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Abstract Manuscript Information 

The Income Declaration Scheme (IDS), 2016, introduced by the Government of India under 

Chapter IX of the Finance Act, 2016, represented one of the most significant tax amnesty 

initiatives undertaken to address the persistent challenge of undisclosed income and assets, 

commonly referred to as black money. The scheme provided taxpayers with a limited-time 

opportunity to disclose previously unreported income and assets by paying tax, surcharge, and 

penalty amounting to 45 per cent of the declared income. In return, declarants received 

immunity from prosecution under specified tax laws. This paper critically examines the 

objectives, structure, implementation, outcomes and policy implications of IDS 2016. Drawing 

upon government reports, policy documents, and scholarly interpretations, the study evaluates 

the effectiveness of the scheme in broadening the tax base, improving voluntary compliance, 

and generating revenue. The findings suggest that while IDS 2016 succeeded in eliciting 

substantial disclosures and contributed to enhanced tax compliance, its long-term effectiveness 

remains debatable due to recurring concerns regarding moral hazard, equity, and the 

sustainability of tax amnesty programs. 
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1. INTRODUCTION 

Tax evasion and the generation of black money have 

historically posed significant challenges to India's fiscal 

administration. Black money refers to income earned through 

legal or illegal activities that is concealed from tax authorities to 

avoid taxation and regulatory scrutiny. The existence of a 

substantial informal economy undermines tax collection, 

distorts economic statistics, weakens governance, and creates 

inequities among taxpayers.  

Tax amnesties have been widely used across jurisdictions as 

instruments to curb black money by improving tax compliance 

and recovering lost revenues. The theoretical justification for 

tax amnesties lies in reducing the cost of compliance for 

evaders while simultaneously increasing future enforcement 

credibility. 

In response to the problem of black money, successive Indian 

governments have implemented various voluntary disclosure 

and tax amnesty schemes from time to time. Some schemes are 

listed below: 

 

Voluntary Disclosure of Income Scheme (VDIS), 1997 

The Voluntary Disclosure of Income Scheme (VDIS) 1997 was 

among India's largest tax amnesty programs. It allowed 

taxpayers to disclose previously unreported income by paying 

tax at concessional rates. 

The scheme generated substantial disclosures; however, it was 

criticised by the Comptroller and Auditor General (CAG) and 

various scholars for rewarding tax evaders and undermining tax 

equity. Critics argued that honest taxpayers were effectively 

penalised for their compliance. Compared with VDIS 1997, 

IDS 2016 imposed a significantly higher effective tax burden. 

While VDIS offered relatively favourable rates, IDS required 

payment of 45 per cent of disclosed income, thereby reducing 

the perception of excessive leniency. 

 

Black Money Compliance Window, 2015 

The Black Money (Undisclosed Foreign Income and Assets) 

and Imposition of Tax Act, 2015, introduced a compliance 

window specifically targeting undisclosed foreign assets. 

Although the compliance window generated disclosures, 

participation remained relatively limited. IDS 2016 expanded 

the scope by covering domestic undisclosed income and assets, 

thereby addressing a much larger segment of hidden wealth. 

 

Pradhan Mantri Garib Kalyan Yojana (PMGKY), 2016 

Following demonetization in November 2016, the government 

introduced PMGKY as another disclosure mechanism. Under 

the scheme, declarants were required to pay tax at 30 per cent 

of the undisclosed income, a surcharge known as the Pradhan 

Mantri Garib Kalyan Cess amounting to 33 per cent of the tax, 

and a penalty of 10 per cent of the undisclosed income. 

Collectively, these liabilities amounted to approximately 49.9 

per cent of the disclosed income. 

Besides the above initiatives, the Income Declaration Scheme 

(IDS), 2016, emerged as a notable intervention introduced 

through the Finance Act, 2016. The scheme was operational 

from 1 June 2016 to 30 September 2016 and aimed to 

encourage taxpayers to voluntarily disclose previously 

undisclosed income and assets acquired from such income. 

Declarants were required to pay tax, surcharge, and penalty 

totalling 45 per cent of the undisclosed income while receiving 

immunity from prosecution under specified laws. The scheme 

sought to integrate concealed wealth into the formal economy 

and expand the tax base. 

 

2. OBJECTIVES OF THE STUDY 

1. To understand the conceptual framework of the Income 

Declaration Scheme 2016 

2. To understand the outcomes and implications of the 

Income Declaration Scheme 2016 

 

3. RESEARCH METHODOLOGY 

The analysis is based on secondary data obtained from 

government reports, policy documents, academic journals, tax 

law commentaries, and official publications of the Ministry of 

Finance and the Central Board of Direct Taxes (CBDT). 

