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Abstract

Purpose/Objective: This study aims to examine the causes and consequences of erroneous tax deduction
claims among salaried individuals in India. The research seeks to identify the key factors contributing to these
errors and propose actionable solutions to improve compliance and reduce errors in tax filings.

Methods: A survey-based research methodology was employed, gathering data from 530 salaried individuals
across India. The data was analyzed using statistical tools, including reliability tests and hypothesis testing, to
assess the perceptions of respondents regarding the causes, consequences, and potential solutions for erroneous
tax claims.

Results: The study finds that complexity in tax laws, lack of awareness, and over-reliance on third-party
consultants are major contributors to erroneous claims. Consequences include financial stress for individuals,
revenue loss for the government, and a decline in public trust in the tax system. Technology, simplified tax
guidelines, and increased public awareness were identified as effective solutions to reduce errors.

Conclusion/Implications: The study concludes that simplifying tax provisions, enhancing tax literacy through
awareness campaigns, involving employers in guiding employees, and leveraging technology are essential to
improving tax compliance. The research highlights the need for gender-sensitive and age-tailored interventions
to address the diverse needs of different demographic groups. Implementing these measures could contribute
to a more efficient and equitable tax system in India.
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1. Introduction

The Indian tax system is a multifaceted and evolving framework influenced by a combination of
historical, economic, and political factors. It incorporates both direct and indirect taxes and operates across
multiple levels of government, namely central, state, and local. Historically, India’s tax system has roots in
ancient land revenue practices, which evolved significantly under British colonial rule, introducing various
taxes still relevant in contemporary India (Kapoor, S., & Singh, A. ,2023). After gaining independence in 1947,
India’s tax system underwent substantial reforms, notably following the economic liberalization of the early
1990s, aimed at transforming the country into a market-driven economy (Das, 2022). Since then, successive
governments have implemented various reforms to improve the system's efficiency and equity, while also
adapting to a globalized economy.

The structure of India's taxation system consists primarily of two categories: direct taxes and indirect
taxes. Direct taxes, such as income tax and corporation tax, are levied on individuals and businesses,
respectively. Indirect taxes, including customs duties, excise duties, and the Goods and Services Tax (GST),
are imposed at various stages in the supply chain. While direct taxes contribute to a growing portion of total
tax revenue, indirect taxes remain the dominant source, especially through the GST, which was introduced in
2017 as a landmark reform (Das, 2022). Despite these advancements, challenges remain in ensuring efficient
tax collection, including issues such as low tax-to-GDP ratios, tax evasion, and a large informal economy
(Rao, 2022).

One of the significant issues that continues to plague the Indian tax system is tax compliance,
particularly among salaried individuals. Despite reforms, the system is often perceived as complex and
difficult to navigate, especially for individuals unfamiliar with tax regulations (Nainwal, 2015). The
complexity is compounded by the evolving nature of the system, which has added layers of exemptions,
deductions, and compliance requirements that the average taxpayer may struggle to understand. Consequently,
this has contributed to errors in tax filings, including wrongful claims for deductions and exemptions, which
can lead to financial losses both for taxpayers and the government (Kaur et al., 2016). Furthermore, these
complexities in the tax structure make it easier for fraudulent claims to emerge, further undermining the
integrity of the tax system (Rao & Rao, 2023).

Technological advancements have been one of the driving forces in reforming India’s tax
administration. The introduction of digital tax filing platforms and automated compliance checks aims to
simplify the filing process and reduce human errors. However, technological integration alone cannot address
the issue of insufficient tax literacy, which remains a critical barrier to improving overall compliance. Many
salaried individuals are not well-versed in fundamental tax concepts, such as chargeable income, exemptions,
and available tax-saving provisions under various sections of the Income Tax Act (Bhushan & Medury, 2013;
Ermn Chen Loo & Ho, 2005). This lack of tax literacy is often influenced by factors such as education level,
income group, and access to professional tax advice (Vyas et al., 2020).

