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Preface 

I am Rahul Dutt, pursuing my MBA from Indian Institute of Management, Indore. 

Interested in tasks which not only test my intellectual and analytical abilities but 

also people skills so that I can hone my managerial skills that will be required for 

the job that I will have to take up in future. 

Rakshak Foundation is a 501(c) (3) non-profit organization headquartered in 

Santa Clara, California, which researches different public policy issues and creates 

awareness about them. We sponsor Seminars on public policy matters, sponsor 

activities to involve the youth including volunteerism and support programs to 

help the needy.  

Rakshak foundation gives me a wonderful platform to work on policy related 

issues that the country is facing under esteemed guidance of highly decorated 

officers. Here I can learn the working of the system from inside and work towards 

its betterment rather than to criticize the policies from outside. 
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Executive Summary 

Ease of effective implementation is a key ingredient for best tax policy. Increasing 

tax revenues requires an effective tax administration new taxpayers must be 

identified and brought into the tax net, and new collection techniques developed. 

Implementing such changes invariably takes time. Tax administration organisation 

structure should be based on function or client groups (large and small tax payer 

offices) rather than on tax by tax basis.  

Tax administration tasks include : 

 Facilitating compliance 

 Enforcing compliance 

 Improving governance 

Improvements in tax administration can be made through: 

 Implementing simple tax systems 

 Treat tax payer as a client 

 E-governance through better IT initiatives 

Key factors to be considered while framing roadmap for tax administration: 

• Low corporation tax rate with few reliefs and allowances to minimize 
distortions  

• A stable tax system in order to avoids unnecessary changes to tax 
legislation  

• Tax policy aligned with modern business practice  
• Tax legislation which minimizes complexity  
• Tax administration which maintains a level playing field for taxpayers  
• A transparent and consistent policy-making approach, engaging fully 

with taxpayers in the development of policy  
 
Strategic thought process at CPC-TDS: 

• Tightening up of process to plug in gaps in existing TDS regime so that 
enforcement function of ITD can be implemented effectively. 

• Back office automation. 
• Manage tax administration functions such as data related to TDS returns 

matching information from OLTAS. 
• Achievement of service level compliance so as to ensure efficiency as 

well as accuracy in service delivery. 
 
Introduction of Form26AS (Tax credit statement) has helped in gaining the 
confidence of the end customers for income tax department. Form 26AS is a very 
helpful to the taxpayers as it is a confirmation that 

 tax deducted/collected by the deductor/collector is deposited to the 

account of the government; 
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 deductor/collector has accurately filed the TDS/TCS statement giving 

details of the tax deducted/collected on your behalf; 

 Bank has properly furnished the details of the tax deposited by you. 

 All financial transactions involving TDS/TCS during the relevant Financial 

Year at one place. 

Learnings from comparative analysis of TDS system for various nations in study are 

as following 

• Countries like UK have reduced corporate tax over the year to 
strategically achieve long term targets of attracting international 
business. 

• Highly competitive range of incentives forms part of UK government’s 
ambition to make UK the technology centre of Europe. 

• 99% contribution towards tax revenue coming from corporate and 
personal taxes which emphasizes importance of strategic focus in future 
on both of these parameters. 

• Tax policy has to be aligned with modern business practices. 
• Tax administration should be fair enough to maintain level playing field 

for taxpayers. 
• A transparent and consistent policy-making approach, engaging fully 

with taxpayers in the development of policy is required. 
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Introduction 

 

1.1 Background Information 

Tax structure in India is broadly divided into direct and indirect taxes. Income tax 

and wealth tax are main constituent of direct tax while excise duty and custom 

duty are main constituent of central government of India.  

Income tax can be categorized in two parts 

viz. Personal Income Tax and Corporate 

Tax. Income tax levied on individuals, 

Hindu undivided families (HUFs), firms, 

association of persons (AOPs), body of 

individuals (BOIs), local authorities and 

artificial juridical persons is called 

Personal Income Tax and income tax 

levied on companies is called Corporate 

Tax. 

