
IJRESS                  Volume 6, Issue 2  (February,  2016)             (ISSN 2249-7382) 
International Journal of Research in Economics and Social Sciences (IMPACT FACTOR – 5.545) 

 

                  International Journal of Research in Economics & Social Sciences 

    Email id: editorijrim@gmail.com, http://www.euroasiapub.org 
 

 

270 

SYNTHESIS OF BLACK MONEY AND VOLUNTARY DISCLOSURE OF INCOME SCHEMES 
(VDIS) IN INDIA- NEW PLANS AND PERSPECTIVES 

 

 

 

Dr Mitali Chinara1 

Department of Analytical a& Applied economics 
 

Professor Jayanta K.  Parida2 

Post Graduation Department of Commerce 
 

Utkal University, Vani Vihar 
Bhubaneswar – 751004, Odisha, India. 

 

 

ABSTRACT 
 

Purpose: 

In India there is dual existence of two economies. One is legitimate economy operated as per state laws. 
The other one has its own set of transactions which are unreported and therefore, untaxed, known as Black 
Money. The accumulation of such heavy heaps of undisclosed and illegal money in a shady manner forms a 
parallel economy. The black money prevails in every other country of the globe, but it is very frightening for a 
country like India. The present paper aims at designing a model approach of curative measures to tackle black 
money menace in India with a view to  minimize the further creation  of black money and bring back funds lying 
abroad for productive use in India. 

Design: 

These being a conceptual paper, all government measures, policies, practices and achievements to 
unearth the black money in India have been thoroughly analyzed to compare their merits and demerits. 

Findings: 

All amnesty schemes since 1951 have delivered mixed results in the sense that a sizeable number of tax 
evaders bow down before the Government pressure and tactics. Besides others like bearer bonds and 
demonetization of high value currency notes, the government came out with VDIS eight times from 1951 to 
1997. VDIS (Voluntary Disclosure of Income Scheme) was a very unconventional but successful step. It was an 
indication of tolerance before hardening the government’s stance to dig out black money and wealth. More than 
3,50,000 individuals along with a sprinkling of companies and firms disclosed their hitherto undisclosed 
incomes. 

Research Implication: 

The proposed model has been designed by taking facts and figures as well as views of few tax authorities 
and tax payers. This may not have the universal applicability; thus a more detail study may be carried out before 
final implementation. 

Social Implication: 

With the help of factual information, a model amnesty scheme has been proposed which may be 
implemented as a last resort to amend tax evaders. Government in a democratic country like India must look at 
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the various political and allied aspects before implementing the scheme. At the same time it is illogical to punish 
a person who knowingly or unknowingly committed a blunder by not adhering to the income tax laws. He or she 
should be given ample opportunities to adopt the path of rectitude and civic responsibility before going for any 
rigid, drastic and harsh measures to arrest parallel economy in India. The larger objectives would be to balance 
the interest of the nation and welfare of the dishonest tax evader. 

Practical Implication:  

India is a nation of 120 crore people and only 3.5 crore taxpayers. The door for compromising with an 
errant tax payer should not be closed. A strong and rigid attitude would not only trigger a sense of militant 
attitude but also would provoke him to take shelter under the court of law. The proposed model has taken all 
these above aspect and if instituted in due consultation with stakeholders, has the potential to bring an 
atmosphere of change on the economic front of the nation. 

Originality / Value: 

The proposed model amnesty scheme is a first of its kind and possesses all characteristics of a good 
scheme which takes both government as well as tax evader’s interest into consideration. The scheme is meant for 
the well being of 3.5 crore tax payers in India. The Government should go for these proactive measures with a 
strong political will.  