 

4. LITERATURE REVIEW 

Andreoni (1991), in his research title ‘The desirability of a 

permanent tax amnesty’, argues that tax amnesties can generate 

short-term revenue gains but may weaken long-term 

compliance if taxpayers anticipate future amnesty opportunities. 

Alm and Beck (1993), in their research titled "Tax Amnesties 

and Compliance in the Long Run: A Time Series Analysis", 

indicate that while various tax amnesties may temporarily 

generate short-term revenue, they often compromise long-term 

tax compliance and reduce future voluntary tax payments. 

Chattopadhyay and Das-Gupta (2002) argue that India's 

previous disclosure schemes generated substantial revenues but 

often faced criticism regarding fairness and equity. Critics 

maintained that repeated amnesty programs could undermine 

the tax system by rewarding non-compliant taxpayers while 

imposing a comparatively greater burden on honest taxpayers.  

 

Scope of the Scheme  

A declaration under the aforesaid Scheme may be made in 

respect of any income or income in the form of investment in 

any asset located in India and acquired from income chargeable 

to tax under the Income-tax Act for any assessment year before 

the assessment year 2017-18 for which the declarant had, either 

failed to furnish a return under section 139 of the Income-tax 

Act, or failed to disclose such income in a return furnished 

before the date of commencement of the Scheme, or such 

income had escaped assessment by reason of the omission or 

failure on the part of such person to make a return under the 

Income-tax Act or to disclose fully and truly all material facts 

necessary for the assessment or otherwise.  

Where the income chargeable to tax is declared in the form of 

investment in any asset, the fair market value of such asset as 

on 1st June, 2016, computed in accordance with Rule 3 of the 

Income Declaration Scheme Rules, 2016, shall be deemed to be 

the undisclosed income. 

 

Objectives of the Income Declaration Scheme, 2016 

The scheme was intended to complement the government's 

larger agenda of combating tax evasion and promoting financial 
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transparency. Government communications emphasised that 

IDS 2016 was a one-time opportunity for taxpayers to 

regularise their affairs before intensified enforcement measures. 

The primary objectives of IDS 2016 were: 

1. To provide an opportunity for taxpayers to disclose 

undisclosed income and assets. 

2. To broaden the tax base through voluntary compliance. 

3. To mobilise additional revenue for the government. 

4. To facilitate the transition of concealed wealth into the 

formal economy. 

5. To support broader anti-black-money initiatives. 

 

Features and Framework of IDS 2016 

The Income Declaration Scheme was contained in Chapter IX 

of the Finance Act, 2016. It allowed eligible persons to disclose 

income that had escaped assessment in earlier years. The 

declaration could include investments in assets acquired from 

undisclosed income. Key features included: 

 

1. Tax Liability 

Declarants were required to pay: 

 
Tax Tax Rate Income on which tax will be imposed 

Income Tax 30% Declared undisclosed income 

Krishi Kalyan 

Cess surcharge 
7.5% Declared undisclosed income 

Penalty 7.5% Declared undisclosed income 

Total 45%  

 

2. Immunity Provisions 

The scheme provided immunity from prosecution under: 

• Income-tax Act, 1961, 

• Wealth Tax Act, 1957, and 

• Certain provisions relating to benami transactions. 

• Declarations were protected from routine scrutiny and 

inquiry under specified conditions. 

 

3. Payment Schedule 

To facilitate participation, the government allowed payment in 

instalments. Taxpayers could discharge their liabilities over 

multiple dates extending into 2017. 

 

4. Confidentiality 

The confidentiality of disclosures constituted an important 

element of the scheme. Authorities assured participants that 

information disclosed under IDS would remain protected and 

would not be routinely shared with other agencies except where 

legally required. 

 

5. Implementation and Administration 

The Central Board of Direct Taxes (CBDT) played a central 

role in implementing the scheme. Multiple circulars, 

notifications, and frequently asked questions (FAQs) were 

issued to clarify operational aspects and address stakeholder 

concerns. Several amendments and explanatory guidelines were 

introduced during the implementation period.  

The government adopted an extensive communication strategy 

involving public awareness campaigns, media outreach, and 

taxpayer education. Senior political leadership actively 

promoted the scheme as a patriotic contribution toward a 

cleaner and more transparent economy. 

The use of electronic filing systems enhanced accessibility and 

administrative efficiency. At the same time, the government 

emphasised that non-compliant taxpayers would face stronger 

enforcement actions after the scheme's closure. 

