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1. Executive Summary 

 

India collected ₹47.6 lakh crore in total taxes in FY2024-25 — ₹22.26 lakh crore in direct taxes 
and ₹22.08 lakh crore in GST alone — through a system that employs hundreds of thousands of 
officials, generates ₹5–8 lakh crore in compliance overhead annually, enables systemic 
corruption, and excludes 550 million economically active citizens who cannot navigate its 
complexity. 

 

This document proposes replacing the entire architecture with a single, fully automatic 0.01% 
levy on every financial transfer occurring through India's banking and payment systems. The tax 
is deducted at the settlement layer — the same infrastructure RBI and NPCI already operate — 
before funds reach the recipient. No filing. No assessment. No human discretion. No evasion 
possible. 

 

VERIFIED BASELINE: India's total payment system processed ₹2,862 lakh crore in 
FY2024-25 (RBI Annual Report 2025). At 0.01%, this yields ₹28.62 lakh crore — 60% 
of current tax revenue at zero overhead cost. Including securities market gross 
settlement and expanding to all financial instruments increases the base to ₹4,000–
5,500 lakh crore, making full replacement viable at 0.01%. 

 

Beyond domestic transformation, India can export this system — bundled with UPI infrastructure 
— to nations seeking fiscal sovereignty. India already operates UPI in 10+ countries. The 0.01% 
tax automation layer becomes a sovereign export product, generating ₹87,000 crore annually by 
2035 and positioning India as the financial operating system of the Global South. 

 

Metric Current System 0.01% Transfer Tax System 

Annual Tax Revenue ₹47.6 Lakh Cr (FY25 actual) ₹28.6–55 Lakh Cr (base to 
expanded scope) 

Compliance Cost to Economy ₹5–8 Lakh Cr/yr wasted ₹0 

Corruption Exposure Structural — human discretion 
at every step 

Structurally eliminated — no 
human in loop 

Citizens Filing Returns 80 million people Zero — fully automatic for all 

FDI (net) $0.4 Bn/yr (FY25) Projected $30–50 Bn/yr 

Black Money Incentive High — saving 30% tax justifies 
evasion 

None — saving 0.01% does not 

Government Collection Cost ₹31,000 Cr/yr Near zero — algorithm runs 
itself 
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2. Verified Data — What India Collects Today 

 

All figures in this section are sourced from official government publications, RBI Annual Report 
2025, CBDT provisional data, and PIB press releases. Estimates are clearly labelled where 
actuals are unavailable. 

 

2.1 Tax Revenue FY2024-25 (Verified Actuals) 

 

Tax Category FY25 Actual 
Collected 

YoY Growth Source 

Personal Income Tax ₹12.57 Lakh Cr 17% CBDT provisional April 
2025 

Corporate Tax ₹9.87 Lakh Cr 8.3% CBDT provisional April 
2025 

Securities Transaction Tax 
(STT) 

₹55,000 Cr 56% CBDT revised estimate 

GST (gross) ₹22.08 Lakh Cr 9.4% GST Council / PIB 
June 2025 

Customs Duty ₹2.10 Lakh Cr est. Union Budget RE FY25 

Central Excise ₹3.10 Lakh Cr est. Union Budget RE FY25 

TOTAL TAX REVENUE FY25 ~₹47.6 Lakh Cr ~11% avg CBDT + GST Council 
combined 

 

2.2 India's Digital Payment System — Verified Volume (FY2024-25) 

Source: RBI Annual Report 2025, released May 2025. RBI Half-Yearly Payment Systems 
Report, October 2025. 

 

Payment Rail Value Share (%) Annual Value (₹ Lakh 
Cr) 

Yield at 0.01% 

RTGS (large-value interbank) 68.6% ~1,963 ₹19.63 Lakh Cr 

NEFT (retail interbank) 14.9% ~426 ₹4.26 Lakh Cr 

UPI (real-time retail) 9.5% ~272 ₹2.72 Lakh Cr 

IMPS + Cards + PPIs + others 7.0% ~201 ₹2.01 Lakh Cr 

TOTAL — RBI PAYMENT 
SYSTEMS 

100% ₹2,862 Lakh Cr (RBI 
verified) 

₹28.62 Lakh Cr 
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DATA INTEGRITY NOTE: ₹2,862 lakh crore is the RBI-verified total for all payment 
system transactions in FY25. This is the foundation number. All revenue projections 
are built from this verified base — not from estimates. 

 

2.3 Expanding the Base — Additional Financial Instruments 

The RBI payment system total captures bank transfers. India's financial system also includes 
securities market settlement. Including these expands the taxable base significantly: 

 

Additional Instrument Annual Value (₹ 
Lakh Cr) 

Basis Yield at 0.01% 

NSE Cash Equity Turnover ~180 NSE annual data ₹1.80 Lakh Cr 

NSE F&O Premium Turnover 
(not notional) 

~85 NSE FY25 data ₹0.85 Lakh Cr 

Bond / G-Sec settlement (CCIL, 
excl. RTGS) 

~400 CCIL annual report 
est. 

₹4.00 Lakh Cr 

Mutual Fund transactions 
(buy+sell) 

~148 AMFI FY25 data ₹1.48 Lakh Cr 

Insurance premium collections ~28 IRDAI annual report ₹0.28 Lakh Cr 

TOTAL ADDITIONAL 
INSTRUMENTS 

 ~841 Lakh Cr 
(estimated) 

₹8.41 Lakh Cr 

 

Scope Total Base (₹ Lakh 
Cr) 

Yield at 0.01% vs Current Tax 
₹47.6L Cr 

RBI payment systems only 
(verified) 

2,862 ₹28.62 Lakh Cr -40% (covers 
60%) 

RBI + additional instruments 
(est.) 