Key words :- Parallel Economy,  Black Money,  VDIS,  Hawala,  Amnesty Schemes 

Introduction 
 

Parallel economy, where earnings are unreported and therefore not taxed, is a national disease. This 
money - earned by unlawful means or unaccounted for gets the name Black money. In actual sense, black 
money is an elusive term. It is tainted money which is not clean or which has a stigma attached to it. It is the 
money which is earned by violating legal provisions or social conscience or by evading and avoiding lawfully 
imposed taxes. Black money has become a real threat to the national economy of every country both 
economically, politically as well as socially. Dishonest industrialists, scandalous politicians and cine stars, 
cricketers, even professionals like Doctors, Chartered Accountants and many other affluent citizens have 
accumulated huge amount of wealth to the extent of even more than $100 billion and simply parked them in 
foreign Banks to avoid legal complications arising out of that. It is equally commented that “India’s parallel 
economy is unparalleled” in that by many guess estimates, it is not only as big as the legitimate economy but 
in fact a couple of times bigger. Even experts estimate that the amount of black money ranges from 5% to 
20% of GDP. That is why our country is routinely ranked by Transparency International as one of the most 
corrupt nations of the world. This huge amount as estimated is 13 times larger than India’s total foreign 
debts. It is believed that even after repaying the entire foreign debt, if the rest amount is invested in banks, 
the interest accrued will be more than the annual budget of the central Government. Due to such 
malpractices and exploitation, it is estimated that, 45 crores Indians are dying of starvation or malnutrition. 

In the quest to bust India’s estimated $ 100 billion plus parallel economy the Government of India 
devised many ways and means to fight the menace of black money. It is equally a fact that there are no 
reliable estimates of black money generation or accumulation. By its definition, black money is unaccounted, 
thus any prediction or estimates is merely based on various assumptions. Among the estimates made so far, 
there is no uniformity, unanimity or consensus. There have been wide variations in the figures as reported. 
However, in spite of all differences, everybody agrees with one aspect that there is existence of huge black 
money which has been jeopardizing our socio-economic condition for long. 

 
Black and White Economy -The holders of black money are not only defrauding the state of much 

need resources for development but are also disrupting the economy of any country. Unearthing of black 
money means facilitating  price stability- the basic condition of healthy and balanced growth, reduction in 
burden of taxes on poorer sections  of the society, restriction of deficit financing and above all, the de-
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concentration of wealth in the hands of few so as to take up more ambitious social developmental projects. 
More and more tax revenue increases the revenue collection of the government thereby reducing the 
inflationary pressures, minimizing the economic inequalities, encouraging exports and diverting investible 
funds from unproductive purposes like gold, land, building, shares etc to productive enterprises. Black 
money being the cheap money as it has not suffered reductions by way of taxation; it is quite natural that the 
holder uses the same for lavish expenditure and conspicuous consumption in an economy confronted with 
rise in prices and economically unhealthy speculation in commodities. The leakage of foreign exchange due to 
such unwanted and unwarranted activities distorts our balance of payment position. This, on the other hand, 
tends to defeat the sustainable economic policies of the Government by ineffective implementation in the 
field of credit and investment. 

In recent years the problem of black money corroding the economy is becoming more acute and 
severe. To keep it in check, the Government has been continuously striving hard to detect and curb the 
generation of black money and ultimately to bring back the same to the main stream of the economy and stop 
its further generation for strengthening the economy. The change in administrative set up in tax department, 
amendment of IT Act, demonetization of high value notes, enactment of the taxation of Income Investigation 
Commission Act 1947, Voluntary Disclosure of Income Schemes, Block Schemes, Taxation law Ordinance, 
1965, National Defense Golden Bonds, 1980, Special Bearer Bonds Act, 1981 and many others are important 
few legislative measures adopted by the Government from time to time to manage the obstinate economic 
issue of black money. The intention of the Government was to legalise black money without any severe 
penalty to defaulters. Whereas some were able to give desired results, others were thrown out by the evaders 
due to their inherent stringent content. However, the Government managed in getting some encouraging 
responses in this regard if not fully still partially. They were able to create consciousness among the general 
public about the ill effect of black money and how they are being exploited and debarred from getting their 
legitimate due for this immoral and illegal behavior of a few in society. This led to serious public reaction 
more specifically by the social activists who remained at the forefront and developed consciousness among 
the common masses to fight such a menace of chronic cancerous proportions. The nonviolence method of 
Dharana, Slow and Stop work and many other modes of protest from every corner of the country forced the 
government to take tough steps against unidentified criminals by hauling them up with the help of drastic 
legislative intent and sincere social and political will. 

 

Review of literature:- 
 

A lot many studies are being conducted nationally and internationally to study the various aspects of 
black money and its impact on the economy. Even Parliament and various academic and non-political forums 
have gone ahead in putting the agenda in their intellectual platforms with an intention of making the country 
free from the clutches of black money. Some of the important outcomes of the study pertaining to the black 
money have been appended below for reference. 

