier paragraphs we attempted to fix different rates for different segments. Her, first individual taxes are dealt with, followed by answers to other questions that the concept raises.


      Income tax for individuals

	(Cumulative value of)
	Tax rate for 

	deposits up to
	Individuals,%

	Up to 1 Lac deposits
	0

	1. lac to 2 lacs
	4

	2. lacs to 3 lacs
	8

	3. lacs to 5 lacs
	12

	5. lacs to 8 lacs
	15

	9. lacs to 15 lacs
	18

	15. lacs to 25 lacs
	21

	25. lacs to 50 lacs
	25

	50. lacs to 100 lacs
	30

	Above 100 lacs
	35


As per the above table the bank will deduct tax from the deposit each time, after taking into consideration the cumulative total of deposits made till that time, and apply only that slab tax for the amount being deposited by that particular transaction alone. For example, if one has deposited an amount of, say 5 lacs, and the next deposit is for 1 lac, then that 1 lac alone will attract a tax rate applicable for a cumulative total of 6 lacs, i.e.@ 15% or Rs.15,000.00.  Of course it goes without saying that all salaries must be credited only to a bank account, at least by organisations. When the salary amounts are lower, then they will draw by self cheques that will attract tax. Like for payments to house maid etc.  
A few examples are given below as workouts.

	Upto a monthly salary of Rs.8334.00 no tax payment is there

	A person with a monthly income of 20000 will pay as follows

	Monthly salary
	Cumulative deposits
	Tax amount

	20000
	20000
	0

	20000
	40000
	0

	20000
	60000
	0

	20000
	80000
	0

	20000
	100000
	0

	20000
	120000
	800

	20000
	140000
	800

	20000
	160000
	800

	20000
	180000
	800

	20000
	200000
	800

	20000
	220000
	1600

	20000
	240000
	1600

	A person with a monthly income of 50000 will pay as follows

	50000
	50000
	0

	50000
	100000
	0

	50000
	150000
	2000

	50000
	200000
	2000

	50000
	250000
	4000

	50000
	300000
	4000

	50000
	350000
	6000

	50000
	400000
	6000

	50000
	450000
	6000

	50000
	500000
	6000

	50000
	550000
	7500

	50000
	600000
	7500

	A person with a monthly income of 500000 will pay as follows

	500000
	500000
	60000

	500000
	1000000
	90000

	500000
	1500000
	90000

	500000
	2000000
	105000

	500000
	2500000
	105000

	500000
	3000000
	125000

	500000
	3500000
	125000

	500000
	4000000
	125000

	500000
	4500000
	125000

	500000
	5000000
	125000

	500000
	5500000
	150000

	500000
	6000000
	150000


From the above table the total annual tax liability for the salaries considered work out as follows:

	  Monthly salary of Rs.   20,000
	7,200

	  Monthly salary of Rs    50,000
	50,500

	  Monthly salary of Rs.5,00,000
	13,75,000


Thus the available money at the disposal of an individual above will be

	 With a Rs 20,000 Monthly salary 
	2,32,800 

	 With a Rs 50,000 Monthly salary
	5,49,500 

	 With a Rs 5,00,000 Monthly salary
	46,25,000 


Before going on further into the tougher aspects to be faced, let us breathe for a minute and compare the old and new system.

Comparison between present and recommended system

                Present



Proposed

Relies on documents


Relies on bank transactions

Book adjustments possible

Book adjustments not possible

Income can be in unaccounted cash
Income can be in unaccounted cash

Expenses can be boosted

Expenses can not be boosted

Effect of hidden cash slightly 
Effect of hidden cash heavily affects 

affects the government income
the government income

Intermittent inflow to govt

Continuous inflow to govt

Book keeping complicated

Book keeping very simple

Implementation is cumbersome
Implementation is easy

No policing necessary during 

Strict policing required
financial year



during financial year
No need for the govt to be 

Govt has to be more inducive for more 

inducive for more business

business volume for its own benefit

Punishments do not threaten

SEVERE punishments for defaulters a must



Leads to possible corruption

Corruption is vastly reduced

Now let us go back to the main problem that is bound to be raised. Or even that will be put forward as a firm reason for an outright rejection of the basis suggested so far. 

Will not the entire operations switch over to cash based transaction to avoid banking sector in total?
             Yes. The fear is genuine and an answer is to be found.

If you remember, it was recommended that the denomination of circulating currency must be either limited to Rs. 50 or Rs.100 as the maximum value. This puts a limitation terms of physical handling of excessive cash. 
Now let us analyse why are we having a parallel economy, which the government is not able to fully control, inspite of putting in its best efforts now and then?

My first question is, has the present system been able to prevent it, or curtail it? No. I would even go the extent of saying that the present system only has given birth to it.
Then how can we expect the parent of the problem be capable of controlling it? So first let us accept the fact that, the present problem is created by the present system only, but having got the problem in hand, it becomes our responsibility to find a solution also. 