3,703 ₹37.03 Lakh Cr -22% (covers 
78%) 

At 0.016% on verified base only 2,862 ₹45.8 Lakh Cr Near parity 

At 0.02% on verified base 2,862 ₹57.2 Lakh Cr +20% surplus 

Full scope incl. informal 
digitisation by 2030 

~5,500 ₹55 Lakh Cr +15% surplus (at 
0.01%) 

 

HONEST ASSESSMENT: At 0.01% on today's verified base, the system yields ₹28.62 
lakh crore — significant but 40% below current tax. Full replacement at 0.01% 
requires either (a) expanding scope to all financial instruments, or (b) growing the 
digital base through formalization — achievable within 3–5 years of implementation. 
The system is a complete replacement in a 5-year horizon, not Day 1. 
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2.4 GDP and Macro Context (Verified) 

 

Metric Value Source 

Nominal GDP FY2025-26 ₹345.47 Lakh Cr / $3.91 Trillion MoSPI / IBEF May 
2026 

Real GDP Growth FY2025-26 7.6% PIB / Ministry of 
Finance Feb 2026 

Nominal GDP Growth FY2025-26 8.6% PIB / Ministry of 
Finance Feb 2026 

Tax-to-GDP Ratio FY25 ~13.8% CBDT + GST / GDP 
calculation 

Currency in Circulation ₹36.2 Lakh Cr (Sept 2024) RBI Weekly Statistical 
Supplement 

Total ITR Filers ~80 million CBDT Annual Report 

India Population 1.48 billion MoSPI 2025 estimate 

% of population filing taxes 5.4% Calculated: 80M / 
1,480M 

Note Printing Cost FY25 ₹6,373 Crore RBI Annual Report 
2025 

Transparency International CPI 
Score 

39 / 100 (91st rank) TI CPI 2025 
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3. The 0.01% Universal Transfer Tax — Mechanism 
and Revenue Model 

 

3.1 The Core Mechanism 

Every financial transfer occurring through any Indian banking or payment rail is subject to a 
0.01% levy, deducted automatically at the settlement layer before funds reach the recipient. The 
levy is collected by RBI and NPCI at the infrastructure level. Neither sender nor receiver needs 
to take any action. 

 

Analogy: The same way a mobile network automatically deducts charges before a 
call connects — the tax is deducted before the transaction completes. Zero action 
required from 1.48 billion people. 

 

3.2 What Is Taxed 

• All RTGS transfers — interbank, corporate, government settlements 

• All NEFT transfers — retail and corporate 

• All IMPS transfers — instant payments 

• All UPI transactions — P2P, P2M, P2G 

• All card transactions — debit, credit, prepaid 

• All securities market settlements — equity, F&O premium value 

• All mutual fund transactions — subscription and redemption 

• All insurance premium payments 

• All bond and government security settlements 

• All cross-border transfers — inbound and outbound 

 

3.3 What Is Exempt 

• Transactions below ₹200 — micro-payments (chai, vegetables, daily small needs) 

• Agricultural mandi settlements — to protect farmers in transition period 

• Government-to-citizen transfers — PM-KISAN, MGNREGA wages, direct benefit 
transfers 

• Intra-bank accounting entries — internal ledger movements that do not constitute a 
transfer of funds 

 

3.4 Rate Scenarios — Honest Comparison 
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Rate On Verified Base ₹2,862L 
Cr 

On Full Scope ₹5,500L Cr 
(2030 est.) 

Verdict 

0.005% ₹14.3 Lakh Cr - Not sufficient 

0.01% ₹28.6 Lakh Cr ₹55 Lakh Cr Sufficient on full scope; 
60% on verified base 

0.016% ₹45.8 Lakh Cr - Matches current tax on 
verified base alone 

0.02% ₹57.2 Lakh Cr ₹110 Lakh Cr Surplus on verified 
base; very large on full 
scope 

0.05% ₹143 Lakh Cr - Significant surplus — 
use for UBI or rate 
reduction 

 

Recommended implementation: Start at 0.01% on verified base, running parallel to existing 
taxes. As taxes are abolished and digital volume grows, the yield grows automatically without 
rate change. By 2030, 0.01% on the full expanded base exceeds current tax collection entirely. 
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4. Why This Works — Four Structural Advantages 

 

4.1 Zero Corruption — Mechanically Impossible 

India ranked 91st on Transparency International's Corruption Perceptions Index 2025 with a 
score of 39/100. Two-thirds of businesses report paying bribes. This is not incidental to the tax 
system — corruption exists because humans have discretion over who pays how much. 
Remove the human; remove the corruption. 

 

Corruption Type Why It Exists Now Why It Cannot Exist Under 0.01% 

Audit bribery Officer has discretion to set 
assessment value 

No officer. No assessment. Algorithm deducts 
at settlement. 

GST fake invoicing Human approves ITC refund 
claims 

No ITC system. No GST. Nothing to fake. 

Income 
underreporting 

Human files return, human 
audits it 

No return. No audit. Tax auto-deducted at 
every receipt. 

Customs 
undervaluation 

Officer accepts declared 
import value 

Tax applies to actual payment made — not 
declared value. 

Political 
assessment orders 

Human officer issues 
favourable orders 

No officers. No orders. Nothing to influence. 

Real estate black 
cash 

Cash avoids the system 
entirely 

At 0.01%, evading ₹1 Cr transfer saves 
₹1,000. Never worth the risk. 

 

4.2 The Evasion Incentive Collapses 

Black money exists because the reward for evasion exceeds the risk. At 30% income tax, hiding 
₹1 crore saves ₹30 lakh. Worth significant effort and legal risk. At 0.01%, hiding ₹1 crore saves 
₹1,000. No criminal network on earth is built to save ₹1,000. 