 

Finance Bill of 2016 Presented in the Parliament 0n 29.02.2016 : The Finance Minister while 
presenting his budget speech on 29.02.2016 clearly spelled out that “ here is the final chance for the tax –
evaders to come clean. He threw open a compliance window under which domestic tax payers can clear up 
their past transgressions by paying tax at 30%, surcharge at 7.5 % and penalty at 7.5%. This adds up to 45% 
of the undisclosed income”. 

 

Debate on Finance Bill (2015), Replying to the debate on the Bill in Parliament , Minister of State 
for Finance Ms. Nirmala Sitharaman said, "I would like to put on record that experience shows that when you 
bring in voluntary disclosure of income schemes (VDIS), it discriminates against genuine taxpayers."Those 
who do pay tax are disincentivised, she said. "... it goes against honest taxpayers and it may even be 
discriminatory. So, it (VDIS) may not be a very conducive path for recovering more taxes,"  

Rani,et al.(2014) In her article “Black Money In India – A Conceptual Analysis” tried to give an 
overview of Black money of India. It is a conceptual study based on theoretical foundation about Black Money 
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in India. She showed how black money is affecting the Indian economy. The study found that the growth of 
Indian Economy has been paralyzed due to the infusion of Black money in the parallel economy and also the 
per capita income of the people has not been growing in line with comparable developing countries. 

 

White Paper on Black Money (2012), tried to place the facets and dimensions of black money and 
its complex relationship with the policy and administrative regime in the country and also to present the 
policy and strategies and frameworks that the Government of India has initiated to tackle this issue. The 
intention of this paper was to give a clear political consensus regarding the future course of action. This 
paper has clearly discussed the generation and estimation of Black money and mentioned how the 
Government body or institutions are taking initiatives to control over this. It has also been discussed what 
rules and frameworks have been implemented to tackle this. 

 

Arora (2012), focused on the present status of black money in India and its future challenges. It 
described the sources of black money generation, its uses, the framework, policy options and strategies that 
Indian Government should adopt to tackle with this issue and also describes the future challenges to be faced 
by Government in this context. It has also been mentioned about corruption as one of the main reasons 
behind generation of black money. 

 

Chowdhury (2011), in his article “Causes Of Black Income in the Indian Economy and the Impacts of 
Black Income and Parallel Economy” provides a complete detail on the causes of black money and parallel 
economy and stressed factors like high rate of taxation, hawala route, real estate transactions, and rigid tax 
laws without flexibility as the main channels of black money. It has also stated about the ill-effects and 
impacts of the black money in the Indian economy. The article has discussed various policy measures taken 
by the government from time to time to unearth black money and the measures taken to and curb black 
money in the country. 

 

Behera(June, 2011)This study has discussed the issues of black money in India and the reason i.e.   
the administration and power crucially underneath the pressure of crime, irresponsibility, corruption, 
spamming and poverty. This article has pointed out some essential points about the origin and causes of 
black money in India and the remedy to corruption. 

According to Khanna (2011), India has been suffering from the problem of black money for a long 
time. But now there is a lot of pressure on the authorities to act in a decisive manner to restore the black 
money which has been stashed in the foreign bank accounts [known as tax havens]. It is important for the 
government to take necessary steps as soon as possible to find a solution to this matter. 

 

Venkiteswaran(2011)’s article explains the various aspects of black money i.e. defining black 
money, generation of black money, how black money is transformed and used as normal money, and need to 
tackle black money menace in a country like India. He also visualized the long term effect of the black money 
on the common masses. 

The study by Sarkar (2010) has made an attempt to show the overall profile of parallel economy in 
India and its causes and impact as well as government initiatives. The study focused to mention the overview 
of Black money in Indian and its international contexts. The paper suggests that recommendations of the 
commissions or laws set up in different period by the government should be properly implemented for 
reducing bad effects of black economy. 

 

Direct Taxes Enquiry Committee (1971), appointed by the government of India in 1971, 
recommended various measures for unearthing the black money, checking tax evasion and reducing tax 
arrears. The report suggested reduction of the tax rates, simplifying the structure of tax, enforcing of law 
strictly and punishment of tax evaders responsible for the generation of black income as some of the vital 
issues that must be addressed if at all the country wants to develop. 

