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We have discussed about credit cards usage with various aspects of the same in previous 5 issues 

of Finance series. Before I take up the other details of finance pertaining to dentists, I plan to 

introduce to all of you, a few aspects of routine needed financial lessons in our daily life. 

 

DISCLAIMER: Although every effort has been taken to make sure that there are no mistakes, 

there might be still, some mistakes inadvertently crept in the article. Please notify the same @ 

author’s email: drbhavdeep@gmail.com and they will be corrected ASAP. 

 

ABSTRACT 

Who can forget the catastrophe which struck India on the night of Tuesday, 8
th

 November, 2016 

and commonly came to be known to all of us as the ‘Demonetization’! The basic reason to do 

that was primarily defined as the eradication of black money.  

Black Money!!!!!  

Seriously!!!  

Since when did money start having colours too?  

Well, jokes apart, there is nothing white or black money colour wise, both black and white are 

actually same in colour viz. pink, orange, green, chocolate etc. as is the colour of the new 

currency in India presently. Black money isn’t literally black in colour but is the unaccounted 

money that is concealed from the eyes of the Income Tax Department. The black money was 

once a contention point and used to be accumulated by the criminals, smugglers, hoarders, tax-

evaders and other anti-social elements of the society in the past, but presently almost everyone 

accumulates it, be it, the self employed professionals, shopkeepers, small businessmen and even 

the salaried ones who sometimes have an extra source of income (which they don’t divulge) 
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while filing the IT return because they hate it big time that already TDS (Tax deducted at 

source) has divested them of their hard earned money, so why pay more. The root cause for the 

increasing rate of black money in the country is the lack of strict punishments for the offenders. 

The offenders allegedly pay bribes to the tax authorities to hide their corrupt activities and thus 

always go scot-free and unpunished. Such offenders who conceal their accounts from the 

government authorities also allegedly include big politicians, film stars, cricketers and 

businessmen as well. Many companies also use a mischief of transfer mis-pricing by under 

invoicing their export amount and over invoicing their import amount from tax haven 

countries such as Singapore, UAE and Hong Kong etc. Thereby, the promoters of the public 

limited companies who hold rarely more than 10% of share capital earn black money abroad at 

the cost of majority share holders and tax income to the Indian government. Political 

organizations, corrupt politicians and government officials take bribes from foreign companies, 

then park or invest the money abroad in tax havens for transferring to India whenever needed. 

In addition, locally earned bribes, funds and collections are often routed abroad 

through hawala channels in order to evade Indian tax authorities and consequent legal 

implications. 

 

REVIEW 

Demonetization 2
nd

 Anniversary happened last year on Thursday, 8
th

 November, 2018. 

Demonetization as an independent phenomenon was life changing for many people, I must say 

for me as well. Those who wanted to come clean (read: white) by joining the mainstream by 

choosing honesty as their future path making the past (read: incessant accumulation of ‘black’ 

money) as bygones started having a nice and sound sleep at night (post 31
st
 December 2016), but 

unfortunately for many of us (read: professionals), it was just a small aberration before the 

similar past started treading on those dangerous paths unabated. The PAN-Aadhaar combo has 

been made mandatory in almost every financial transaction and even properties are also being 

linked to Aadhaar now (inspite of the Hon’ble Supreme Court ruling going against it in banks, 

telecom sector and many more), the pathways to accumulate black money are slowly but surely 

dwindling. Many banks have themselves asserted that before the Hon’ble Supreme Court ruling 

came into application, already 90% plus accounts (in most banks) have been linked by the duo 

(PAN-Aadhaar combo) and whatever less than 10% of bank accounts were left were either 

dormant or inactive accounts. Those who have amassed huge chunks of money at home (just as 

was the case with many in 2016) were also wary of the fact that sooner or later, the new pinkie 

(Rs. 2000 note) would be demonetized as well soon. They were riding in good faith that with 

General Elections in India in 2019 and the Modi Govt. already having faced a backlash earlier 

for that ‘bizarre’ step (#DeMo), it would never risk its position in the Lok Sabha Elections 2019 

by going for ‘The Full Monty’ again. Hence the amassing of the Rs. 2000 notes continues 

unabated by the most. Now, the Election results 2019 are crystal clear and Modi Govt. is back 

and even in a stronger position than before, albeit without Mr. Arun Jaitley as the Finance 