The inadequacy of tax knowledge contributes to a widespread failure to maximize available tax-saving
options, even when taxpayers are aware of them. For instance, many salaried individuals fail to claim
deductions under Section 80C (for investments in specified instruments) or Section 10 (for exemptions on
house rent allowance), resulting in overpaid taxes (Vyas et al., 2020). Conversely, some individuals may
inadvertently claim ineligible deductions or exemptions, which can trigger legal consequences, such as audits
or penalties, by tax authorities (Richardson & Sawyer, 2021). Moreover, the growing reliance on self-
assessment systems, where individuals are responsible for filing their returns and claiming deductions, further
highlights the need for a more robust framework to ensure compliance (Ern Chen Loo & Ho, 2005).
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Recent reports from India’s Income Tax Department reveal a significant issue in tax compliance
among salaried employees. Approximately 90,000 salaried individuals withdrew wrongful tax deduction
claims amounting to X1,070 crore due to discrepancies under various sections of the Income Tax Act
(Economic Times, 2024). These findings bring to light the scale of erroneous claims and underscore the need
to explore the causes and consequences of such errors. While some of these issues stem from fraudulent
activities, many arise from unintentional administrative errors, misinterpretations of tax laws, or inadequate
understanding of tax filing requirements. It is imperative to identify these causes in order to mitigate them
effectively and improve the overall functioning of the tax system in India.

1.1 Problem Statement

Erroneous tax deduction claims pose a significant challenge to both taxpayers and tax authorities,
often resulting from a mix of fraudulent activities, administrative errors, and misunderstandings of complex
tax laws. These inaccuracies lead to substantial financial losses, administrative burdens, and inefficiencies in
tax governance. Fraudulent refund schemes are a primary source of erroneous claims, with billions lost
annually due to such activities (Wright, 2015). Administrative errors, such as incorrect data entry or
misinterpretation of tax regulations during return preparation, also contribute to discrepancies (Soled &
Goodman, 2010). A lack of clear regulatory guidance further exacerbates these issues, leaving taxpayers ill-
equipped to make informed decisions, thereby increasing the likelihood of mistakes (Wright, 2015).
Addressing these challenges requires a comprehensive understanding of their root causes and the
implementation of targeted strategies such as enhanced training for tax preparers, stronger internal controls,
and clearer regulatory frameworks (Laffin & Gomes, 2018; Zhang, 2007). Despite these efforts, tax avoidance
and fraudulent activities remain persistent, emphasizing the need for continuous vigilance and adaptable
regulatory updates to maintain the integrity of the tax system.

1.2 Research Objectives
e To identify the main causes of erroneous tax deduction claims.
e To analyze the consequences of these claims for both individuals and the broader tax system.
e To propose actionable solutions to mitigate these issues and improve overall compliance.

1.3 Hypothesis:

1. Null Hypothesis (Ho): There are no significant differences in perceptions of the causes, consequences,
and proposed solutions to mitigate erroneous tax deduction claims between males and females.

2. Null Hypothesis (Ho): There are no significant differences in perceptions of the causes, consequences,
and proposed solutions to mitigate erroneous tax deduction claims across different age groups.

1.4 Scope & Significance

This study examines the factors contributing to erroneous tax deduction claims among salaried
individuals in India, focusing on common errors, their causes, and their implications for both taxpayers and
the government. The research targets salaried employees across various income groups and explores mistakes
related to deductions under sections like 80C, 10, and 24(b), while also addressing issues with Form 16
inaccuracies and third-party intermediaries. Geographically, the study covers all regions of India, considering
variations in literacy and economic conditions. The significance of this research lies in its potential to improve
tax literacy and compliance by addressing common misconceptions, reducing errors, and fostering fairness in
the taxation system. By enhancing taxpayer awareness and streamlining processes through technology and
policy reforms, the study aims to reduce the administrative burden on tax authorities, minimize revenue
leakage, and support economic growth, ultimately contributing to a more efficient and equitable tax system in
India.
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1.5 Structure of the Paper

This paper is organized as follows: Section 2 reviews the relevant literature on tax compliance and
erroneous claims, highlighting key causes and consequences. Section 3 outlines the research methodology,
including data collection methods and analysis techniques. Section 4 presents the findings from the study,
discussing common errors in tax deduction claims among salaried individuals in India. Section 5 analyzes the
implications of these errors for both taxpayers and the tax system, followed by Section 6, which proposes
actionable solutions to mitigate these issues. Finally, Section 7 concludes the paper and suggests directions for
future research.