Over the years there is a structural shift in 

composition of tax revenue of central 

Government in favor of direct taxes from 

indirect taxes with share of total direct 

taxes increasing from 34.68 per cent in 1997-98 to 53.02 per cent in 2007-08, 

whereas the share of indirect taxes decreased from 65.32 per cent in 1997-98 to 

46.98 per cent in 2007-08.Direct tax collection amounted to Rs. 5.65 lac crore in FY 

2012-13 with a direct tax growth rate in double figures over past 2 years. 

Total number of assesses estimated to be around 3.5 crore a mere 2.9 percent of 

national population in the year 2012-13 with 42,800 persons showing an annual 

income of Rs 1 crore. 

Tax deducted at source a major component of direct tax aims at collection of 

revenue at the very source of income. It is essentially an indirect method of 

collecting tax which combines the concepts of “pay as you earn” and “collect as it is 

being earned.” Section 192 of IT Act, 1961 provides that every person responsible 

for paying any income which is chargeable under the head ‘salary’ shall deduct 

income tax on the estimated income of the assesses under the head salaries. The 

tax is required to be calculated at the average rate of income tax as computed on 

the basis of the rates in force. 

Form 26AS is a consolidated tax statement issued under Rule 31 AB of Income Tax 

Rules to PAN holders. It acts a proof that the tax received from you has reached the 
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government and has been credited against your Permanent Account Number 

(PAN).Tax credit statement (26AS) broadly consists of 5 parts:  

• Part A - Details of Tax Deducted at Source.  

• Part B - Details of Tax Collected at Source. 

• Part C - Details of Tax Paid (Other than TDS or TCS). 

• Details of Paid Refund. 

• Details of transaction of Mutual Fund, Shares and Bonds (as reported by AIR 

filer). 

1.2 Main Problems, their scope and impact on the society 

With reference to newly inserted section 200A in the income tax act in 2009, it was 

decided by DGIT (systems) to set up a centralized processing cell (CPC) for 

processing of TDS.  A quantum jump at that time in TDS/TCS collection further 

acted as a catalyst in setting up a separate department for processing of TDS/TCS. 

Newly setup TIN sent a message in to the eyes of deductor that now ITD is keeping 

a watch on the TDS transaction, but the role of TIN was only limited to sending of 

feedback related to 26AS to deductees.  

 Major concerns faced by DGIT (systems) at the time of setting up of 

centralized processing cell: 

 Quantum jump in TDS/TCS collection with 81% jump in number of TDS 

applications processed over a span of 3 years from 21.53lac (2005-06) to 

38.96lac (2008-09). 

 Sample based processing of TDS/TCS returns. 

 Because of inability of system to process the entire request properly almost 

50% returns filed had issues of short-payment or short-deduction in FY 

2007-08 with defaults involving revenue implications of more than 12000 

cr. 

 Enforcement of compliance was becoming a major concern because of 

paucity of resources required at that point of time. 
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Previously the deductor after deducting the tax used to issue the certificate of tax 

deducted to the taxpayer who then based on this used to file ITR which was then 

verified on sample basis through correspondence. This process required a lot of 

manual intervention at each step which made this process vulnerable to frauds at 

various steps of its operation. Because of this fact only faith of people towards the 

authenticity of working of department was also hampered which resulted in 

overall revenue loss in the form of leakages at various steps mentioned in above 

described flow. 

This approach had some serious drawbacks: 

• If deductor fails/unwilling to deposit deducted amount [ITD is unaware of 

amount deducted, there should be some mechanism for information for ITD 

so that whenever TDS is deducted ITD should be intimated] 

• Deductor can't be held liable for late payment in this flow  

• PAN number mismatch in certificate of tax and IT department. 

• Tax payer somehow manipulates his TDS certificate and files a claim 

• Deductor shows less payment let us say Rs90 and deducts 18 hence they 

save Rs2 in the process. 

• Tax payer misses his TDS certificate somehow 

• IT department database entry is not updated with amount submitted (Rs 

20) 
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TDS-Current Procedure
DEDUCTOR TAXPAYER TIN I. T. DEPTT.