 

Wanchoo, (1970),opines “While in the western countries, tax evasion is regarded as a social crime, 
in India it is regarded as a feat of intelligence and cleverness evoking admiration.” He further reiterated that 
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“tax evasion and black money has in fact given rise to a parallel economy operating simultaneously and 
competing with the official economy. This parallel economy has over the years grown in size and dimension 
and even on a conservative estimate, the amount of black money in circulation runs into some thousands of 
crore. 

 

How white turns black: -In India it is believed that black money is an off-shoot of tax evasion. No 
doubt, tax evasion is the major cause but there are many other causes which too contribute in bigger ways for 
accumulation of such black money. Tax evasion and avoidance is a common problem in almost all countries 
of the world. Tax evasion entails deliberate misrepresentation or concealmentof income which is the result of 
inefficiency and ineptness of the tax administration and sick mentality of the tax payers to pay less or even no 
tax as the source is not legitimate. Tax avoidance is the immoral dodging of one’s duties to society to find out 
the loop holes, lacuna and short comings of the tax law in order to avoid payment of tax due. As we have the 
most complicated and voluminous tax law, concomitant flaws in the laws are inevitable. Hence it leads to the 
generation of untaxed money. There is unmistakable evidence of tax evasion inspite of several measures 
taken by the Government. 

 

High rate of Tax:- High rate of taxation is also one of the important reasons of tax evasion. The 
perception and the suspicion of the tax payers that their hard earned money paid in form of taxes are 
improperly utilized by the Government restrain them from paying taxes. It is 1997 the rate of property tax 
was as high as 97% is clear evidence of the fact. It is equally true that the tax rate in India is comparatively 
high leading to disproportionate tax evaders. While in western countries, tax evasion is regarded as social 
crime, in India it is regarded as a feat of intelligence and cleverness often evoking admiration. 

 

Hawala Route:-Illicit international trade transactions are usually held through hawala market. They 
convert their domestic money into foreign currency at much higher rate (23-25%) than the official market 
rate. The same money is remitted to international dealers in illicit trade like drugs, weapons, gold etc. These 
foreign currencies are purchased by big business men who utilize the same in under- voiced imported goods 
and avoid the custom duty to the extent of 80%. Daily hawala transactions are known to run into billions of 
dollars, robbing the government of tax revenues. 

 

Government Control:-Quantitative and qualitative restrictions are very common in our country in 
the form of permits, licenses, quotas, price control, tariff and non-tariff barriers. While public sector units are 
free from all sorts of control, private players are vulnerable to all the above controls. In such a situation 
private units are virtually harassed due to such policies and are even forced to sell below their cost at a 
negative margin. To deal with this type of situation, traders adopt various illegal practices like hoarding, 
artificial shortage etc and on demand sell the same products at much higher prices than that fixed by the 
Government through indirect routes generating lakhs and crores of black money. 

 

Illegal Activities:- Black money arising from illegal activities such as crime and corruption has an 
underlying social element. The criminal component of black money may include proceeds from a range of 
activities including racketeering, trafficking in counterfeit and contraband goods, smuggling, production and 
trade of antiques, forgery, illegal mining, illicit liquor trade, robbery, human trafficking, prostitution and 
social expectations of surpluses but due to their nature it remains untaxed and add to the volume of black 
money. 
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Source: White paper on Black Money, Ministry of Finance, Department of Revenue, CBDT, New Delhi, 

May 2012, pp – 4. 
 
Professionals:-Physicians, educational institution builders, lawyers, engineers and cine-personalities 

are providers of certain essential services who are the bigger tax dodgers in a country like India. In the name 
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of health services, hospitals and doctors exploit patients medically and thereby economically and extract 
crores of rupees in fraudulent manner which do not get reflected in their incomes. Similarly undisclosed 
donations for taking admission in professional courses like medical, engineering and management courses by 
the aspirants, inflated coaching fee/tution fee collected by the professional tutorial houses generates sizeable 
amount of earnings without any record. Similar are the case with many film producers, distributors and cine-
artists. In the name of entertainment they undertake many under- the- table transactions which are left 
beyond the purview of tax sleuths.  

 

Real Estate Transactions:- In Indian urban sector, the value of real estate sector grows in 
geometrical progression. Due to extra ordinary rate of return, many investors prefer to park their hidden 
funds in acquisition of land and building for resale purpose. On disposing the same at much higher prices, 
they register the property at the prices fixed by the Government. Thus a vicious circle is being established in 
the sale and purchase of different kinds of property. This ‘Pugree system’ of transaction is another source of 
black income circulation by providing scope for its outlet by purchaser and absorption by seller. 