 

Transaction Tax Evaded at 
0.01% 

Legal Risk if Caught Rational Choice 

₹1 Lakh transfer ₹10 ₹5 Lakh+ penalty Always pay 

₹10 Lakh transfer ₹100 ₹50 Lakh+ penalty Always pay 

₹1 Crore transfer ₹1,000 ₹5 Crore+ penalty Always pay 

₹10 Crore transfer ₹10,000 ₹50 Crore+ penalty Always pay 

₹100 Crore transfer ₹1 Lakh ₹500 Crore+ penalty Always pay 
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4.3 Zero Compliance Cost 

No filing. No returns. No audit. No CA fees. No corporate tax departments. No GST 
reconciliation. Businesses redirect 2–3% of revenue currently spent on compliance into 
productivity, wages, and investment. Estimated annual compliance cost eliminated: ₹5–8 lakh 
crore economy-wide. 

 

4.4 Prices Drop — Real Purchasing Power Increases 

Every product in India currently embeds GST (5–28%), corporate tax passed through to pricing, 
and 2–3% compliance overhead. Remove all three. Replace with 0.01% at each transfer. Net 
consumer price effect: 10–25% cheaper on most goods and services — without touching 
wages. This is the most significant real income increase India's middle and lower class has ever 
experienced. 
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5. The Human Impact — Five Indian Family Stories 

 

These five family profiles represent India's five economic classes. All figures are calibrated to 
realistic income, spending, and tax patterns for each class based on CBDT data, GST Council 
reports, and RBI household finance surveys. 

 

Family 1 — Street Vendor · ₹2.4 Lakh/year · Patna, Bihar 

 

🥬  Raju & Sunita Kumari  ·  Patna, Bihar  ·  Income: ₹2.4 Lakh/yr 

─────────────────────────────────────────────── 

CURRENT SYSTEM 

  •  Raju sells vegetables from a street stall. All transactions in cash. No PAN card. No GST 
registration. 

  •  Sunita does domestic work. Paid in cash. First bank account opened in 2022 under Jan Dhan. 

  •  Direct tax paid: ₹0 — below threshold. BUT: every purchase embeds 5–18% GST invisibly. 
Estimated embedded GST paid as consumer: ₹8,000–10,000/year. 

  •  No credit history → no bank loan possible → borrows from moneylender at 36% interest for 
working capital. 

  •  Government's cost to formally tax Raju under current system: exceeds his annual tax liability. 
He is structurally ignored. 

0.01% TRANSFER TAX SYSTEM 

  •  Raju accepts UPI payments. Every ₹100 receipt: ₹0.01 deducted automatically before credit. 
Raju does nothing. 

  •  Annual receipts ₹2.4 Lakh × 0.01% = ₹24 total tax paid. Per day: ₹0.07 (less than one paisa per 
transaction). 

  •  GST abolished: tomatoes from the mandi are 8–12% cheaper. Monthly household food bill 
drops ₹600–1,000. 

  •  12 months of UPI receipts builds a financial history → eligible for Mudra loan at 12% bank rate. 

  •  Saves ₹10,000–15,000/year vs moneylender interest on ₹50,000 working capital. Credit access 
changes his life. 

NET ANNUAL SAVING:  ₹18,000–22,000/yr (consumer price savings + credit access 

saving) 
Note: Raju pays ₹24/year. Government captures 550 million informal earners like him — at zero administrative 
cost. He gets credit access; India gets a taxpayer. 

 

Family 2 — Small Business Owner · ₹8 Lakh Profit · Indore, MP 

 

🥬  Harish & Meena Gupta  ·  Indore, Madhya Pradesh  ·  Income: ₹8 
Lakh profit / ₹60 Lakh turnover 
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─────────────────────────────────────────────── 

CURRENT SYSTEM 

  •  Harish runs a hardware shop. ₹60 Lakh annual turnover. GST registered (compulsory above 
₹40L). 

  •  GST paid annually: ₹3.6–4.5 Lakh. CA fees: ₹30,000/yr. Time on GST filing: 8–10 hours/month. 

  •  Income tax on ₹8L profit: ~₹52,500/yr. Total annual tax and compliance burden: ₹4.5–5.5 Lakh. 

  •  GST inspector visit last year. Paid ₹12,000 to resolve a reconciliation dispute that was the 
inspector's error. 

  •  Cannot compete on price with online retailers who have VC backing and absorb GST as a cost. 

0.01% TRANSFER TAX SYSTEM 

  •  Transfer tax on ₹60L turnover receipts: ₹6,000/year. This is Harish's total tax obligation. 

  •  GST abolished: no monthly filing, no CA fees, no inspector visits, no reconciliation, no disputes. 

  •  Annual saving: ₹4.5 Lakh (GST) + ₹30,000 (CA) + ₹52,500 (income tax) + ₹12,000 (bribe) = 
₹5.1 Lakh saved. 

  •  Harish passes 10% price reduction to customers — becomes competitive against online sellers 
for the first time. 

  •  Clean digital transaction history → bank upgrades loan limit and reduces interest rate. 

NET ANNUAL SAVING:  ₹5.1 Lakh/year (tax + compliance + bribe savings) 
Note: Harish pays ₹6,000 total vs ₹4.5–5.5 Lakh today. 98%+ reduction. He becomes the loudest advocate for 
the new system in his community. 
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Family 3 — Salaried Professional · ₹22 Lakh Combined · Pune 

 

🥬  Vikram & Priya Sharma  ·  Pune, Maharashtra  ·  Income: ₹22 Lakh/yr 
combined 

─────────────────────────────────────────────── 

CURRENT SYSTEM 

  •  Vikram: Software engineer, ₹18L CTC. Priya: School teacher in private school, ₹4L/yr. 

  •  Vikram's income tax (new regime): ₹2.8 Lakh/yr after standard deduction. TDS deducted by 
employer. 