Pays income= 100 (say)

Deducts tax @ 20% (say) = 

20 and Pays 80

Pays tax (20) 

deducted in bank 

(Govt. a/c)

Prepares TDS 

return 

Gives certificate of tax 

deducted

Receives 

income after 

TDS (80) 

Receives TDS 

certificate (20) 

Prepares return 

of his income 

(100 and claims 

credit of TDS)

Filing TDS 
certificate along 
with I.T. Return 
dispensed with

PAN Ledger 

(Form 26AS)

Central System

Furnishes TDS 

return with TIN

Tax payment 

details through 

OLTAS

Feedback to taxpayers 
through Form 26AS 
statements

ASSESSING OFFICER  

(Receives return of 

taxpayer without TDS 

certificate)

Cross verification of

credit claimed in

Income Tax Return &

tax deducted reported

by the Deductor

Many exceptions shown

due to non-PAN

deductions & compliance

issues on part of

Deductors

 Now with the introduction of centralized processing cell and automation of TDS 

current procedure has clearly helped in handling major issues of sample 

processing and back office automation. This has benefited ITD in not only 

improving efficiency and effectiveness of the system but also reduce on number of 

cases of short-payment or short-deduction by properly tracking these cases and 

sending intimations to the concerned party. Automation on the part of processing 

has helped Assessing officers focus on tracking fraudulent cases and channelize 

their efforts in a better way whereas earlier all their effort was wasted in getting 

required information for the verification. This clearly has helped ITD tackle the 

issue of resource paucity in a much better way and gain faith of people by 

introducing a system which has a reduced manual interaction at various stages of 

the process flow there by reducing chances of occurrence of any corrupt practices 

by the various parties involved. 

Benefits of TDS/Tax withholding system 

 People don't notice the missing money. 

 No need to save up for or make a gigantic payment in April. 

 Withholding increases compliance and decreases evasion and 

underpayment. 

 Withholding decreases collection costs. 

 Government can use the money sooner and receives payments and thus 

program funding steadily throughout the year. 

 This greatly eased the collection of the tax for both the taxpayer and the 

Bureau of Internal Revenue. However, it also greatly reduced the taxpayer's 
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awareness of the amount of tax being collected, i.e. it reduced the 

transparency of the tax, which made it easier to raise taxes in the future 

Disadvantages of TDS/Tax withholding system 

 Taxpayers have no idea how much they pay in taxes and are apathetic about 

tax rates. 

 Taxpayers suffer opportunity costs from withholding. 

 Taxpayers can't protest by refusing to pay taxes 

 The system penalizes wage earners. 

 The system imposes costs on employers 

Introduction of Form26AS (Tax credit statement) has helped in gaining the 

confidence of the end customers for income tax department. Form 26AS is a very 

helpful to the taxpayers as it is a confirmation that 

• tax deducted/collected by the deductor/collector is deposited to the 

account of the government; 

• deductor/collector has accurately filed the TDS/TCS statement giving 

details of the tax deducted/collected on your behalf; 

• Bank has properly furnished the details of the tax deposited by you. 

• All financial transactions involving TDS/TCS during the relevant Financial 

Year at one place. 

This consolidated tax statement (Form 26AS) in future can be used as a proof of 

tax deducted/collected on your behalf and the tax directly paid along with income 

tax return after the need for submission of TDS/TCS certificates and tax payment 

challan along with income tax returns has been dispensed with by the Income Tax 

Department (ITD). 

Financial implication:  

• As a tax payer helpful in assessing the correct tax liability that might be 

pending in order to take an action at right time and avoid any notice 

from ITD. 

• Claim of credit for tax deducted/collected at source 

• As a deductor keep a check on high value transaction from previous 

years so as to plan for next year’s tax savings in advance. 

• Verification of refunds encashed during the financial Year. 

Operational implication: 

• Seamless processing of income tax return and speedy credit of returns 
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• Any time availability of tax statements for deductor and the deductee which 

can be used as a proof of credibility in case they need to raise any kind of 

loan from the market. 

Psychological implication: 

• It encompasses transparency in the system and as a tax payer enhances 

confidence on the credibility of the tax system of the country. 