Minister (who backed out citing health issues); we should expect more reforms and steps to 

ensure transparency vis-à-vis black money with Mr. Modi being a tough administrator in this 
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regard. I personally think; Demonetization – II still might not happen like its predecessor but as 

the newer currency of Rs. 10, 20 (launched now), 50, 100 and 500 stamps its further circulation 

hold in the market, the Rs. 2000 will be stopped only to be deposited in bank accounts (without 

any attached limit of Rs. 2.5 lacs and not to be changed like queuing before as the public made a 

beeline and was harassed big time) and that is where the exact recording of the transactions of 

the deposited Rs. 2000 would be done reaping the dividends of the PAN-Aadhaar combo linking. 

                   Having said that, let’s first analyze whether Demonetization – I was necessary for 

India’s economy.  

 

NECESSARY EVIL 

The, then Finance Minister, Mr. Arun Jaitley said near the second anniversary of (#DeMo that it 

was a step by the Government to formalize the economy.  

How?  

Let’s see further in the words of the Finance Minister himself:  

India has traditionally been cash dominated economy and cash usually involves anonymity in 

transactions by bypassing the banking system enabling its possessors to evade tax. 

Demonetization compelled holders of cash to deposit the same in the banks and due to the 

enormity of cash deposited and identified with the owner resulted in suspected 17.42 lac account 

holders being sent the Income Tax Notices and brought to book with the violators facing punitive 

actions. Larger deposits in banks improved their lending capacity and a large sum of money was 

diverted to the Mutual Funds as well for further investments, thus becoming a part of the formal 

system. The Finance Minister now argues that confiscation of currency was never an objective of 

Demonetization with almost the entire cash (99.4%) got deposited in the banks, rather getting all 

into the formal economy and making the holders pay tax was the broader objective. The system 

required to be shaken in order to make India move from cash to digital transactions which would 

have an obvious impact on higher tax revenue and a higher tax base. The impact of 

Demonetization has been felt on collection of personal income tax.  It also ensured that even 

weaker sections became part of the formal economy (banks) as Jan Dhan or BSBD (Basic 

Savings Bank Deposit) Accounts have resulted in most people being connected to the banking 

system. Further, they used computer software and enhanced technology for both direct and 

indirect taxes to facilitate filing of returns and expanding the tax base in coming years. It did, 

however, promote digitalization to a larger extent. The Unified Payment Interface (UPI) was 

launched in 2016 involving real time payments between two sets of mobile holders and its 

transactions have grown from Rs. 0.5 billion in October, 2016 to Rs. 598 billion in September, 

2018. The Bharat Interface for Money (BHIM), an App developed by NPCI for quick payment 

transactions using UPI is currently being used by 1.25 Crore people. The value of BHIM 

transactions has gone up from Rs. 0.02 billion in September, 2016 to Rs. 70.6 billion in 

September, 2018. The share of BHIM transactions in overall UPI transactions is at about 48% in 

June, 2017. The RUPAY Card (The ‘Make in India’ competition to Visa and Master Cards) is 

being used both at the Point of Sale (PoS) and for e-commerce and its transactions have 

increased from Rs. 8 billion before Demonetization to Rs. 57.3 billion in September, 2018 for 

PoS and from Rs. 3 billion to Rs. 27 billion in e-commerce. Today Visa and Master Card are 
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losing market share in India to indigenously developed payment system of UPI and RUPAY 

Card whose share have reached 65% of the payments done through debit and credit cards. 

 

IMPACT ON INDIRECT TAX 

Demonetization and implementation of the GST curbed cash transactions in a big way. An 

increase in the digital transactions is clearly visible. This formalization of the economy has led to 

the tax payer base increase from 6.4 million in the pre-GST regime to 12 million tax payers in 

the post-GST regime. The actual consumption of goods and services being recorded as a part of 

the tax net has now increased. This has given buoyancy to the indirect tax growth in the 

economy. This has benefited both the Centre and the States. Every State, post GST, is getting a 

mandatory 14% increase in the taxation each year. The fact that assessees have to now declare 

their business turnover not only impacts the indirect tax calculations, but also ensures that 

income tax arising out of them is disclosed in the tax assessments. In 2014-15, the indirect tax to 

GDP ratio was 4.4%. Post-GST, it has climbed up by at least 1 percentage point to 5.4%. 