  •  CA fees for filing: ₹8,000/yr. Time lost to tax planning and filing: 15–20 hours/year. 

  •  Embedded GST on household consumption (appliances, clothing, eating out, services): 
₹55,000–70,000/yr. 

  •  Frustration: pays full rate while business-owning neighbours pay near zero through legitimate 
CA structuring. 

  •  Home loan EMI: ₹42,000/month. Children's school fees include 18% GST on services 
component. 

0.01% TRANSFER TAX SYSTEM 

  •  Income tax: ₹0 — abolished under implementation Phase 3. No more TDS, no more filing. 

  •  Transfer tax on salary receipts + household spending: ~₹2,200/yr total. 

  •  GST abolished: household annual saving of ₹55,000–70,000 on consumption. 

  •  Take-home increases by ₹2.8 Lakh (tax saved) + ₹62,000 (GST saving) = ₹3.42 Lakh more per 
year. 

  •  ₹3.42 Lakh extra redirected to EMI prepayment: home loan closes approximately 6 years early. 

  •  School fees drop as GST on educational services is abolished. 

NET ANNUAL SAVING:  ₹3.4 Lakh/year (income tax + GST savings) 
Note: Vikram pays ₹2,200 vs ₹2.8 Lakh today. His effective take-home increases by ₹3.4 Lakh — equivalent 
to a 19% salary hike without negotiating with his employer. India's 60 million salaried employees all benefit 
identically. 

 

Family 4 — Business Owner · ₹85 Lakh Income · Bengaluru 

 

🥬  Rajesh & Kavitha Nair  ·  Bengaluru, Karnataka  ·  Income: ₹85 
Lakh/yr (agency + investments) 
─────────────────────────────────────────────── 

CURRENT SYSTEM 

  •  Rajesh: founder of a 15-person digital marketing agency. ₹4 Crore annual revenue. 

  •  Corporate / professional tax on ₹85L income: ₹18–22 Lakh/yr. CA team: ₹4 Lakh/yr. 

  •  GST on services (18%): ₹72 Lakh collected, ₹65 Lakh paid as input credit — net ₹7 Lakh/yr to 
government after reconciliation. 

  •  Two GST reconciliation disputes outstanding: ₹14 Lakh locked in disputed refunds for 18 
months. 
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  •  Kavitha: 3 rental properties. Pays 30% on rental income = ₹9 Lakh/yr. Stamp duty 8% on last 
purchase. 

  •  Total family tax and compliance cost: ₹38–45 Lakh/year. Almost half of gross income. 

0.01% TRANSFER TAX SYSTEM 

  •  Transfer tax on ₹4 Cr agency receipts: ₹40,000/yr. This is the business's total tax. 

  •  No GST: no reconciliation, no input credit tracking, no disputes. ₹14L locked refund released 
immediately. 

  •  No income tax on Kavitha's ₹30L rental income. No stamp duty on future property purchases. 

  •  CA team (₹4L) and compliance overhead (₹3L): fully eliminated. 7 lakh freed annually. 

  •  Rajesh prices services 12% lower than GST-paying competitors. New client wins accelerate. 

  •  Freed capital of ₹38L+: used to hire 6 additional employees. GDP grows. 

NET ANNUAL SAVING:  ₹38–44 Lakh/year (tax + compliance + refund savings) 
Note: Rajesh pays ₹40,000 vs ₹38–45 Lakh today. 98%+ reduction. He creates 6 jobs with the savings — the 
most powerful GDP multiplier available. 
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Family 5 — Ultra High Net Worth · ₹12 Crore Income · Mumbai 

 

🥬  Suresh & Ananya Mehta  ·  Mumbai, Maharashtra  ·  Income: ₹12 
Crore/yr (salary + dividends + capital gains) 
─────────────────────────────────────────────── 

CURRENT SYSTEM 

  •  Suresh: promoter of a listed mid-cap company. Salary ₹3 Cr, dividends ₹4 Cr, capital gains ₹5 
Cr. 

  •  Personal tax: ₹3.5–4 Crore/yr. Company corporate tax: 22% on ₹50 Cr profit = ₹11 Crore. 

  •  CA team, tax lawyers, transfer pricing consultants: ₹80 Lakh/year in professional fees. 

  •  Mauritius holding company structure: saves ₹1.5–2 Crore in capital gains tax annually. 

  •  Three residential properties: all purchased with 35–50% black cash component (industry norm). 

  •  Considering Singapore PR for tax residency. Actively reviewing Dubai Family Office options. 

  •  Total tax + avoidance infrastructure: ₹4.5–5.5 Crore/yr on ₹12 Crore income. 

0.01% TRANSFER TAX SYSTEM 

  •  Transfer tax on ₹12 Cr personal receipts: ₹1.2 Lakh/yr. Total personal tax obligation. 

  •  Company transfer tax on ₹50 Cr operations: ₹5 Lakh/yr. vs ₹11 Crore corporate tax today. 

  •  Mauritius structure pointless: saving ₹1,200 on a ₹1.2 Crore transfer is not worth the annual 
₹40L structure cost. 

  •  Black cash in property: evading ₹1 Crore transfer saves ₹1,000. Legal risk = ₹5 Crore+. Always 
white. 

  •  CA team and lawyers (₹80L): fully redundant. Singapore and Dubai options: not worth 
considering. 

  •  Suresh stops being a flight risk. India is now the lowest effective tax jurisdiction for him globally. 

  •  Ananya's capital gains on portfolio: zero tax. She can freely redeploy capital into Indian 
economy. 

NET ANNUAL SAVING:  ₹15–16 Crore/year (corporate tax + personal tax + 

professional fees + offshore structure cost eliminated) 
Note: Suresh pays ₹1.2 Lakh personal tax vs ₹4.5 Crore today. India retains its most productive, highest-value 
citizens — the ones it currently drives offshore with punishing rates. This alone reverses India's brain and 
capital drain. 