• 26AS is complete report of tax payments hence there is feel in the minds of 

the tax payers that ITD has an eye on them and they can be caught in case 

they try to engage in any unfair practices. 

• For ITD it is a big management exercise to work towards development of 

modules relevant to tax credit statement but it takes over the much burden 

from their heads of any mismatch and poses a responsibility on the tax 

payers (deductor and deductee) to get any issues corrected. 

• Number of complaints due to incorrect notices sent will be reduced, also tax 

payer’s unnecessary queries expected to be reduced. 

 

 

 

CPC’s key achievements: 

 Centralized processing center (CPC) ITD Bengaluru to process IT returns 

was functional by Oct ’09. 

 3 cr. e-Returns processed in 3years of operation with 50% growth in 

requests processed in FY-2011-12 to 1.32 cr. 

 Up to 1.79 lac returns processed in one day 

 Average processing time reduced to 47 days as opposed to 14 months taken 

by manual processing ,period of 6 month specified in citizens charter 

 Interest outgo as a percentage of refund has come down from 9.8% in FY 

2008-09 to 4.7% in FY2011-12 with estimated savings of Rs 1075.36 cr. on 

interests paid 

 Savings on postage charges due to e-delivery of intimations estimated to be 

around Rs 75 cr. 
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 60 call centre agents attend over 4000 calls daily 

 Rectification requests percentage going down  

 Over 2000 business rules implemented in tax processing software 

 Launch of digitization friendly forms(ITR-1 SAHAJ,ITR-4s SUGAM) with 

features such as anchor points , color drop out etc implemented by officers 

at CPC for CBDT  

 RTI disclosure is a very good example which shows the work put in by 

government towards various information technology initiatives. This 

information shared can be used for data mining purposes so as to think of 

new initiatives that have to be brought into the system with technology 

evolving at such a quick pace. 

 CPC project bagged GOLD Award in the category “ Excellence in 

government process Re-engineering” 

 

 Source: http://contents.tdscpc.gov.in/en/rti-disclosure.html 

E-TDS project key achievements 

• E-TDS return filing made compulsory for all corporate payers,44AB 

deductors, govt. deductors (central and state) 

• Online dissemination of form26As(Tax credit statement) to facilitate 

taxpayers of ascertaining tax liabilities, 23 Cr. Online 26AS views 

http://contents.tdscpc.gov.in/en/rti-disclosure.html
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• Up to 28 lack base tax deductors till Q2 in F.Y.2012-13 

• Overall PAN quoting improved to 96% for Non-salaries for F.Y.2012-13 

• Centralized processing system (TDS) functional on feb23,2013 

• 5997K E-TDS and 97.7K E-TCS returns received in FY 2011-12 

• Increase in filling compliance over FY-2012-13(Up to Q3) :23% 

• Collections towards late filing fee: 73 cr. 

 

Tax Deductions from liable payments: 

Related law Indian Context 

Section Applicability 

192  Applicable on any income chargeable under head salaries.  

Tax rate applicable: On amount payable at average rate of income tax 

computed on basis of [rates in force] for the financial year. 

Deductions:  Relief under sub-section (1) of section 89. 

(2B)- Assessee has loss under the head “Income from house property”. 

Miscellaneous: Deductor shall furnish to assessee statement giving 

complete and particulars of perquisites or profits in lieu of salary 

provided to him. 

193 Interest on securities 

Tax rate applicable : At rates in force,10% 

Deductions : 

Miscellaneous : NA in case of interest payable in case of 4 ¼% National 

Defense bonds ,National development bonds,7 Year NSC, any security of 

central or state government, any security issued by the company in 

DEMAT form. 

194 Dividends 

Tax rate applicable : At rates in force,10% 
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Deductions: 

Thresholds: Greater than Rs 2500 yearly 

Miscellaneous: NA to income credited or paid to LIC of India, GIC of 

India, any other insurer. No deductions referred to in section 115-O 

194A Interest on securities 

Tax rate applicable : At rates in force,10% 

Deductions: 

Thresholds:  Interest amount greater than 10000 in case of banking 

company, co-operative society, post office. 