Despite an annual income tax relief of Rs. 97,000 Crore given to the smaller tax payers and Rs. 

80,000 Crore relief given to the GST assesses, tax collections have gone up. Rates of taxes, both 

direct and indirect have been reduced, but tax collections have gone up. The tax base has been 

expanded. GST rates on 334 commodities which were paying an effective 31% tax pre-GST 

have witnessed a tax reduction. 

Government has used these resources for better infrastructure creation, social sector and rural 

India. How else could we visualize villages being connected by road, electricity in every home, 

92% coverage for rural sanitation, a successful Aawas Yojana, a cooking gas connection, 

Ujjwala Yojana in 8 crore poor homes. Ten crore families are covered under Ayushman Bharat, 

Rs. 1,62,000 Crore is being spent on subsidized food, 50% increase in MSP for farmers and a 

successful Crop Insurance Scheme. It is the formalization of the economy which has led to 13 

crore entrepreneurs getting Mudra Loans. Because of this, the Seventh Pay Commission was 

implemented within weeks and the OROP (One Rank One Pension) was finally implemented. 

So, more formalization meant more revenue, more resources for the poor, better infrastructure 

and a better quality of life for our citizens.  

 

ADVERSARIES’ VIEW 

The adversaries of #DeMo have an entirely different viewpoint as regards to the whole exercise. 

They believe it didn’t tackle black money or corruption. The above two were great intentions but 

demonetization didn’t work in the past (1946 and 1978) and it hasn’t worked this time as well. It 

was mentioned in the Supreme Court that it was a carpet bombing of the Indian people and its 

economy. Singularly speaking, that’s a good description because this touched every single 

person and harmed every single person to a different extent. Everyone suffered but the poor 

suffered the most. Employing millions of workers, the micro and small industries were starved of 

working capital and forced out of business. A survey conducted by the All India Manufacturers 

Organization (AIMO), representing more than 3,00,000 industries engaged in manufacturing and 

export activities, showed that post-demonetization, there was a 35% drop in employment and 

50% drop in revenues. AIMO stated that almost all industrial activities had stopped, with the 
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small and medium-sized enterprises being worst affected. There have been a few isolated 

examples of the struggles of the leather footwear manufacturing units at Agra, which are 

reportedly around 10,000 in number and provide employment to nearly 5,00,000 people. In 

Quazipada, Agra, home-based micro-units produce over one million pairs of shoes every day. A 

shoe passes through at least five to six hands before finally reaching the stores. A fitter gets Rs. 

20 per shoe while the one who fixes the sole gets paid Rs. 15 per pair, the one who puts the lace 

gets Rs. 4–5 and the man who does the pasting and stitching gets Rs. 10–15 for every pair. This 

is the price for a pair of rexine shoes while this gets doubled in the case of leather shoes. Such 

small unit owners had half of their workers leaving the job and the remaining kept sitting idle as 

owners were not able to source raw material because of the limited funds. India’s textile 

industry, that contributes between 2-3% of the GDP recovered much late from the blow dealt by 

demonetization. Bhiwandi in Maharashtra holds more than a sixth of India’s 6.5 million power 

looms and is one of India’s largest power loom hubs, providing direct employment to a million 

people. As of September 2018, only 20% of the Bhiwandi’s looms are running. They believe 

#DeMo actually set them back by 5 years in development.  The note ban also left farmers 

severely affected. Unable to procure new currency as co-operative banks ran out of cash, farmers 

were forced to watch their crops rot or sell them at very low prices. The price of tomatoes at 

Girnare mandi near Nashik, Maharashtra dropped to as low as 50 paisa per kg, making it 

impossible for farmers to recover the investments they made while sowing. Faced with the 

alarming fall in the price of tomatoes, few farmers were forced to destroy their crops because 

keeping them standing would have resulted in a greater loss. 