2. Literature Review

The study of tax compliance and erroneous claims has gained substantial attention over the years, with
researchers examining a variety of factors that influence tax behavior. Several aspects contribute to the
occurrence of tax errors, ranging from lack of awareness to fraudulent activities. This literature review
addresses these factors by discussing tax literacy, tax complexity, tax avoidance strategies, and the influence
of technological advancements on tax compliance. The review concludes with an identification of the research
gaps that this study aims to address.

2.1 Tax Literacy and Tax Compliance

Tax literacy is a critical factor influencing tax compliance. Bhushan and Medury (2013) emphasize
that a significant portion of salaried individuals in India lack basic understanding of tax concepts such as
chargeable income, exemptions, and available deductions. In a similar vein, Loo and Ho (2005) found that
many Malaysian salaried individuals, despite being subject to self-assessment systems, had low competency
in understanding tax laws, which led to common mistakes in tax filings. Studies by Vyas, Singh, and Shukla
(2020) further confirm that tax literacy plays a vital role in reducing errors in claiming deductions, particularly
among salaried individuals. They suggest that higher levels of education and professional guidance correlate
positively with tax compliance.

Further studies, such as those by Alm (2019), highlight the connection between tax morale and tax
compliance, indicating that individuals who are more knowledgeable about the tax system and perceive it as
fair are more likely to comply voluntarily. This reflects the importance of enhancing tax literacy to reduce
errors and improve overall tax compliance.

2.2 Tax Complexity and Administrative Errors

Tax systems often become complex due to a range of exemptions, deductions, and changing
regulations. This complexity can create confusion for taxpayers, particularly for salaried individuals with
limited knowledge. McKerchar (2005) discusses how income tax complexity in Australia increases the
likelihood of errors among tax preparers, suggesting that a lack of understanding regarding tax laws is a
primary source of mistakes. Similarly, Kaur et al. (2016) argue that the self-assessment system in India, while
providing greater autonomy to taxpayers, increases the risk of errors when individuals are not adequately
equipped to navigate the intricate tax code.

Lack of clarity in tax rules has also been cited as a factor contributing to administrative errors.
According to Wright (2015), erroneous claims often result from mistakes in the preparation of tax returns,
including incorrect data entry and misinterpretation of complex regulations. These errors not only lead to
inaccuracies in tax filings but can also cause financial loss for both taxpayers and tax authorities. Studies by
Soled and Goodman (2010) emphasize that these errors, if not corrected, can result in penalties and legal
consequences for taxpayers.
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2.3 Fraudulent Tax Claims and Tax Evasion

While administrative errors are common, fraudulent claims and deliberate tax evasion present a more
severe issue. Slemrod and Gillitzer (2019) argue that tax evasion is a major issue globally, fueled by
opportunities for fraudulent activities, including false deductions, underreporting of income, and fraudulent
refund claims. Wright (2015) further notes that fraudulent refund schemes are a significant contributor to
erroneous claims, with billions of dollars lost annually due to tax fraud. This problem is not limited to high-
income individuals or large corporations, as even salaried employees can be involved in tax evasion practices,
especially when the system lacks transparency and accountability.

Kirchler (2007) discusses the "slippery slope" framework, which posits that individuals may avoid
taxes if they believe they can evade detection, especially in an environment where tax enforcement is perceived
as weak. The widespread belief that others are evading taxes without consequences encourages non-
compliance and increases the likelihood of fraudulent claims. Kirchler, Hoelzl, and Wahl (2008) add that both
perceived fairness in the tax system and enforcement practices are critical factors in mitigating fraud and
encouraging compliance.

2.4 Technological Advancements and Tax Compliance

Technological advancements have transformed tax administration globally, with the introduction of
digital filing systems, automated compliance checks, and e-filing portals aimed at simplifying tax processes
and reducing errors. Rao and Rao (2023) discuss how India’s adoption of digital tax filing has improved
efficiency and reduced errors in tax submissions. They argue that automation, combined with real-time
validation checks, significantly minimizes the chance of human error. Similarly, Deloitte (2023) highlights
that technology can simplify the tax compliance process for salaried individuals by providing accessible
platforms that guide them through the filing process and ensure that proper deductions are claimed.

However, as beneficial as these systems are, they also present challenges. Bhushan and Medury (2013)
point out that while technological tools provide assistance, they cannot compensate for a lack of understanding
of tax laws. Therefore, it is critical to combine technology with enhanced tax education and training for both
individuals and professionals.