 

Political Party:-It is an established fact that there exist a strong binding force between the politicians 
and business as they are widely accepted as the two pillars of an economy. Both the groups have their vested 
interest on quid- pro-quo basis. When businesses expect all sorts of concession, incentives and favour from 
government besides management of law and order situation created by the local unsocial mobs for smooth 
sailing of their business, politicians, the political parties on the other hand, demands big ticket sponsorship to 
fight election and favoritism in different forms like donations involving huge financial burden to the business. 
This nexus between business and politician promotes the illegal and parallel economy. Business will have no 
other option than to manipulate the accounting record in their favour to meet such expenditures which are a 
necessary evil for running the business.   

 

Soaring Inflation: -Inflation is a catalyst for promoting black money in any economy. The rising 
prices of goods and services and consequently the falling demand for the same creates such an economic 
disorder that many corrupt business houses generate huge profit out of the negative market situation. Due to 
stringent law in operation in the country they just cannot disclose such extra ordinary profit for fear of the 
legal consequences. 

 

Voluntary Disclosure Schemes and Black Money 

Any income or money garnered through illegal income that has been kept in the ‘dark’ to be eluded 
from taxation is labeled as black money. Black money does not just affect the macro economy by functioning 
as a parallel economy but it also affects the common man in his day to day life. The huge legitimate revenues 
that the country sacrifices could have been utilized for micro planning the country’s welfare measures. 
Significantly it also has negative impact on the forex reserve of the nation, which is a serious concern for the 
Government. Keeping that in view, the Government has been trying its best to design varieties of remedies in 
form of comprehensive laws to unearth black money. Any plan or action to address the issue of black money 
should aim at three things: 

a) Who are the holders of black money, 
b)  Bringing back the same parked offshore, and  
c) Create a conducive environment with strong and legislative measures so that generation of 

black money may stop or may be  reduced to a large extent. 
While the first two are offensive measures the third one is curative in its approach. So far as the first 

step is concerned, the Government of India does not have any concrete data on who are the culprits, where 
from they managed to generate such huge amount to their credit and above all where and how they moved 
such funds and deposited in their credit in foreign banks. Government has been putting all its efforts in 
extracting this information. It has engaged reputed financial institutions to undertake similar studies. The 
country has also started negotiations of Tax Information   Exchange Agreement with 22 identified nations 
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and exchange of banking information and tax payers with 65 countries. Government has signed a protocol 
with Government of Switzerland to enable India to access the accounts of Indian tax evaders in Swiss Banks. 
Very recently in the month of June 2015, Government came out with new, strong and bold legislation with the 
intention to handle the culprits in a very comprehensive manner. 

Converting black money into white is called money laundering and it is done by paying the due tax. It 
is not that simple as it may sound to all of us as hardly a handful of persons are coming forward to accept this 
method unless they are legally asked for or compelled to face the severe legal actions. Still government of 
India has softened its stance many a times and has incentivized the defaulters to accept the smooth way of 
money laundering with very little or no action on them. These measures have been devised and implemented 
by the government in form of policies to unearth and legalize black money in the Indian Economy. 

Realizing the causes of black money and its importance, the government, under this scheme, offered 
the tax evaders an opportunity to disclose their undisclosed income before the Income Tax authority on their 
own. In lieu of the voluntary disclosure, Government offered them dual benefits such as i) immunity to the 
guilty from any kind of investigation regarding the sources of the black money and, ii) 10% lower tax rate 
than that of the normal rate on the tax payers. As a result, this policy encouraged the tax evaders to pay tax 
and come clean and also escape from any kind of legal prosecution. It was also an opportunity to convert the 
black money into white. This scheme has been modified many a time to suit the changing demands and 
attract more and more evaders to avail the scheme in spite of the criticism that VDIS are majorly unfair 
towards honest tax payers. 