The Great Economist of India, the former RBI governor and former PM of India, Dr. Manmohan 

Singh categorically bashed the demonetization exercise saying it to be ill-fated and ill-thought 

which the Narendra Modi government undertook in 2016 as the havoc unleashed on the Indian 

economy and society was evident to everyone. He also urged the government to restore certainty 

and visibility in economic policies by telling them vehemently as to how economic 

misadventures can spoil the nation for a long time and economic policy making should be 

handled with pristine thought and utmost care. In his words, Demonetization had impacted every 

single person, regardless of age, gender, religion, occupation or creed. Generally stating, time is 

a great healer, but, unfortunately, in case of demonetization, the scars and wounds of the note 

ban were only getting more visible with time. The financial markets were volatile as the liquidity 

crisis wrought by demonetization was taking its eventual toll on infrastructure lenders and non-

bank financial services firms. The full impact of this exercise will be known, understood and 

experienced in the coming years as with a depreciating currency and rising global oil prices, 

macro-economic headwinds were also starting to blow. He was quick to add that it was therefore, 

prudent to not resort to further unorthodox, short-term economic measures that can cause any 

more uncertainty in the economy and financial markets.  

Coming from the great knowledgeable man, it does mean a lot since he has seen the lowest times 

of Indian Rupee (`) in 1991 and managed it efficiently. The further detractors of #DeMo exercise 

firmly believed that most of the black money is held not in the form of cash but in the form of 

real sector assets such as gold or real-estate and thus, this move didn’t have a material impact on 

those assets. 
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Demonetization has elicited a wide range of responses and the sum of all that has been that it has 

caused great damage, while the gains have been few and far in between. Some of the biggest 

side-effects of demonetization that can be gleaned from the RBI report were: 

 

1. The RBI report said that people have started saving in cash, meaning that a major part of 

domestic savings is now in cash. The amount of household savings in cash is almost equal to 

the amount deposited in banks and the proportion of cash is more than twice the average of 

the last five years. Household savings constitute a major source of investment and if the 

savings are not reaching the banking system, this means that the investment source is drying 

up and if this is the case, then it means that businesses will not grow and employment 

opportunities will stagnate. 

2.  The second side-effect has been the sluggish performance of the manufacturing sector. The 

weighted contribution of industry to overall GVA (Gross Value Added) growth declined 

from 33.5% in 2015-16 to 20% in 2017-18. Also, the cyclical component of growth turned 

negative in 2017-18 and capacity utilization in the manufacturing sub-sector remained below 

the 10-year average. 

3. The third side-effect of demonetization is seen in credit growth. Weeks after demonetization, 

credit growth touched a historic low. The recovery since then has been muted. According to 

the Reserve Bank's data, the growth in the loans given to the industry is less than 1% even in 

2018. This includes the loans given to small and medium enterprises. Due to this, growth in 

business will slow down, which will also hit employment opportunities. 

 

These have been the three major side-effects of demonetization. 

 

RAY of HOPE 

On the credit side, some argue, there has been surge in direct tax collection which can’t be surely 

denied. On an average between 2008 and 2014, the tax collection was increasing at the rate at 

which the country's GDP was growing. 

During the first two years of the NDA rule, this growth did see a fall. 

If the nominal GDP growth was 10%, tax collection grew by approx. 6-8% but that situation 

changed somewhat in two subsequent years. 

But can that be considered a miraculous change after demonetization? 

 

IMPACT ON DIRECT TAXES  

The impact of Demonetization has been felt on collection of personal income tax. Its collections 

were higher in Financial Year 2018-19 (till 31-10-2018) compared to the previous year by 

20.2%. Even in the corporate tax, the collections are 19.5% higher. From two years prior to 

Demonetization, direct tax collections have increased 6.6% and 9% respectively. In the next two 

years, post Demonetization the increase by 14.6% (part of the year before impact of 

Demonetization in 2016-17) and an increase of 18% in the year 2017-18. 