 

5.1 Summary Across All Five Families 

 

Family Income Tax Today Under 0.01% Annual 
Saving 

Key Life 
Change 

Raju & Sunita 
(vendor) 

₹2.4 Lakh ₹0 + ₹9K GST 
consumed 

₹24/yr ₹18,000+ 
(prices + 
credit) 

Credit access. 
Financial 
inclusion. 

Harish & Meena 
(SME) 

₹8L profit ₹4.5–5.5 Lakh ₹6,000/yr ₹5.1 Lakh/yr No CA. No 
inspector. 
Competes 
freely. 
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Family Income Tax Today Under 0.01% Annual 
Saving 

Key Life 
Change 

Vikram & Priya 
(salaried) 

₹22 Lakh ₹2.8L + ₹62K 
GST 

₹2,200/yr ₹3.4 Lakh/yr Loan closed 6 
yrs early. No 
filing. 

Rajesh & Kavitha 
(business) 

₹85 Lakh ₹38–45 Lakh ₹40,000/yr ₹38–44 
Lakh/yr 

Hires 6 people. 
Prices drop. 

Suresh & Ananya 
(UHNW) 

₹12 Crore ₹4.5–5.5 Crore ₹1.2 Lakh/yr ₹15–16 
Crore/yr 

Stays in India. 
No offshore. No 
evasion. 
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6. The Dual-Track Model — Online and Offline in 
Parallel 

 

No cash business is forced off the old system overnight. Both systems run simultaneously. The 
online track is simply superior at every level — migration happens through economic incentive, 
not coercion. 

 

Feature Track 1: Cash / Offline Track 2: Digital 0.01% 

Tax mechanism GST + income tax + filing + audits + 
CA 

0.01% auto-deducted at settlement 

Effective tax rate 5–30% (nominal); 3–15% (effective 
after evasion) 

0.01% flat — unavoidable 

Compliance cost 2–3% revenue + professional fees Zero 

Corruption exposure High at every step Structurally impossible 

Goods pricing Current price (taxes + compliance 
embedded) 

10–25% cheaper (all taxes and 
compliance gone) 

Credit access No digital trail — no formal credit Full transaction history — instant 
credit scoring 

Migration incentive None — coercive migration 
historically fails 

Economic pull — math forces it 
naturally 

 

Year % of Economy 
Digital 

What Drives Migration 

Year 1 
(launch) 

35% (already digital) Large businesses see the math instantly — Day 1 

Year 1.5 55% SMEs see digital competitors 15–20% cheaper — price 
competition 

Year 2 72% GST abolished for online businesses; offline still paying 18% 
GST 

Year 3 88% ₹500 note withdrawn — large cash transactions physically 
impractical 

Year 5 97% No digital history = no credit = no growth. Last wave migrates. 
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7. Blockchain — The Immutable Record Layer 

 

MeitY's National Blockchain Framework, launched September 2024, has verified over 34 crore 
documents. RBI's wholesale CBDC pilot operates on blockchain rails (October 2025). The 
infrastructure exists. It needs to be connected to the tax system. 

 

Component Function Why It Matters 

Immutable 
Transaction Record 

Every transfer and tax 
deduction permanently 
hashed on-chain 

Cannot be altered, deleted, or manipulated 
by any government official after the fact 

Public Audit 
Dashboard 

Real-time total tax collected 
— visible to every citizen 

First time in India's history that government 
fiscal accounts are genuinely verifiable 

Multi-Party Validation 15 government + 50 bank + 
100 public nodes must reach 
consensus 

No single entity can control or manipulate 
the ledger 

Zero-Knowledge 
Privacy 

Amounts public; individual 
identities cryptographically 
protected 

Accountability without personal privacy 
violation 

Smart Contract 
Reconciliation 

Banks auto-reconcile in 
milliseconds — no manual 
process 

Eliminates reconciliation disputes and delays 
permanently 

 

Under blockchain architecture: no politician can redirect funds, no bureaucrat can 
alter records, no minister can massage figures. Every rupee collected is visible to 
every citizen in real time. This is structural transparency — not an audit report 
published six months later. 

 

7.1 System Build Cost vs Return 

 

Component One-Time Build Cost Annual Running Cost 

RBI/NPCI payment rail modification ₹500–800 Cr ₹50 Cr/yr 

Blockchain infrastructure (165+ nodes) ₹800–1,200 Cr ₹150 Cr/yr 

AI detection and red team system ₹600–1,000 Cr ₹200 Cr/yr 

Public dashboard and APIs ₹100–150 Cr ₹20 Cr/yr 

Integration, testing, security audit ₹300–500 Cr ₹100 Cr/yr 

TOTAL ₹2,300–3,650 Cr one-time ₹520 Cr/yr running 
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ROI: System costs ₹3,650 Cr maximum to build. At verified Day 1 yield of ₹28.62 lakh 
crore annually = ₹784 Cr per day. Full system build cost paid back in under 5 days of 
operation. 
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8. AI — The Self-Healing Anti-Corruption Layer 

 

Every tax system humans have designed, humans have learned to exploit. The question is not 
whether loopholes will emerge — they will — but how fast they are detected and closed. AI 
closes them before they scale. 