2.5 Research Gap

While the literature extensively covers factors like tax literacy, complexity, fraud, and technological
advancements, there is a gap in understanding the specific causes and consequences of erroneous tax deduction
claims among salaried individuals in the Indian context. Most studies focus on tax evasion or general tax
compliance, but few explore how specific deductions (such as those under sections 80C, 10, and 24(b)) are
misused or misinterpreted by salaried employees. Additionally, there is limited research on the impact of third-
party intermediaries, such as tax consultants and employers, on the accuracy of tax deduction claims in India.

Moreover, the role of regional variations in literacy, economic conditions, and tax awareness has not
been thoroughly investigated. This study aims to fill these gaps by examining the causes of erroneous tax
claims among salaried individuals in India, focusing on deductions, Form 16 inaccuracies, and the role of
intermediaries, while also considering regional disparities in compliance and awareness.

3. Research Methodology
3.1 Research Design

This study adopts a survey-based research methodology, using convenience sampling to gather data
from salaried individuals across India. Convenience sampling was chosen due to its efficiency, cost-
effectiveness, and ability to collect data quickly from a large number of participants. This non-probability
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sampling method was suitable for this exploratory study aimed at identifying causes, consequences, and
potential solutions related to erroneous tax deduction claims.

3.2 Participants and Data Collection

A total of 530 salaried individuals participated in the survey. The sample was predominantly male
(65.1%) with a skewed age distribution, where 34.9% of participants were below 25 years of age, and 32.1%
were aged between 46-55 years. This demographic breakdown provided valuable insights into the perceptions
of different age groups and genders regarding erroneous claims.

Data were collected using a structured questionnaire designed to assess perceptions on causes,
consequences, and solutions to erroneous tax claims. A 5-point Likert scale was employed to rate responses,
ranging from "Strongly Disagree" to "Strongly Agree."

3.3 Data Analysis

The data were analyzed using Jamovi 2.3.28 software, which provided various statistical tools for
evaluating Likert scale responses. Reliability was assessed using Cronbach’s alpha, with values ranging from
0.810 (good) to 0.958 (excellent), indicating strong internal consistency.

To examine differences in perceptions based on demographic variables (gender and age), Mann-
Whitney U tests and Kruskal-Wallis tests were conducted, as the Likert scale data did not assume normal
distribution.

3.4 Ethical Considerations

Ethical considerations were taken into account throughout the research process. All participants were
informed about the study’s purpose and their participation was voluntary. Consent was obtained from each
respondent, and their anonymity was ensured throughout the study.

4. Result and Findings
4.1 Demographic Variables

Table 1: Demographic Variables

Gender | Female 185 (34.9%), Male 345 (65.1%)

Below 25 185 (34.9%), 26-35 45 (8.5%), 36-45 110 (20.8%), 46-55 170 (32.1%), Above 55

Age 150 (3.8%)

The demographic data shows a predominant male population (65.1%) compared to females (34.9%).
In terms of age distribution, the majority of individuals are under 25 years old (34.9%), followed by those in
the 46-55 age group (32.1%). The remaining participants are spread across the 36-45 (20.8%) and 26-35
(8.5%) age groups, with only a small percentage (3.8%) above 55 years. This indicates a younger demographic,
with a significant male majority.

4.2 Reliability test: The Cronbach's alpha coefficients for the three sections of the scale indicate varying levels
of internal consistency. The "Causes of Erroneous Tax Deduction Claims" section achieved a Cronbach's alpha
of 0.823, which falls under the "Good" reliability category according to George and Mallery (2018) [[as per
Knowledge Base guidelines]]. Similarly, the "Consequences of Erroneous Tax Deduction Claims" section
scored 0.810, also reflecting "Good" reliability. The "Proposed Solutions to Mitigate Issues" section
demonstrated the highest reliability with a Cronbach's alpha of 0.958, classified as "Excellent." These results
suggest that the items within each section are consistently measuring their respective constructs, with the
proposed solutions section showing particularly strong internal consistency
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4.3 Analysis of Causes, Consequences, and Solutions for Erroneous Tax Deduction Claims

Table 2: Analysis of Causes, Consequences,
and Solutions for Erroneous Tax Deduction
Claims

Each question is rated on a 5-point Likert scale
(1 = Strongly Disagree, 2 = Disagree, 3 =
Neutral, 4 = Agree, 5 = Strongly Agree).