Similarly, in the year 2017-18, the tax returns filed reached 6.86 crore, an increase of 25% over 

the previous year. As per 2018 data, as on 31-10-2018, already 5.99 crore returns have been filed 
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which is an increase of 54.33% compared to the previous year till this date. The new filers added 

this year are 86.35 lakh.  

In May, 2014, when the present Government was elected the total number of the filers of income 

tax returns was 3.8 crore. In the first four years of this Government, it has increased to 6.86 

crore. By the time, the first five years of this Government are over, the assessee base or the IT 

return filing people will be close to double of what it was in 2014 when Modi Govt. Came to 

power. 

So, with almost 3.5 crore New IT Assesses (as against 3.8 Crore in 2014 – almost double) in past 

2 years and many of them professionals like us; so I thought why not take up this topic and a 

couple more following this in the 2
nd

 aftermath anniversary of Demonetization or the 2
nd

 

Demonetization Jayanti.  

 

DISCUSSION 

The tax helpline of www.cleartax.com (a Tax saving and e-Fling Portal) continuously rang for 

10-15 days, 24 × 7, since the morning of 9
th

 November, 2016 when Indians woke up to a bad 

dream of demonetization of Rs. 500 and Rs. 1,000 notes (The ‘disaster’ for many which 

happened on 8
th

 November, 2016 at 8pm). People called up the helpline to know how they could 

declare the cash they held (read: unaccounted cash aka the black or undeclared income) without 

incurring a tax liability. An honest taxpayer had nothing to fear even then. People (who could 

explain the source of the cash) didn’t need to panic if they had Rs. 500 and Rs. 1,000 notes lying 

with them (sadly, there were very few such individuals). They could go and deposit it in their 

bank account, but the Govt. repeatedly warned that the cash they deposited in the bank should 

match the income declared in their IT return. There lied the catch. Banks were told to give details 

of more than Rs. 2.5 lacs deposited with a PAN number (in multiple accounts). Any mismatch 

with income declared by the account holder was to be treated as a case of tax evasion. 

Misreporting of income was to invite a penalty of 200% of the tax payable under the new Section 

270(A) of the Income Tax Act. The deposits between Rs. 3 – Rs. 5 lacs were supposed to be at a 

less risk position because the tax and penalty would still have been within reasonable limits, but 

those who deposited a larger sum had to eventually pay a huge sum as penalty. The effective tax 

for someone depositing Rs. 20 lacs was 63.5% (Rs. 12.7 lacs) and it kept rising as the amount 

increased. The Govt. of India had launched IDS (Income Declaration Scheme) from 1
st
 June 

2016 – 30
th

 September 2016 giving an opportunity to all to declare undisclosed income by 

paying only 45% tax with no questions asked. Those who didn’t comply with IDS faced the 

music in the form of Demonetization on 8
th

 November 2016. They were then stuck as to declare 

or forget the undisclosed money (throw away) otherwise, they will have to answer a lot of 

questions from IT department and pay a higher tax with no immunity whatsoever from 

prosecution as well. There was so much awareness created by Prime Minister Narendra Modi 

and IT department for the IDS 2016 on all kinds of media viz. Radio, TV, Cinema Halls, 

Facebook etc. where they had repeatedly exhorted people to come clean under the Income 

Declaration Scheme, but only a handful cared for the same. Going by the past history also, 

between 1951 and 1997, 10 such amnesty schemes had been announced to declare unaccounted 
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money, most of which were misused. Dishonest people who did not pay taxes declared 

undisclosed incomes and assets and got away with paying lesser than normal taxes with all the 

immunities. Only two of these schemes were seen as successful – the income declared under 

amnesty circular 1985/86; Rs. 10,778 crore and VDIS (Voluntary Disclosure of Income Scheme) 

1997; Rs. 33,000 crore. Very well acquainted with the past history of such exercises, the Prime 