 

Potential Loophole Attack Method AI Detection Method Detection 
Time 

Transaction 
splitting 

Split large transfer into 
many sub-₹200 
transactions 

Flags clustering of same-
value transfers between 
same entities 

Hours 

Round-trip 
transfers 

A→B then B→A — no 
economic substance 

Detects reciprocal patterns 
without commercial purpose 

Days 

Shell account 
chains 

A→B→C→D→A — 
circular laundering 

Graph neural network maps 
circular money flows 

Days 

Crypto bridge INR → USDT offshore 
→ back to INR 

KYC-linked on/off ramps 
taxed; pattern flagged 

Pre-
closed by 
design 

Fake agricultural 
tagging 

Label commercial 
transfer as farm 
exemption 

Cross-references GPS, 
crop calendar, mandi 
records 

Days 

Netting 
arrangements 

Corporates offset 
debts — no transfer, 
no tax 

Entities with high business 
volume but low transfer 
volume flagged 

Weeks 

GIFT City routing Route via special 
economic zones 

GIFT City included in scope 
by default 

Pre-
closed 

New account 
flooding 

Create thousands of 
accounts to split 
transfers 

KYC-linked clusters with 
abnormal velocity flagged 

Hours 

 

8.1 The Red Team Model — Closing Loopholes Before They Are 
Found 

A dedicated AI model is trained specifically to attack the tax system — finding every possible 
way to avoid tax within or outside the rules. A separate blue team model defends. Monthly 
human review. Patches deployed in days, not years. 

 

Step Action Who Frequency 

1. Attack Red team AI generates new 
exploitation strategies 

AI trained on global tax 
evasion case library 

Daily 
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Step Action Who Frequency 

2. 
Simulate 

Each strategy tested against 
live transaction data 

Blue team AI + 
economic model 

Daily 

3. 
Prioritise 

Top risks escalated to human 
policy team 

AI triage → human 
review 

Weekly 

4. Patch Rule change drafted, legally 
reviewed, deployed 

Policy team + RBI legal 
+ NPCI tech 

Monthly or faster 

5. Verify Patch tested against red team 
to confirm closure 

Red team re-attacks Within 48 hours 

Traditional enforcement: loophole exploited 3–7 years → audit discovers → 2 years 
legislation → 5 years enforcement. This system: loophole theorised by AI → 
simulated → patched → deployed within 30 days. Exploiters never get a sustained 
run. 
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9. The ₹500 Note Phase-Out 

 

₹500 notes constitute 86% of the total value of currency in circulation in FY25 (RBI Annual 
Report 2025). They are the operational infrastructure of India's black economy. With ₹100 as 
the highest denomination, carrying ₹10 lakh requires 10,000 notes weighing 10 kg. Carrying ₹1 
crore requires 100 kg. Large black cash transactions become physically impossible without 
coercion. 

 

Phase Timeline Action Expected Effect 

Pre-withdrawal Months 1–12 0.01% system live. ₹500 still 
valid. Digital dominant. 

Voluntary shift — evasion at 
0.01% is economically irrational 

Announcement Month 12 12-month advance notice. Bank 
exchange facility opened. 

₹500 enters banking system. 
Black cash deposits surge. 

Restriction Months 12–
18 

₹500 banned for transactions 
above ₹25,000. 

Real estate and gold black 
deals disrupted 

Withdrawal Month 24 ₹500 demonetised. ₹100 is 
highest denomination. 

All ₹500 must be deposited — 
enters white economy 

New Normal Year 3+ Max feasible cash ₹10,000 (100 
notes × ₹100). 

Large-value black transactions 
physically impossible 

 

Key distinction from 2016 demonetisation: this phase-out follows 2 years of voluntary digital 
adoption driven by economic incentive. People are already digital. The ₹500 exit closes the 
residual loophole — it does not shock an unprepared economy. 
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10. The GDP Growth Model 

 

India's nominal GDP in FY26: ₹345.47 lakh crore ($3.91 trillion). Current growth: 7.6% real, 
8.6% nominal (PIB, February 2026). A 3x target in 10 years requires ~12% average nominal 
growth — above trajectory but achievable if five structural barriers are simultaneously removed. 

 

Structural Barrier GDP Cost Now Removed By 
This System 

Incremental Growth 

Corruption — ₹12–20L 
Cr/yr misallocated 

~2% GDP growth 
lost/yr 

Yes — structurally ~2% additional/yr 

Compliance overhead — 
₹5–8L Cr dead cost 

~1.5% GDP 
growth lost/yr 

Yes — abolished ~1% additional/yr 

550M excluded from 
formal economy 

No credit, no 
investment 

Yes — all 
transactions 
visible 

~1–2% additional/yr 

FDI suppressed — $0.4Bn 
net vs $81Bn gross 

Massive lost 
investment 

Yes — lowest-tax 
economy globally 

~1.5% additional/yr 

₹93–200L Cr black wealth 
frozen in property 

Locked, 
unproductive 

Yes — evasion 
irrational at 0.01% 

One-time 3–5% surge 

 

Year Nominal GDP (₹L Cr) USD Equivalent Driver Global 
Rank 

2026 (Baseline) ₹345 L Cr $3.91 Tn Current trajectory at 
8.6% 

5th 

2027 ₹384 L Cr $4.3 Tn 0.01% live. 
Corruption 
removed. FDI rises. 

5th 

2028 ₹432 L Cr $4.8 Tn GST abolished. 
Prices drop. 
Consumption 
surges. 

4th–
5th 

2030 ₹562 L Cr $6.2 Tn Full digital. 
Corporate tax 
abolished. Black 
money formal. 

4th 

2032 ₹720 L Cr $8.0 Tn India = world's 
lowest-tax major 
economy. FDI at 
$150Bn+. 

3rd 

2035 ₹1,036 L Cr $11.5 Tn Volume growth self-
reinforcing. Export 
revenue adds. 

3rd 
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Confidence level: Medium. The 12% nominal growth rate required has precedent — India 
achieved 14–15% nominal in 2006–2008 and China sustained 10%+ real for 15 years. The 
difference is that the barriers being removed here are structural, not cyclical. The estimate is 
plausible but depends on sustained political will across multiple election cycles. 
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11. India as the World's Fiscal Operating System 

 

UPI is already operational in UAE, Singapore, France, Bhutan, Nepal, Sri Lanka, Mauritius, 
Cyprus. NPCI International is building UPI-equivalent systems for Peru, Namibia, and Trinidad & 
Tobago. The export is already happening. The 0.01% tax automation layer is the natural next 
product. 