5000 for other case. 

Miscellaneous:   By HUF/Individual whose total sales/gross receipts or 

turnover exceeds monetary limit specified under clause (a) and (b) of 

section 44AB for FY. 

194B Winnings from lottery  or crossword puzzle 

Tax rate applicable :At rates in force,30% 

Deductions: -- 

Thresholds:  Greater than 10000 

Miscellaneous:   -- 

194C Payments to contractors 

Tax rate applicable : 1% in case payment  is made or credit is given to 

individual or HUF 

2% otherwise. 

Thresholds for applicability:  35000 for one payment or 75000 for FY 

Miscellaneous: - Calculated on invoice value excluding value of material. 

NA in case payment is for personal purpose of such individual. 

NA in business of plying, hiring or leasing goods carriages on furnishing 

his PAN.  
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194D Insurance commission 

Tax rate applicable :   Rates in force,10% 

Thresholds for applicability:   >Rs 20000 for FY 

194E Payments to Non-resident sportsman or sports association  

Tax rate applicable :   20% 

194EE Payment in respect of deposit under NSCs etc 

Tax rate applicable :   20% 

Thresholds for applicability:  Rs 2500 

194F Payments on account of repurchase of unit by Mutual or unit trust 

of India  

Tax rate applicable :   20% 

194G Commission on sale of lottery tickets 

Tax rate applicable :   10% 

Thresholds for applicability:  Rs 1000 

194H Commission or brokerage  

Tax rate applicable :   10% 

Thresholds for applicability:  Rs 5000 in FY 

194I Rent 

Tax rate applicable :   2% for the use of any machinery or plant  or 

equipment  

10% for use of land or building 

Thresholds for applicability: Rs 180000 in FY, 44AB for deductor 

194IA Payment on transfer of certain immovable property other than 

agricultural land 

Tax rate applicable :  1% 
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Thresholds for applicability: Greater than RS 50 lac 

194J Fees for professional or technical services  

Tax rate applicable :  10% 

Thresholds for applicability:  Rs 30000  for professional, technical 

,royalty , 44AB clause applicable for deduction by HUF/Individual 

194LA Payment of compensation on acquisition of certain immovable 

property 

Tax rate applicable :  10% 

Thresholds for applicability:  2 lac 

194LB Income by way of interest from infrastructure debt fund 

Tax rate applicable:  5% 

194LC Interest  by way  of interest from Indian company 

Tax rate applicable:  5% 

194LD Interest by way of interest on certain bonds and government 

securities  

Tax rate applicable:  5% 

195 Other sums  

Tax rate applicable:  Rates in force 

196A Income in respect of units of non-residents of a mutual fund  

Tax rate applicable:  20% 

196B Income from units (Long term capital gains at time of payment) 

Tax rate applicable:  10% 

196C Income from foreign currency bonds or shares of Indian company 

Tax rate applicable:  10% 

196D Income of FII from securities 

Tax rate applicable:  20% 
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Effective Tax administration

Adequate 
resouces

Political 
will

Clear 
strategy

201 Consequences of failure to deduct or pay 

Failure to deduct tax/short deduction: Under Section 201(1A) 

deductor liable to pay simple interest @ 1% for every month or part of a 

month on the amount of tax in arrear from the date on which such tax 

was deductible to the date on which such tax is actually deducted. 

Failure to deposit tax in govt. account after deduction: interest u/s 

201(1A) is leviable @1.5%for every month or part of the month on the 

amount of such tax from the date on which such tax was deducted to the 

date on which such tax is actually paid. 

INDIA-Tax-Slabs-201
3-14.docx

 

Personal tax-slabs India 

1.3 Goals and Objectives 

Strategic thought process at the time of setting up CPC-TDS: 

 Tightening up of process to plug in gaps in existing TDS regime so that 

enforcement function of ITD can be implemented effectively. 

 Back office automation. 

 Manage tax administration functions such as data related to TDS returns 

matching information from OLTAS. 

 Achievement of service level compliance so as to ensure efficiency as well as 

accuracy in service delivery. 