Section 1: Causes of Erroneous Tax Deduction
Claims

1. Lack of awareness about permissible tax
deductions under the Income Tax Act leads to 75 (226 33 | 189|179 | 3.17 | 1.19
incorrect claims

2. Complexity in understanding tax provisions
encourages salaried individuals to make errorsin | 8.5 | 17 | 38.7 | 29.2 | 6.6 | 3.08 | 1.03
claiming deductions

3. Over-reliance on employers or third-party tax

1 2 3 4 5 Mean | SD

consultants results in inaccurate tax deduction 4.7 |12.3 | 425|264 | 14.2 | 3.33 | 1.02
claims

4. Intentional misreporting of income or

deductions is common among salaried 57 | 85 | 50 |20.8 |15.1 | 3.31 | 1.01

individuals to reduce taxable income

5. Frequent changes in tax laws create confusion,
leading to erroneous claims

6. Erroneous tax deduction claims lead to
increased scrutiny and penalties for individuals 7.5 | 13.2 | 415 264 | 11.3 | 3.21 | 1.05
by the Income Tax Department

Section 2: Consequences of Erroneous Tax
Deduction Claims

7. Such claims undermine the integrity and
efficiency of the broader tax system

8. Salaried individuals face financial stress due to
repayment demands for wrongful claims

9. Widespread misuse of deductions reduces
public trust in the fairness of the tax system

10. Erroneous claims result in revenue losses for
the government, impacting public welfare 104 | 11.3| 50 | 189 | 94 | 3.06 | 1.05
programs

Section 3: Proposed Solutions to Mitigate
Issues

11. Providing clear and simplified guidelines on
tax deductions can reduce errors in claims

12. Regular awareness campaigns by the Income
Tax Department can improve compliance among | 6.6 | 13.2 | 49.1 | 21.7 | 9.4 | 3.14 | 0.99
salaried individuals

13. Employers should play a more active role in
verifying and guiding employees on tax 6.6 | 123 | 415|274 | 12.3 | 3.26 | 1.04
deductions

14. Implementing stricter penalties for
intentional false claims can deter misuse of tax 4.7 |13.2 425 29.2 | 104 | 3.27 | 0.98
provisions

15. Leveraging technology, such as Al-based
tools, can help identify and prevent erroneous 4.7 (179|358 | 28.3 | 13.2 | 3.27 | 1.05
claims at an early stage

28 | 7.5 | 434|283 (179 3.51 | 0.97

85 |20.8|37.7|23.6| 94 | 3.05 | 1.08

11.3 | 13.2 | 443 | 21.7 | 9.4 | 3.05 | 1.09

7.5 | 15.1 | 443 | 264 | 6.6 | 3.09 | 0.99

85 | 12.3|38.7 208 | 19.8 | 3.31 |1.17

This journal is © TARA 2025 | International Journal of Humanities, Social Science, Business Management &

24

Commerce 2025, Vol. 09 (01), 18-29



CMA (Dr.) Amandeep Singh Manku and Sangam Koli | International Journal of Humanities, Social Science,

Business Management and Commerce, 2025, 09, 01, 18-29

The analysis of erroneous tax deduction claims reveals significant insights into the factors contributing
to such errors, their consequences, and potential solutions. In Section 1, which examines the causes of these
errors, it is evident that frequent changes in tax laws are seen as a major source of confusion, with a mean
score of 3.51 indicating strong agreement among respondents [[Table 2]]. This aligns with prior research
highlighting how complex and evolving tax provisions create challenges for taxpayers. Additionally, over-
reliance on employers or third-party consultants is viewed as another critical factor, scoring a mean of 3.33,
suggesting that many salaried individuals depend too heavily on external guidance rather than understanding
tax rules themselves.

Section 2 highlights the consequences of erroneous claims, emphasizing their negative impact on both
individuals and the broader tax system. Respondents strongly agree (mean score of 3.05) that such claims
undermine the integrity of the tax system and reduce public trust in its fairness [[Table 2]]. Financial stress
faced by individuals due to repayment demands also scores similarly, reinforcing the personal burden caused
by incorrect filings. Furthermore, widespread misuse of deductions leads to revenue losses for the government,
which can hinder funding for public welfare programs, as noted in previous studies on error rates in refundable
credits.