6. Revenue Mobilisation 

The scheme generated substantial tax revenues for the 

government through taxes, surcharges, and penalties paid by 

declarants. Although actual collections were lower than the 

total declared amount due to payment schedules and 

verification processes, the initiative contributed significantly to 

fiscal resources. 

 

7. Expansion of the Tax Base 

IDS enabled tax authorities to identify previously non-

compliant taxpayers and gather valuable information regarding 

hidden assets and income streams. This information 

strengthened future compliance monitoring and enforcement. 

 

8. Behavioural Impact 

The scheme served as an indication mechanism. By combining 

voluntary disclosure opportunities with threats of enhanced 

enforcement, the government attempted to alter taxpayer 

behaviour and encourage long-term compliance. 

 

Outcomes and Performance of IDS 2016 

On behalf of the government, a 5500-person public meeting 

was organised for awareness of this scheme. Innovative 

publicity methods like Talkathons, Walkathons, and Nukkad 

Nataks were used to spread awareness about the Scheme. The 

Department’s strategic use of taxpayer information and data 

mining techniques further prompted the declarations. 

The press release by the Ministry of Finance shows that the 

Income Declaration Scheme 2016 resulted in a tremendous 

response from the general public, especially in the last two 

months of this scheme's tenure. As a consequence, 64275 

declarations were filed up to the midnight of 30th September, 

2016, with an aggregate of Rs. 65250 Crore worth of hitherto 

undeclared incomes in the form of cash and other assets being 

declared.  

 

Criticism of IDS 2016 

Despite its apparent success, IDS 2016 attracted criticism from 

economists, tax experts, and policy analysts. 

 

1. Moral Hazard 

One of the most significant criticisms concerns moral hazard. 

Frequent tax amnesties may encourage taxpayers to evade taxes 

in anticipation of future disclosure opportunities. Honest 

taxpayers may perceive such schemes as unfair because non-

compliant individuals receive opportunities to regularise their 

income at negotiated costs. 

 

2. Equity Concerns 

Tax amnesties create distributive concerns. Compliant 

taxpayers bear the full burden of taxation, while evaders are 
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permitted to settle liabilities through special arrangements. This 

may undermine perceptions of tax fairness. 

 

3. Limited Long-Term Impact 

Evidence from international experiences suggests that tax 

amnesties often generate one-time revenue gains rather than 

permanent compliance improvements. Sustainable results 

depend on credible post-amnesty enforcement. 

 

4. Administrative Challenges 

Verification of declarations and valuation of assets posed 

administrative difficulties. Although the government issued 

multiple clarifications, concerns remained regarding valuation 

standards, documentation requirements, and legal 

interpretations. 

 

Policy Implications 

IDS 2016 offers several lessons for tax policy. 

First, tax amnesties are most effective when combined with 

credible enforcement mechanisms. The government's 

concurrent emphasis on data analytics, information sharing, and 

anti-evasion measures enhanced the scheme's effectiveness. 

Second, transparency and administrative clarity are critical. The 

extensive issuance of FAQs and explanatory circulars improved 

taxpayer confidence and participation. 

Third, tax amnesties should remain exceptional rather than 

recurring events. Repeated amnesties may erode tax morale and 

weaken compliance incentives. 

Finally, the success of disclosure schemes depends on broader 

institutional reforms, including digitisation, information 

reporting systems, and stronger audit capacities. 

 

5. CONCLUSION 

The Income Declaration Scheme, 2016, represented a 

significant component of India's efforts to combat black money 

and improve tax compliance. By offering taxpayers an 

opportunity to disclose previously concealed income and assets 

in exchange for immunity and certainty, the scheme 

successfully generated substantial disclosures amounting to 

approximately ₹65,250 crore. While the initiative contributed to 

revenue mobilisation and expanded the informational capacity 

of tax authorities, its long-term effectiveness remains subject to 

debate. 

The scheme's broader significance lies not merely in the amount 

disclosed but in its integration with a comprehensive strategy of 

tax administration modernisation. IDS 2016 demonstrated that 

voluntary disclosure programs can achieve meaningful results 

when supported by credible enforcement and institutional 

reforms. Nevertheless, policymakers must remain cautious 

regarding the potential adverse effects of repeated amnesties on 

taxpayer morale and perceptions of fairness. 

Compared with previous voluntary income disclosures, IDS 

2016 imposed a significantly higher effective tax burden as IDS 

required payment of 45 per cent of disclosed income, thereby 

reducing the perception of excessive leniency. Consequently, 

IDS is often viewed as a more comprehensive and taxpayer-

friendly disclosure program. 
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