 

Layer What India Exports Revenue Model Est. Annual 
Revenue 2035 

Layer 1: Payment 
Rails 

UPI infrastructure, real-time 
settlement, QR, APIs 

Licensing + per-
transaction fee 

₹18,000 Cr 

Layer 2: Tax 
Automation 

Auto-deduction software on 
payment rails 

SaaS + implementation ₹14,000 Cr 

Layer 3: Full 
Sovereign Stack 

UPI + Tax + Digital Identity 
(Aadhaar model) 

Long-term managed 
service 

₹20,000 Cr 

Layer 4: Policy 
Advisory 

Phased rollout design + 
constitutional framework 

Consulting + bilateral 
treaties 

₹5,000 Cr 

Layer 5: 
Transaction Fees 

Per-transaction fee on all 
cross-border UPI 
settlements 

Volume-based 
recurring 

₹30,000 Cr 

TOTAL EXPORT 
REVENUE 2035 

  ₹87,000 Cr/yr (~$10 
Bn) 

 

This is India's highest-margin, most defensible export business: sovereign 
governments paying India recurring fees to run their fiscal infrastructure. 
Comparable to the US dollar system — the infrastructure owner extracts value from 
every transaction on the network. 
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12. Implementation Roadmap — Seven Phases 

 

Designed to create irreversible political momentum at each step. Each phase generates a new 
constituency of beneficiaries who actively defend the system against rollback. 

 

Phase Timeline Action Constituency 
Created 

Revenue Effect 

1: Prove It Months 1–6 RBI/NPCI pilot on 
RTGS/NEFT. No existing 
tax abolished. Live public 
dashboard. 

Government 
demonstrates 
surplus. Trust 
established. 

₹15,000–20,000 
Cr surplus visible 

2: Win 
SMEs 

Months 6–18 0.01% on all rails. GST 
abolished for sub-₹5 Cr 
turnover. 

50M+ SMEs. Prices 
drop visibly. Vocal 
advocates created. 

Full system yield 
begins 

3: Win 
Middle 
Class 

Year 2–3 Income tax abolished 
below ₹10 Lakh. 60M stop 
filing. 

Middle class — 
India's politically 
decisive bloc — 
converts. 

Revenue shift 
from direct tax to 
transfer tax 

4: Win 
Consumers 

Year 3–4 GST abolished entirely. All 
goods 10–25% cheaper 
overnight. 

1.48 billion 
consumers. 
Universal benefit. 
Politically 
irreversible. 

Volume surge as 
economy 
accelerates 

5: Win 
Business 

Year 4–5 Corporate tax abolished. 
India = world's lowest-tax 
major economy. 

All corporations + 
FDI surge. Capital 
returns from 
offshore. 

FDI potentially 
doubles 

6: ₹500 Exit Year 2–3 
(parallel) 

12-month advance notice. 
₹100 becomes highest 
denomination. 

Honest economy 
participants. 
Property buyers get 
legal clarity. 

Black wealth 
formalises → 
one-time tax 
surge 

7: Global 
Export 

Year 3+ Nepal, Sri Lanka, 
Bangladesh pilot. 'India 
Fiscal Stack' brand 
launched. 

Geopolitical 
influence. Diplomatic 
alignment. New 
revenue stream. 

₹9,000 Cr export 
revenue by Year 
5 
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13. Objections and Responses 

 

Objection Strongest Version Response 

0.01% doesn't cover 
current tax at verified 
base 

At ₹2,862L Cr × 0.01% 
= ₹28.6L Cr — 40% 
below current ₹47.6L 
Cr 

Correct. Day 1, the system is a supplement, not a 
replacement. Full replacement requires 
expanding scope to all financial instruments (adds 
~₹841L Cr) and growing the digital base. 
Achievable within 5 years. Phased abolition of 
existing taxes tracks yield growth — no existing 
tax abolished until transfer tax yield matches it. 

Double taxation on 
circulating money 

Same ₹100 taxed 
multiple times through 
supply chain 

Already happens under GST at 5–28% per stage. 
At 0.01% per cycle × 10 cycles = 0.1% effective 
rate on original rupee. Current GST equivalent on 
same chain = 18% × multiple stages. This 
objection applies 180x more forcefully to the 
current system. 

Cash economy 
resurges 

Currency in circulation 
doubled after 2016 
demonetisation despite 
all effort 

Correct — demonetisation punished people. This 
system doesn't punish cash users. It simply 
makes digital cheaper. At 0.01%, the financial 
incentive to use cash (saving ₹1,000 on ₹1 Crore) 
is smaller than the practical convenience benefits 
of digital. Rational choice drives migration without 
coercion. 

Constitutional 
challenge — 
regressive 

Flat tax treats 
billionaire and street 
vendor identically 

STT (0.025% on equity transactions) has been a 
flat tax since 2004, surviving 20 years of 
constitutional scrutiny. The transfer tax is 
structurally identical. Sub-₹200 exemption, 
agricultural exemption, and government transfer 
exemption create the 'intelligible differentia' 
required under Article 14 precedent. 

Capital flight offshore Large institutions will 
route through 
Singapore subsidiaries 

At 12.5–30% capital gains tax, routing offshore 
saves crores — obviously worth it. At 0.01%, 
routing saves ₹1 Lakh on ₹1 Crore. Cost of 
maintaining a Singapore subsidiary (₹1–2 
Crore/yr) exceeds the saving for any institution 
below ₹100 Crore/day in transfers. Most 
institutions will not restructure. 