Immediate step at that point(2009) was to define function for consultants who will 

be taking care of overall design of process of sizing of solution and other associated 

task as the financial implication of 12000cr. demanded immediate action to be 

taken so as to meet above strategic objectives. 

Road ahead ->towards smart tax administration: 

Ease of effective implementation is a key ingredient for best tax policy. Increasing 

tax revenues requires an effective tax administration: new taxpayers must be 

identified and brought into the tax net, and new collection 

techniques developed. Implementing such 

changes invariably takes time. Tax administration 

organization structure should be based on 

function or client groups (large and small tax payer 

offices) rather than on tax by tax basis. Computerization and 

use of modern information technology are important, but these 



    
 

  
 
Copyright © 2014 Rakshak Foundation. All Rights Reserved.                        Page | 18  
  
 

improvements must be carefully integrated into the tax administration. Putting all 

these into place takes time, resource, direction and effort. 

Why tax administration is important ? 

Administration that is unfair and capricious can bring tax system in disrepute and 

weaken the legitimacy of the government resulting into uneven tax imposition, 

widespread tax evasion, and lower than anticipated revenue. Corruption 

undermines confidence in tax system affecting tax payer’s willingness. 

Tax administration is a difficult task as relationship between administrative effort 

and revenue outcome is difficult to assess.  Improvements due to administration 

functioning in short term are difficult to assess.  Complexity and its implications for 

tax administration have long been concern even in most developed countries. 

Attitudes are formed in a social context by such factors as the perceived level of 

evasion, the perceived fairness of the tax structure, its complexity and stability, 

how it is administered, value attached to government activities, and the legitimacy 

of government. 

Tax administration tasks 

 Facilitating compliance: To ensure that those who are in the system remain 

in the system. It involves  

 Identification of tax payers  

 Determine a process to assess tax liabilities  

 Tax collection  

 Provide adequate services to tax payers 

 Enforcing compliance: Understanding the extent and nature of potential tax 

base to estimate the tax gap sector wise and type. Estimating unreported 

base in order to allocate its resources to improve tax collection and ensure 

that everyone bears a fair share of tax burden.  

 Improving governance: helps in build tax payer’s confidence in the system. 

Even a sound tax structure and sound expenditure policy can be tarnished 

by a capricious and corrupt tax administration. Temptation should be to 

reduce direct contact between officials and taxpayers and increase 

supervision when there is direct contact. 

 Connecting with taxpayer/deductor 1 to 1: Through social media and 

emails ITD can connect with the citizens directly interacting with ITD 

directly. This will not only help in giving a personal feel to communication 
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but also save cost incurred in advertisements that have to be posted via 

various telecommunication mediums. 

 

Sample email sent to a deductor. 
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Methodology 

2.1 Literature Search 

2.2 Meetings and Interviews 

Please refer to MOM document files for details 

Rakshak - Mentor-Intern Discussion_MOM_14111107_01Apr14.pdf 

Rakshak - Mentor-Intern Discussion_MOM_14111107_04Apr14.pdf 

Rakshak - Mentor-Intern Discussion_MOM_14111107_18Apr14.pdf 

Rakshak - Mentor-Intern Discussion_MOM_14111107_20May14.pdf 
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Current NGO and Government Efforts 

NA 
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Results and Discussions 

 

Findings from the literature 

Comparative study of tax policies with other developed nations: 

 

Paramete
r 

Indi
a  

USA UK Aust
rali
a 

Remarks 

Corporate 
tax rate 

34% 40% 21% 30% Accounts for 65% of total tax collected for India. 
Corporate income tax is the third largest source 
of federal revenue. 

Personal 
tax rate 
(Upper 
limit) 

30% 39.6% 45% 45%  

Accounts for 34.5% of total tax revenue. 

Dividends 10% 28% 0% 30%  

Interest 10% 28% 29% 10%  

Key learning from comparative analysis 

• Countries like UK have reduced corporate tax over the year to strategically 

achieve long term targets of attracting international business. 

• Highly competitive range of incentives forms part of UK government’s 

ambition to make UK the technology centre of Europe. 