Minister Narendra Modi had even voiced angrily in September 2016 dishing out his further 

intentions very clearly “You may have made mistakes with whatever intentions. Whether it has 

been done willingly or unwillingly, here is your chance. Come into the mainstream, no one 

should blame me if I take tough decisions after the 30
th” (30

th 
September, 2016). The Prime 

Minister’s tough line, however, did not evoke even the much desired late response. Alas, not 

many understood the upcoming Tsunami as only about Rs. 65,250 crore was reportedly declared 

by 64275 declarants under this scheme implying a tax collection (at the penal rate of 45% of the 

undisclosed income) of Rs. 29,362 crore which seemingly huge was still a blip on India’s 

estimated FY 2016-17 income tax revenue of Rs. 3.5 lac crore and then a catastrophe struck on 

the night of Tuesday, 8
th

 November, 2016 at 8pm. Suddenly, Chartered accountants and Tax 

consultants became highly demanded as people with huge cash sought ways to get away (read: 

turning illegal to legal) with the ban on high denomination currency notes. Tax professionals 

were seen to be charging anywhere between 5% and 25% to suggest strategies that could convert 

unaccounted cash into legitimate money, to be then safely deposited in the bank account. Some 

of the commonly used hacks at that time were:  

 

1. Savings of homemaker: Cash was shown as money saved by the housewife out of the 

monthly household budget. A homemaker could also show a reasonable amount as her 

personal pocket money. There was no fixed amount mentioned in the tax laws about how 

much money could be saved like this (there is still not even there), but it had to be a 

reasonable amount and should be commensurate with the total household income and 

monthly expenses. If the taxpayer earned Rs. 80,000 a month and the household expenses 

were Rs. 40,000, his wife should be able to put away Rs. 8,000-10,000 every month. The IT 

department dared that it would launch a scrutiny if the amount saved exceeded 20-25% of 

household budget. 

 

2. Income from tuitions, cookery classes: There was a sudden surge in the number of people 

especially homemakers and college students who started ‘showing’ income from home 

tuitions or cookery classes and was a common trick that people used to show income for their 

wives and adult children. An income of up to Rs 2.5 lacs a year could be shown as earned 

from giving tuitions (exempt income). CA’s and Tax professionals encouraged people to file 

tax returns of the past two financial years – FY 2014-15 and FY 2015-16 (they could file at 

that time with up to 2 years delay) to make their case even more airtight as tax laws allowed 

delayed returns to be filed with just a small 1% penal interest charged for every month of 

delay in case there was some tax due. People/Individuals who had not been filing tax returns 

used this time to file for the previous years’ returns and get on the right track. The 

retrospective honesty allowed such taxpayers to report a higher income the next year 
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considering the normal suggestion by the CA’s to increase nominally every year (a common 

ploy used by CA’s pan India). The IT department again announced that if the income 

reported was too high, the tax department could scrutinize the returns and ask the assessee to 

furnish the further details to verify (names of students). In extreme cases, they will also 

investigate the daily routine of the assessee who claimed to be giving tuitions to 20-30 

students. 

 

3. Gifts from relatives: Another common trick used was to show the cash as gift received from 

relatives. Gifts from certain specified lineal relatives were not taxable if the recipient was an 

adult. However, the amount shown as gift should have been reasonable and commensurate 

with the overall economic status of the household. A family with a monthly income of Rs. 1 

lac may get cash gifts of about Rs. 40,000 – Rs. 50,000 in a year. The IT department 

proclaimed that it if the amount shown as gifts exceeded reasonable limits, it may ask for 

names of giver and scrutinize their sources of income then. 

 

4. Wedding and Mundan ceremonies: Those who tied the knot that year or whose children 

had their Mundan ceremony were also in with some good luck. On these two occasions, gifts 

received even from non-relatives were tax-free. The cash was shown to be gifts received on 

these occasions. Again, a warning from IT department ensued that the sum shown as gift 

should be reasonable and commensurate with the overall economic status of the family. That 

was a double edged sword which could cut both ways because if the wedding was a lavish 

affair where a lot of cash was received, the tax department could also ask for the source of 

the money spent on the wedding and if the amount exceeded the reasonable limits, tax 

department could ask for names of givers and scrutinize their sources of income. 