 Table 1 
Curative Measures and Black Money Recovered           (Rs. in Crores)  

Sl 

No 

VDIS / 
Years / Schemes 

Objectives 
Black Money 
Detected 

Noof Cases Tax Collected 

1 1951 - Income Disclosure 70.20 20912 10.89 

2 1965 – VDIS - 1 Income Disclosure 52.18 2001 30.80 

3 1965 – VDIS - 2 Income Disclosure 145  19.45 

4 1975 – VDIS – 3 Income Disclosure 746.07 258992 249 

5 VDIS – 3 Wealth Disclosure 844.72  7.70 

6 1985 VDIS – 4 Income Disclosure 2840.37 153990 388.03 

7 1985 VDIS 4 Wealth Disclosure 7837.97  70.76 

8 1997-VDIS-5 
Income  and Wealth 
Disclosure 

33289.67 470000 9745.42 

9 2015-VDIS-6 
Income and Wealth 
Disclosure 

4417  2488 

10        2015 Amenstry Scheme 638 638 4147 

11 1978 
Demonetization of 
Currencies 

160  70 

12 1981 Special Bearer Bond 400  160 

Source: Compiled from various websites, Times of India- 1st March 2016. 
The major VDIS have been as follows: 
 

A. Voluntary disclosure scheme of 1951: Under this scheme, 20912 cases were detected. The total amount 
of black income withdrawn from the economy amounted to Rs.70 crore. The government was successful 
in its first attempt to recover the tax up to the tune of Rs.11 crore. 

B. Voluntary disclosure scheme of 1965: At first, the scheme was redefined as to the rates of marginal 
taxation of the black disposable income of the people. After much argument, the government fixed it at 
60% on the total income of the tax evaders. It gave the government a revenue of Rs.31 crore from the 
total amounts of Rs.52 crore revealed by the only 2001 tax evaders. 
Another scheme called the "black scheme" was introduced under which there was no fixed rate of 
taxation. Just like the present progressive rate of taxation, various slabs were fixed based on the total 
amount of black income held by the people. 
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C. Voluntary disclosure schemes of 1981: A separate National Housing Bank was opened for the tax 
evaders to give them a chance of earning the income from the conversion of their black money into 
white. They could deposit the required amount in the bank and they shall not be asked about the 
sources of raising such funds. It promised them a complete immunity from any sort of enquiry from any 
of the branches of investigation of the government. In this scheme, the government made it a rule that 
60% of the total deposits of the tax evaders shall be payable to them in the legalized form. Thus, 
indirectly the rate of taxation was almost 40% on the black disposable income. This scheme proved to 
be quite beneficial for the government and yielded Rs.120 crore. 
 

D. Voluntary Disclosure Scheme of 1997: The idea of launching a tax amnesty scheme was helped by the 
fact that the National Development Council (NDC) had already suggested that the government should 
think of a scheme to harness black money for the purpose of productive uses. Under this VDIS, 
irrespective of the year or nature of source of funds, amount disclosed either as cash, securities or 
assets, whether in India or abroad, was to be charged at the highest tax rate. The scheme was widely 
marketed across states and state governments were to be endowed with 77.5% of proceeds from the 
VDIS. Interest and penalty waivers and immunity from action under income tax, wealth tax and Foreign 
Exchange Regulation Act laws were offered as part of the bargain to declarants under the scheme. The 
government netted Rs 10000 crore as tax proceeds, apart from plenty of jewellery deposited. The tax 
mobilization far exceeded that of the VDISs of the past. 

 
E. The Abridged VDIS scheme of 2015: The NDA government that came into power in 2014 launched a 

crusade against black money as a key plank of its electoral agenda. To buttress their commitment 
towards this objective, the Undisclosed Foreign Income and Assets (Imposition of Tax) Act was passed. 
The scheme applied to Indian citizens alone and not professionals or NRIs abroad and pertained to 
income and returns on assets held abroad and not domestic sources. A compliance window of 6 months 
duration was provided within which incomes from sources abroad and assets held outside India could 
be declared by tax assessees subject to 30% tax and an equivalent rate of penalty on undisclosed 
amounts. Beyond the compliance window, 90% penalty and 30% tax would be charged on any overseas 
asset or income not declared, apart from one time pecuniary fines and jail terms. With total disclosures 
of Rs 4147 crore, tax and penalty mobilized from the move was close to Rs 2488 crore till the 
compliance window was operational.  