• 99% contribution towards tax revenue coming from corporate and personal 

taxes which emphasizes importance of strategic focus in future on both of 

these parameters. 

• Tax policy has to be aligned with modern business practices. 

• Tax administration should be fair enough to maintain level playing field for 

taxpayers. 

• A transparent and consistent policy-making approach, engaging fully with 

taxpayers in the development of policy is required. 
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Finding from the fields and impact on the theoretical focus of the 

project 
Income tax department positioning /movement inside McFarlan’s strategic 

grid and resource analysis: 

Initially the focus was 

to achieve operational 

effectiveness through 

introduction of IT 

initiatives which is 

shown by movement 

from support to 

factory quadrant. 

At present with 

evolution of 

technology and 

increased demand for 

quick reforms in the overall functioning of the department so as to facilitate end 

customers in a better way has resulted in IT initiatives taking a more strategic 

position and now implementation and adoption of IT requires a more thought 

process as the impact on the overall functioning has broader scope. 

Further looking ahead expected movement is into strategic quadrant wherein IT 

initiatives implemented are expected to drive the strategy ahead so that more 

growth friendly tax structures can be implemented. System has to be robust 

enough to capture such changes with minimum of hiccups. 

With increase in GDP growth rate expected with stable government at center and 

stronger administration compliance levels are expected to better and a growth in 

revenue numbers and number of assesses is expected to better its benchmarks 

over the year.  

With numbers expected to grow and increased workload the nature of resources is 

expected to be more general at administration level well equipped with technical 

and analytical abilities so as to manage the outsourcing of important functions in a 

better way. 

Scope of business is expected to grow wide with foreign players showing a huge 

interest in Indian economy. Hence it becomes utmost responsibility of the 

government to support them via tax administration that is robust and reliable. 
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Control systems to be implemented now have to shift from operational to financial 

where in any new implementations have to be evaluated on basis of financial 

implication rather than operational benefits which were more in focus initially. 

Corporate office sizes to be planned at strategic location so as to ensure ease for 

end customer who is taxpayer or a deductor in the case. 

 

Source:  http://hbr.org/1998/05/creating-corporate-advantage/ar/1 

 
1.1 Gap analysis 

System has achieved more than most of the targets it was supposed and it is in its 

child stages it is difficult to predict gaps at this moment as the implementation is 

one of its own kind considering the complexities involved with such a huge and 

diverse country like India. 

Some of the issues faced in current scenario are as follows: 

 Out of 3.5 crore taxpayers only 1.5 crore are only effective tax payers with 

any significant tax payments. 

http://hbr.org/1998/05/creating-corporate-advantage/ar/1
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 Chartered accountants, private doctors, lawyers, big shopkeepers and 

wholesale traders make up the category that pays negligible tax. 

 Income tax department does not have the manpower or resources to chase 

all tax offenders hence a need for effective use of technology to minimize 

the manual intervention. 

 Issue in TDS reconciliation process because of non-PAN deductions 

 Integration of all stakeholders like Banks, Aadhar Card, Income tax 

department so that system can reach its desired level of fool proof ness will 

require determined efforts from government, officials as well as the end 

users.    

 

 

  



    
 

  
 
Copyright © 2014 Rakshak Foundation. All Rights Reserved.                        Page | 26  
  
 

 

Recommendations, Scope and Strategy for Implementation 

 

5.1 Recommendation & Scope 

 Focus on new implementations so as to encourage corporate players who 

are focused towards innovative work related to research and development 

because they require adequate support from the system when the 

investment is huge in such projects and risk factor involved is huge. So tax 

policy needs to be planned smartly which should not only be implementable 

with respect to current systems in place but also ensures leakages are 

minimized. 

 Institutionalized Knowledge Management is important as knowledge 

transfer rate defines the success of any organization because then 

dependability on resources is reduced and processes are well defined. 

 Technology Up gradation should be well thought of so that unnecessary 

expenses can be minimized. 

 Comprehensive BPR based Computerization 

• Initiatives have been well accepted by the taxpayer community, the 

Department personnel and the Government.  