Unaccounted money has been generated, and continues to get generated only because of a feeling that the tax rates are VERY HIGH. To avoid that, ways and means have been found to hide the income, which has become a sort of accepted practice, like corruption having been a sort of accepted practice. When the system was aiding such an act to be carried out very easily, how will it not grow, or why should it not grow? At least that is how people looked at the system. It is not uncommon to see a corruption payer becoming the corruption receiver in another location!
With new system the rates will be lesser. If that is going to induce more compliance, then should it not be possible to reduce it or eliminate it, just be reducing the tax rates even with the present system itself. Can it happen? It may or it may not. Assuming for a minute, it can happen, I would like to remind the reader that, the purpose of the article stated at the very beginning itself is just not this. 

It is to make the entire process of taxation a simplified one and an easy to comply one, so that voluntary acceptance of it starts and the experience become a pleasure and not pain. One of the too many fringe benefits was elimination of black money or unaccounted money. Also, with more revenue at government’s disposal if it can lead to more developmental activities for the benefit of all sections of the society, definitely compliance only will go up and nothing else.

Thus we are standing now, 

with a need to bring in all existing unaccounted money

in to the main stream, and prevent its rebirth.

For this the following suggestion is submitted.

· Just before the introduction of the new system, introduce a voluntary disclosure scheme on the following lines. The scheme will provide for converting all black money into accounted wealth over a period of time, only the conversion attracting tax as per the new system, with no punishment. Thus the unaccounted money will become accounted in the course of time. The absence of punishment is the price, the society needs to pay for its collective sin preformed over a long period of time. As far as the banks and government are concerned, additional amount is at their disposal with no interest liability, as explained below. It is upto the government to find ways and means to productively employ the money. The scheme is:
· All individuals and corporates in possession of unaccounted money can be tempted to deposit the same with their banks, in a new account, called Voluntary Individual Disclosure Scheme (VIDS) and Voluntary Corporate Disclosure Scheme (VCDS). (Always politicians like short initials for promulgating of a new law, like TADA, POTA, MISA etc!). Every one must give a cross reference of their normal banking account number in the same or another bank for the purpose of getting this unaccounted money into the existing account at a latter date. 

· The scheme must be kept open for accepting disclosures for a fixed period, say 3 or 6 months, till the launch of the new tax regime. By providing for suitable and severe punishments in the new law that enables this disclosure, all unaccounted wealth unearthed after the scheme closes, must be punished severely. 

· The new account will be like a current account with no interest. At the same time there is no penalty for having hidden the money also for so long. Maximum promotion needs to be given for this. Sure, our politicians as well as governments now know the value of full page ads in the news papers as well the visual media. It is only hoped that non-availability of finance for such a promotion will not be cited as a reason for promoting this event, which may hold the key to our long-term prosperity!

· On the last day of the closure of the scheme, the total deposits thus brought in will be totaled against the individual/corporates name. At the launch of the scheme itself, each one must opt for a period or duration for the conversion process to take place. It can be anywhere between a minimum of one year to, say 48 months or even longer. For this an upper monthly transfer value can be fixed based on some norm, may be with a relation to the amount thus deposited. In that many monthly installments, this unaccounted money gets transferred to their normal bank account. These monthly deposits will be considered as an income for that period and applicable tax will be debited to both the accounts. Thus at the end of the chosen period all the money is accounted for. The only punishment, if at all it can be called as a punishment, is that the money remains locked with banks or the government till it gets transferred to the normal account, and it does not impose any interest burden to the government.  The government can have a free hand to use it in any way deemed fit for the developmental activities! Afterwards all such new accounts can be fully closed, automatically.
Similarly unaccounted, non cash form wealth can also be declared: The total value of such declared wealth by every individual or organisation can be estimated based on existing market values. A net tax amount to be paid for this can be worked out. Instead of snatching away such wealth, an option can be given to the declarer to either to start debiting this values to their normal accounts as an EMI for say 12 to 48 installments (with severe punishment for failure to honour such debits), or make arrangements in such a way that all incomes generated from those wealth can be collected by the government till the tax liability is cleared. Option also may be given to pay the entire such liability in one installment if possible from the VIDS or VCDS accounts opened earlier. All such people will be holding surely a minimum of one such account! In the worst case the owner may be permitted to dispose of the required property to pay of such tax dues in one single installment. 
By adopting all the above moves definitely a huge amount of deposits for a longer duration  will be available at the government’s disposal with no interest burden that can speed up various other pending schemes for want of finance.
Once the citizens feel that they need to pay only lesser taxes than they were asked to pay earlier, why should there be a need for them to go back and generate unaccounted money? It was the fear that one cannot enjoy fully the hard earned money that was leading to all these activities. Once it is eliminated, the feeling will be different and we will see more law-abiding citizens than ever before. Anyhow after high value denominations are eliminated transaction(transporting?) unaccounted money will itself be a burden as it will form truck loads to carry out one!
At the end, the only expectation, that will still remain to be fulfilled in the minds of all citizens will be, can the politician be made to follow these rules? Will they themselves come forward and declare their own unaccounted wealth? If they don’t, well let us expect them also to abide by the rules. 
Are you a politician? Can you instill confidence in us that you are like us only, and not above the law? Or will you continue to remain like a policeman, who always considers himself to be above law? If you think, that by knowing your true colour, the public may not vote for you, and hence it is better not to disclose any unaccounted money, it is very good! Because the moment you get such a feeling, it shows you have started becoming human in nature, you want to be liked by all! Don’t worry; memory of the public is too short. 