 
The aforesaid scheme was not a patent amnesty scheme since it differed from a typical one on 

two counts – provision for waiver of tax and penalty and facility of keeping confidential the names of 
those who make a disclosure. In comparison with the VDIS of 1997, the scheme was dubbed a great 
failure. Major differences between the two schemes (1997 and 2015) are listed in Table 2. 
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Table 2 
Subject VDIS 1997 UFIAIT 2015 

Number of Declarants 4,75,133 638 

Total Amount Declared in 

Rs Crore 
33,289 4147 

Amount of tax and penalty 

collected in Rs Crore 
9745 2488 

Compliance Period 6 months 3 months 

Tax Rate 35% for firms, 30% for others 30%(tax) + 30% (penalty) 

Immunity 
From I-T Act, Wealth Tax Act, FERA, 
Companies Act 

I-T Act, Wealth Tax Act, Companies Act, 
Customs Act 

Applicable to 
Cash securities or assets in India or 
abroad Undisclosed assets and income abroad 

Source: http://www.thequint.com/india/2015/10/07/voluntarydisclosureofblackmoneycomparing-
1997and2015 

Ultimately, the efficacy of VDIS hinges crucially on government’s investment on tax information 
infrastructure and its ability to network tax-avoidance related information from countries overseas. 
Government of India has been proactively pursuing signing such agreements with sensitive and tax-evasion-
prone countries – prominent among them being Bahamas, Bermuda, British Virginia Islands, Isle of Man, 
Cayman Islands, Jersey, Macau, Liberia, Argentina, Gibraltar, Bahrain and Monaco – apart from major 
economic partners such as US and economic groupings such as OECD and ASEAN. 

 

Model of a Proposed Amnesty Scheme, 2016 

In line with the existing VDIS, some additional measures may also be taken to make this scheme more 
acceptable, effective, efficient and useful. According to the present act, the evaders should be given a last 
opportunity to confess black money and assets they parked abroad or concealing in India. They must pay tax 
at the maximum prevailing rate on the defaulted amount. To appease the honest tax payers, the entire black 
money declared should be invested in Government securities or bonds, at least for a period of ten years, 
without any interest to compensate the penalty supposed to be paid. There should be no provision of legal 
immunity to hoarders of black money till a definite period. And the disclosures so made should be completely 
kept secret to safeguard the image of the tax defaulters. If the  defaulters  so wish, they can borrow maximum 
of 50-60% of the black money confessed and invested in Government bonds, with prevailing rate of interest, 
to carry on their existing business run with the black money. Further, a definite period, suitably one year, be 
decided beyond which no case of accepting black money will be entertained. If persons possessing black 
money fail to comply with the above, they shall be imprisoned at least for a period of 5 to 10 years depending 
on the quantum of black money. The entire asset in any form after that specified period, if detected, be 
treated as national property and there should be no scope for appeal. Last but not the least, the person and 
the business or the activity carried out by the holders should be blacklisted for all time to come. 

 

Conclusion 
 

India is a sovereign democratic republic nation. It is the biggest as well as the oldest democracy in the 
world. It is being governed by three pillars namely politicians in power, independent judiciary and various 
people centric laws and regulations. Like other developing nations of the world, black money is a big black 
hole in the Indian economy functioning concurrently (parallel) with legitimate economy by contradicting the 
national objectives and goals. This parallel economy is multiplying in volume as well as in number of 
defaulter’s consequent upon which it is inflating in geometric progression and downsizing the revenue 
receipts of the Government to take up any societal development measures. The ill effects like terrorist 
financing, drug trafficking and many other illegal activities stall the development process of the nation. 
Government’s strategies, since independence, to curb the black money hardly brought any changes in the 
dimensions of black money. However, social uprisings and revolutions in recent years did force the 
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Government to promulgate the much awaited act with strong measures like imprisonment for more than ten 
years, confiscating of property and others. The intention behind such strong steps is that the Government just 
cannot wait for too long with a soft stance to let the black money holders grow at the cost of the nation’s 
progress. This hard stance of the Government has been welcomed by one and all of the society and hopefully 
these steps will help earn a lot of dividend which was not possible in earlier mechanisms.  

However, we should not forget that we are living in India – a country where people are above 
everything. Ultimately, there is human face to be reckoned with. The gravity of the situation is such that the 
tax payers, who have knowingly or unknowingly strayed away, cannot just be penalized as per the law and 
should be given sufficient scope and opportunity to join the main stream by confessing and settling the issue 
with tax authorities. The above model scheme may be initiated with some modifications after inviting public 
suggestions if any before the implementation of the so called draconian law in the eyes of the tax evaders as a 
last chance to cleanse their portfolios. 
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