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VOLUNTARY DISCLOSURES SCHEME

T suuer in approach in the tack-
Mg of e menace of black money
dlier the stringent measures like
gewches anel seizurcs, rofds and
Jags an the knuckles hove I‘n‘ﬂ'-'ml
wavailing against those who have
maped rich rewards from evasion,
paict bart have a mixed recep-
m, The scheme envisages decla-
nibon between Sth October and
bzt December 1975 of undésclosed
Ieome in wealth and payment of
b therson ot preseribed  rates.
Ineome, which had not been dis-
dosed, or  which had  escaped
baation  in  the | previous years,

ples ranging  from 23 to 60 per
il In achdition, the declarant is
lqnmul to deposit within 30 days
ol the declaration, o sum egual to
48 per cent of the declared income
b spproved securities for utiliza-
tien in projects of high social prio-
#y. There will be no liahility
b wealth tax on declared income
i mxpect of past years.  Besides.
fere will he no - assessent pro-
mobings relating to declared in-
mmes, nor will any penalty or
psccntion be attracted in respect
Teererl.

B hod been contended in the
ot and will no doubt be repea-
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teed again that concesstons olfered
o tux  dodgers  are, in ellect, a
premium on dishonesty, a compro-
mise with sin  wul  Incentive bo
further tax evasion o Foture,
Apart from the general criticism,
it may be amgued that compared
to the rates of Income-tax rising

up to 93 per cent prevailing car- °

lier, when most of the nndisclosed
incomes  accrued,  the masimum
rute of GO per cent levied on the
highest lbracket will amount to
serving honey on a stolen coke. It
might make honest tax-payers
regret the practice of virtve in the
past. There is also a dunge: that

I:uh-:I:. meney may be split ameng

saveral members of the Fumily and

declared v order to atteact Jower
rates of  tuxation onoeach decls-
rant, Thiz will have the efect of
nok enly  reducing . receipts ol
income-tax, but alo of escaping
gift tux which would otherwise be
payable on transfer of legal money
te other members of the Family.
The scheme s, therefore, neither
fool-proof nor knave-proof,

Without minimizing these ob-
jections, the scheme has to he

- weighed against the serious pro-

biems and ﬂls'h:-rt'i:}ns fnua:d L
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hlack money Lo the econcmy of
the comntry,  Guestimates of black
movigy vary from Rs 7,500 erores
ty I ﬂ-':i'.ﬁ crores gnd no precise
determinuation s possible. The
pressures exerted by money cireu-
lating outside the banking and
wccounting system  of the country
ar prin:'ugh:m made a mockery of
controls - and  regulations  and
planning has gone awry all along
the line. Black money proempts
scarce and comfort poods b s
owners and  deprives the vulner-
able sections of society of their
legitimate share of goods and ser-
vices. Experience has shown that
the economy cannot be regulated
so long s the menace of black
mongy - persists,  TE s, therefore,
o Jonger o choice between two
gootl or good and better schemeas,
but & choice between two evils,
one resalting from o compromise
with dishonesty and evasion and
the other causing havoc by the
unbridled  operation of Thlack
muney in the economy. Hence,
every effort that seeks to solve the
problem of hlack money or even
a partinl reduction of its volume
should he  weleomed., If bBlack
money could be channelled nto
Franitful I_n't,u;].lu,.'l't',-e nﬁti!.-:lty, it weill
go & long way in easing the eco-
nomy and accelerating its growth.

Experience during the previous
voluntary disclosure schemes has
been disappointing. The totul in-
come disclosod during  the earlier
schomes amounted only to Hs 267
croves  wiid  the tx  gathered
therefrom was negligible but the
earlier schemes scared the nsses-
sees, as the disclesures became the
starting point of further investi-
gutiom, nssessment, penalties and
prosecution.  The tax  authorities
regarded the disclosed income as
the tip of a fosting fceberg, the
bulk of which wus concealed
undler witler .'|.||-:_] \\'.ill'ltrl';.'l;l lia DEH,I.'II
the bottom of it thes causing more
horassment to  the  declarant,
Since the present scheme savés the
declurant further assessment pro-
ceadings,  penalties  and  prose-
cution and even from wealth tax
on wndisclosed  income, it shonld
provide greater incentive for the
conversion of  black  meney into
legal money and prove more ellec-
tiva than the earlier schemes,

Even assuming that the entire
black  money i operalion s
legitimized through the voluntary
disclosure  scheme, the economy
will mot pick up as leng as Faci-
lities exist for further scoretion of
black money, Unless the root
cause of generution of black
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money 5 climinated, the problem
will recur with  greater  intensiy
anel at muoch shorter intervals than
before,  In our view, not all block
meney is evacled tux. Black money
Initiuljil}r represented the difference
[setween the higher market price
wl the controlled price of a com-
molity which conld not be brought
intn aceount and therefore did nat
sulfer tax  therson.  Since hiack
money cannot  change its colour,
it haz swelledd  into such propor-
tions as to throaten the monetary
systemn.  One of the wavs to avoid
averetinn of black maoney 15 1o da
wway with controlled prices except
in respect of essentinl commedities
distribobed through o peblic dis-
tribition svatem and too intreduce
the element ol  competition and
free market in the economy,
Generation of black monoy is an
inevitahle consequence  of non-
essentiol controls,

Imdin is not the only countey
which has 1o tackle the prahlem
of Black money.  After the Second
Weonld  War, o nomber of ooon-
triey were fueed with similar pro-
blems arising  from  war poofils
Belginm, for instance, exempel
imvestment  in housing flml'll
scruting of the source so that the
illepsl money may at lonst go o
alleviste the ravages of war, Sug
pestinng of this kind have been
macle in Purlinment even as early
as 10505 but hove been  tumesd
down by the Government on
purely moral grounds,

A scheme for the issue of pre
mivm bearer bonds may be even
mwre attractive than the voluntury

disclosure  scheme, i that  the
ancuymity  will e maintalned,
bt such bonds will suffec from

tx iilinmity that premiom hos b
lwe umiform gl that the principe
of  peaided  toxation  cannot e
applied to the  varving  amouns
disclosed, We believe that purs
sell-interest as well s the atteae
live terms of the present volanta
diselosure seheme will induce the
holders of hlack meney to take
bvantage of it and - reguloie
their -~ accounts, but if even this
penerons offer fails to attract hiack
money into the oormel ehannel,
e Blame will ‘not e ot the doors
uf the Covernment,