• Processes have become an integral part of the overall tax administration 

• Legal framework has been modified to provide stability and legal 

validity to the processes 

• Rule based decision making 

 Promotion of eco-friendly processes. 

 System once completely synchronized with Aadhar card shall be fair 

enough that no non-tax payer shall be able to evade taxes willingly or 

unwillingly 

 On professionalism and responsiveness front good work done so far should 

be encouraged by rewarding top performers within income tax department. 

 Objective to be corrective rather than punitive so as to encourage tax 

payers/non-payers 

 Non-intrusive tax administration. Eliminate human interface and empower 

the taxpayer 

 Focus on implementation of end to end system and integration of all 

systems. 
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 Presently connecting 1 to 1 to deductors in form of email sent is a plus 

which makes flow of information cheaper and faster as compared to earlier 

process. 

Smart Tax administration:  

As such there is no single straightforward measure that once introduced will 

ensure improved tax administration and the solution has to be purely situational. 

Below are some criteria that need to be kept in mind while designing the system 

 Keep it simple: Simple tax –system helps in easy applicability in low 

compliance context both for the administration as well as for the tax payer. 

Reduction in ambiguities in the system structure can be highly effective so 

as to design an efficient system. 

 Treat tax payer as a client: Rather than thinking of a tax payer as a 

potential criminal mindset within the administration needs to be changed 

to that of a client who is unwilling to comply. Services to taxpayers that 

facilitate reporting, filing and paying taxes, or that impart education or 

information among citizens about their obligations under the tax laws are 

often as or more cost-effective in securing compliance than measures such 

as auditing and penalties, which are more directly designed to counter 

noncompliance. 

Understanding the psyche of the tax payer is important so as to move the 

threshold fence in order to move more and more people into compliance 

zone by use of better technological measures so as to improve governance. 

People generally want to be on the right side of the laws. 

Optimal enforcement strategy anywhere shall include both rewards for 

compliers and penalties for non-compliers. But the correct mix depends on 

many context-specific factors such as the value attached to “fairness,” and 

its meaning; the degree of deference to authority, and the legitimacy 

attached to that authority; and the extent to which contributing to the 

finance of government activities is seen to be socially desirable. 

 E-governance through better IT initiatives: Reduction in direct contact 
between tax payer and administration will help in reducing corrupt 
practices prevailing in the system at the same time channelizing efforts of 
the resources in dealing with more complex problems such as auditing 
complex or questionable returns.  
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Suggestions for future work 

 

 Further work can be taken up to analyse the various types of data that is 

being generated when CPC-TDS is operational at its capacity so as to check 

the financial implication of the same. 

 Also work can be taken up to study the use of social media in marketing the 

various initiatives introduced at CPC TDS which are specially engineered to 

make the system user friendly. Since most of the people are not aware of 

the kind of work done at CPC TDS it is important to work towards this 

perspective. 
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Conclusion 

Overall after analysing the information technology initiatives at CPC-TDS it can be 

assessed that income tax department is moving towards non-intrusive tax 

administration which has had a huge impact in increasing compliance and growth 

in revenue for income 

tax department as a 

whole. 

Facilities like form26AS 

(Tax credit statement 

have empowered the 

taxpayers to not only 

view ledger records of 

tax paid by them but 

also report any mischief.  

Anytime anywhere 

payment of taxes and 

filing of returns is 

another big achievement 

of income tax department as a whole. 

End-to-end reconciliation of tax deducted and tax credits claimed. 

Comprehensive annual ledger of tax payments, TDS credits available to the 

taxpayer. 

Refund Status (paid/unpaid) and the reasons for non-payment available online.  

Online tracking of delivery of paper refunds. 

Elimination of  human interface has empowered the taxpayer.  
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 “The highest measure of democracy is neither the 

‘extent of freedom’ nor the ‘extent of equality’ but 

rather the highest measure of participation.” 

- A.D. Benoist 

 

Rakshak Foundation creates awareness domestically and internationally 

about the rights and responsibilities of citizens towards the society and 

state. Rakshak engages in and supports social and scientific research on 

public policy and social issues. 
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