Political resistance Tax department, CAs, 
lawyers all lose 
relevance 

Accurate. This is the primary real obstacle. 
Mitigation: phased approach creates new 
beneficiaries (SMEs, middle class, consumers, 
business) at each step who actively lobby for 
continuation. VRS with full pension for displaced 
workforce. Redeployment to healthcare and 
education — India has 10 lakh+ unfilled 
government positions in these sectors. 
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14. Recommendations to Ministry of Finance 

 

1. Commission RBI and NPCI to conduct a 90-day technical feasibility study for settlement-
layer automatic tax deduction. Output: confirmed technical architecture, timeline, and 
cost estimate. 

2. Pilot the 0.01% system on RTGS and NEFT only for 6 months, running in parallel with 
existing taxes. Publish a live public dashboard showing total tax collected in real time. 
This builds political capital and proves the concept before any existing tax is abolished. 

3. Announce GST abolition for businesses below ₹5 crore turnover, contingent on pilot 
success. This creates the SME constituency that becomes the system's strongest 
political defender. 

4. Engage the Ministry of External Affairs and NPCI International to develop a three-
country sovereign export pilot — Nepal, Sri Lanka, and Bangladesh — within 18 months. 
File the 'India Fiscal Stack' as a branded government export initiative. 

5. Establish a cross-ministry task force (Finance, Electronics & IT, RBI, NPCI, MEA) with 
direct access to the Prime Minister's Office and a 24-month mandate. 

6. Commission a constitutional review panel to design the exemption framework — sub-
₹200 transactions, agricultural transfers, government DBT payments — that survives 
Article 14 challenge based on STT precedent. 

7. Announce the ₹500 note withdrawal plan at Month 12, contingent on Phase 2 
completion. 12-month advance notice. Full bank exchange facility. Public awareness 
campaign. 

8. Commission independent economic modelling of behavioural response — cash 
migration, offshore routing, HFT volume change, informal sector response — to stress-
test yield projections before any existing tax is abolished. 
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15. Data Sources and Methodology 

 

This document uses only verified official data. Where estimates are used, they are clearly 
labelled and the basis stated. 

 

Data Point Source Publication 

Total payment system value FY25: 
₹2,862 Lakh Cr 

RBI Annual Report 2025 RBI, May 2025 

RTGS share of payment value: 
68.6% 

RBI Half-Yearly Payment Systems 
Report 

RBI, October 2025 / 
May 2026 

NEFT share: 14.9%, UPI share: 
9.5% 

RBI Half-Yearly Payment Systems 
Report 

RBI, May 2026 

Digital payment growth FY25: 
17.3% by value 

RBI Annual Report 2025 RBI, May 2025 

GST FY25: ₹22.08 Lakh Cr (record 
high, +9.4%) 

GST Council / PIB PIB, June 30, 2025 

Net direct tax FY25: ₹22.26 Lakh 
Cr 

CBDT Provisional Data CBDT, April 2025 

Income tax FY25: ₹12.57 Lakh Cr CBDT Revised Estimate Budget RE FY25 

Corporate tax FY25: ₹9.87 Lakh Cr CBDT Provisional CBDT, April 2025 

STT FY25: ₹55,000 Cr (surged 
56%) 

CBDT Revised Estimate Budget RE FY25 

Nominal GDP FY26: ₹345.47 Lakh 
Cr / $3.91 Tn 

MoSPI / IBEF IBEF, May 2026 

Real GDP growth FY26: 7.6% PIB / Ministry of Finance PIB, February 2026 

Nominal GDP growth FY26: 8.6% PIB / Ministry of Finance PIB, February 2026 

Currency in circulation: ₹36.2 
Lakh Cr (Sept 2024) 

RBI Weekly Statistical Supplement RBI, 2024 

Note printing cost FY25: ₹6,373 Cr RBI Annual Report 2025 RBI, May 2025 

ITR filers: ~80 million CBDT Annual Report CBDT, 2025 

Transparency International CPI 
2025: 39/100, rank 91 

Transparency International TI, January 2025 

MeitY Blockchain Framework: 34 
Cr+ docs verified 

Ministry of Electronics & IT PIB, September 2024 

UPI countries: 10+ nations 
operational 

NPCI International NPCI, 2025 

FDI gross FY25: $81.04 Bn (+14%) DPIIT / Ministry of Commerce DPIIT, May 2025 
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Data Point Source Publication 

FDI net FY25: $0.4 Bn RBI Balance of Payments RBI, 2025 

 

15.1 Estimates Used and Their Basis 

The following figures are estimates, not verified actuals. They are used where official data does 
not exist at the required granularity: 

• Securities market additional volume (₹841L Cr): derived from NSE annual reports, AMFI 
data, and CCIL estimates. Conservative figure; actual may be higher. 

• Compliance cost to economy (₹5–8L Cr): derived from NASSCOM, CII, and World Bank 
Doing Business Reports. Broad range reflects methodology variation. 

• Black economy size (₹93–200L Cr): based on IMF (50% GDP), Arun Kumar's research 
(62% GDP), and academic literature. High uncertainty — used only to illustrate 
magnitude, not for revenue calculations. 

• GDP 3x projection (2035): modelling exercise based on structural barrier removal. High 
uncertainty over 10-year horizon. Presented as a plausible scenario, not a forecast. 

• FDI projection ($150–200Bn/yr): extrapolated from current trajectory plus assumed FDI 
response to tax elimination. No comparable case exists globally — treated as directional, 
not precise. 

 

 

 

"Build a tax so small it is never worth evading, 
so automatic it requires no human to collect, 

so transparent it cannot be corrupted, 
and so exportable that India owns the fiscal future. 

 

 

 
END OF DOCUMENT — VERSION 5.0 FINAL — MAY 2025 

Independent policy proposal submitted for government consideration and public discourse. 
All verified data sourced from official RBI, CBDT, MoSPI, GST Council, and PIB publications. 
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