 

5. Pay advances and loans to workers: Small businessmen, entrepreneurs and even salaried 

people utilized cash to pay advance wages (even up to next one year) to employees and 

vendors. There was no limit to how much cash could be given out like this but it had to be 

reasonable, lest it should create an inconvenience to the recipient. In many organizations, it 

happened that the workers receiving 2-3 months advance payment were tempted to switch 

jobs. At various places, however, business men tried to give loans as well with proper 

paperwork to their needy employees. 

 

 

SUMMARY  

Every government wants to track down black money and undisclosed income and assets for 

several reasons of boosting revenue, sending a clear message to lawbreakers and cleaning the 

system, amongst many others. However, doing so is as difficult as it is complicated as black 

money will always be a grey area in India but there are ways to clean up the system. By its very 

definition, black money is not accounted for, thus, all attempts at its estimation depend upon the 

underlying assumptions made and the sophistication of adjustments incorporated. Among the 

estimates made so far, there is no uniformity, unanimity, or consensus about the best 

methodology or approach to be used for this purpose The sheer size of India’s population, 
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combined with the many ways to avoid tax, the size of the unorganized economy and the use of 

cash for payment make it difficult to create a permanent system to tackle corruption and black 

money. It is a necessary evil as most experts believe that black money keeps the economy going.  

It is because of this pervasive use of black money which helped protect India against a banking 

crisis that gripped most other large economies of world from 2007-2008 which tied them down 

for so many coming years. Given its intrinsic and large role in India’s economy, any effort to 

control black money and bring it under taxation is bound to be a tough job. There are certain 

sectors, such as gold and real estate which are safe havens for black money. Reforms in these 

sectors are an effective way to curb black money. In recent years, the use of technology and 

identification numbers linked to transactions such as the PAN (Permanent Account Number) 

given to every taxable employee along with the mandatory use of the biometric-based unique 

identification number, Aadhaar, are creating a system for the government to track exchange of 

money. Regulation plays another role, for e.g. the creation of SEBI (Securities Exchange Board 

of India) monitors and regulates the stock market. These reforms will take some time to show in 

results, but are an important start. 

 

CONCLUSION 

The bottom-line question still asked is:  

“Why should I pay tax?” 

People argue that they themselves pay for the food, house, travel, medical treatment, for owning 

a vehicle; not only the cost of the vehicle but also vehicle tax and what not. Even on so many 

roads, one has to pay toll tax as well. Compared to western countries like USA and UK, people 

paying taxes get social security as also medical facilities virtually without any cost, but nothing 

in bargain for paying taxes in India.  

Does the Government really do anything for Indian citizens? 

It is true that India does not offer social security and free medical facilities as being provided in 

some developed countries.  

Let’s ponder over the issue with a larger canvass in mind as we first need to understand that we 

are a developing country and appreciate that the Government has to discharge a plethora of 

responsibilities, which include Health care through Government hospitals (usually they offer 

service without any cost), Education (in Municipal and Government Schools, the fee is 

negligible). The Government also provides cooking gas at concessional rate by giving subsidy. 

The major expenditure of Government still is on Defence, Infrastructure development etc. Taxes 

are used by the government for carrying out various welfare schemes including employment 

programmes. There are lacs of employees in various departments and the administrative cost also 

has to be borne by the Government. Though the judicial process involves delay, yet the salaries 

of all the employees, perks of Judges, Magistrates and judicial staff also has to be paid by the 

Government. Considering the above vital duties of the Government, which we really do need to 

appreciate and pay tax as per law. We all have to act like a responsible citizen.  

                A tax payer, in general, feels that taxes are a burden and it is human tendency to avoid 

payment of tax or at least minimizing the tax liability. In earlier years, the tax rates were also 

exorbitant. Prior to Eighties, the rate of Income-tax was as much as 97.75% inclusive of 
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surcharge. But, now the scenario is fast changing. The tax rates have been much lowered, but 

still our country lacks desired tax culture like developed nations. It has been said by Justice 

Homes of the US Supreme Court that "Taxes are the price for civilization". It is time that tax 

is no longer considered as burden but a price for civilization for present generation and for many 

to come in future. 

 

(Series to be Continued) 

 

(We shall continue this series on finance in the Part 7 and Part 8 of this series in 

Volume 2 Issue 4 – Jul–Aug 2019 issue with other topics on finance) 
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