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General Studies – 2 Topic: Issues relating to poverty and hunger 

Pradhan Mantri Garib Kalyan Yojana, 2016 

1) Introduction 

 Evasion of taxes deprives the nation of critical resources which could enable the Government to 
undertake anti-poverty and development programmes.  

 It also puts a disproportionate burden on the honest taxpayers who have to bear the brunt of 
higher taxes to make up for the revenue leakage. 

 Concerns have been raised that some of the existing provisions of the Income-tax Act, 1961 can 
possibly be used for concealing black money.  

 The Taxation Laws (Second Amendment) Bill, 2016 has been introduced in the Parliament to amend 
the provisions of the Act to ensure that defaulting assessees are subjected to tax at a higher rate 
and stringent penalty provision. 

2) Provisions in the new bill 

 Lok Sabha has passed the Taxation Laws (Second Amendment) Bill, 2016 in the Lok  Sabha. 

 The new bill attempts to impose a higher rate of tax and penalty in respect of undisclosed incomes. 

 It is an attempt to plug loopholes in existing I-T Act being misused to conceal black money 

 The bill has proposed an alternative Scheme called as “Taxation and Investment Regime for 
Pradhan Mantri Garib Kalyan Yojana, 2016’ (PMGKY)”.  

 The Pradhan Mantri Garib Kalyan Yojana, 2016 is somewhat similar to IDS, except that the tax rate 
is higher at 50 per cent.  

 This is another chance for rich people to convert their black money into white 

 A surcharge called as “Pradhan Mantri Garib Kalyan Cess” at the rate of 33% of tax will be levied on 
the declarant.  

 Total amount of taxes and penalty goes to 50% of the income declared and a minimum amount of 
25% has to be keep deposit for the period of 4 years.  

 No interest will be given on the money keep as deposit.  

 Once taxes and penalties have been paid on the declared amounts, the black money holder will 
have future immunity on the declared amount. 

3) Benefits 

 The money which government will receive by this scheme could be used for poor people which will 
lead to justice and equality to all. 

 Also the remaining part of the declared income legitimately comes into the formal economy. 

 The scheme PMGKY has been utilized by the finance minister as the gate way for black money 
holders to convert their holdings. 

 The funds which are parked under the scheme of PMGKY by the black money holders will be 
utilized for the improvement of infrastructure, education, health care sectors of the poor people 
across the country. 

4) Concerns 

 No provision for inquiring into the source of funds which may prove to be ineffective in curbing 
black money. 

 The accounts of housewives, small retailers, labourers and artisans can be used in an illicit way 
since govt has declared not to scan them. 
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 Many clever ploys have been attempted to subvert this drive and convert black money into white 
by hiring people to exchange currency and pumping funds into bank accounts for the poor 

 Tipping off the taxman to conduct search-and-seizure operations on one’s own premises to avail of 
a provision that allows individuals to pay a mere 10 per cent penalty on such income if they admit 
to it. 

5) Conclusion 

 The taxation polices in the year 2016 has made a revolution and the people with lot of unaccounted 
money has to suffer for it.  

 The decision is a Step towards the development of the nation and equal distribution of income 
among every people of this nation. 

 
 