Finally, Section 3 explores proposed solutions to mitigate these issues. Among the suggestions,
leveraging technology like Al-based tools receives notable support, with a mean score of 3.27, reflecting
optimism about technological interventions in identifying and preventing errors early [[Table 2]]. Providing
clear and simplified guidelines on tax deductions also garners substantial agreement (mean score of 3.31),
underscoring the need for improved communication from tax authorities. These findings resonate with earlier
discussions on enhancing taxpayer awareness and ensuring accurate information to prevent complications in
tax administration.

In conclusion, addressing erroneous tax deduction claims requires a multi-faceted approach involving
policy simplification, increased awareness, employer involvement, stricter enforcement, and technological
advancements. By tackling these root causes and implementing effective measures, stakeholders can enhance
compliance, restore public confidence, and minimize financial burdens on both taxpayers and governments.

4.4 Testing of Hypothesis:

1. Null Hypothesis (Ho): There are no significant differences in perceptions of the causes,
consequences, and proposed solutions to mitigate erroneous tax deduction claims between males
and females.

Result:

A Mann-Whitney U test was conducted to examine whether there were significant differences in
perceptions of erroneous tax deduction claims between males and females. For the causes of erroneous claims,
no significant difference was found, U = 30450, p = .382, indicating that males (M = 16.4, SD = 3.75) and
females (M = 16.5, SD = 3.87) shared similar views on the factors contributing to these errors. However,
significant differences emerged for the consequences of erroneous claims, U = 28275, p = .03, with females
(M=16.1,SD=3.88) perceiving the consequences as more severe than males (M= 15.1, SD =4.12). Similarly,
for proposed solutions, a significant difference was observed, U = 27700, p = .012, with males (M = 16.7, SD
= 3.82) rating the effectiveness of solutions higher than females (M = 15.5, SD =4.90) . These findings suggest
that while both genders agree on the causes of erroneous claims, their perceptions diverge significantly
regarding the consequences and potential solutions, highlighting the need for gender-sensitive strategies in
addressing tax compliance issues. All reported p -values are two-tailed, and effect sizes can be inferred from
the mean differences
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2. Null Hypothesis (Ho): There are no significant differences in perceptions of the causes,
consequences, and proposed solutions to mitigate erroneous tax deduction claims across
different age groups.

Result:

A Kruskal-Wallis test was conducted to determine whether perceptions of erroneous tax deduction
claims differed significantly across age groups. Significant differences were found for all three sections: causes
(H(4)=39.8,p<.001, &2=0.0753), consequences (H (4) =25.4, p <.001, 2= 0.048), and proposed solutions
(H(4)=90.2,p<.001, &?=0.1705) . Post hoc pairwise comparisons using the Dwass-Steel-Critchlow-Fligner
method revealed that younger individuals (below 25 years) perceived causes and proposed solutions more
critically compared to older groups, particularly those above 55 years. For consequences, significant
differences were observed between the youngest group (below 25 years) and the oldest group (above 55 years),
with the latter perceiving consequences as less severe. These findings suggest that age influences how
individuals perceive tax-related issues, highlighting the need for age-tailored interventions to improve
compliance and awareness

5. Discussion

The findings of this study on erroneous tax deduction claims among salaried individuals in India reveal
several key factors contributing to tax errors, many of which are aligned with previous research. One of the
most significant causes identified is the complexity of tax laws and the lack of awareness about permissible
deductions. This aligns with Kaur, Sharma, and Saini's (2016) findings that the complexity of tax provisions
is a primary reason for errors in tax filings among salaried individuals. The frequent changes in tax laws, which
were identified as a significant factor contributing to confusion, echo the concerns raised by the Economic
Times (2024) regarding how tax law changes have led to a significant number of individuals making erroneous
claims.

Another prominent cause is the over-reliance on third-party tax consultants or employers. This
finding resonates with Kaur and Sekhon’s (2023) research, which highlights that many salaried individuals
lack a thorough understanding of tax rules and instead depend heavily on others for their tax filings. This
dependency often leads to errors, particularly when those providing guidance are not fully updated on the most
recent tax regulations or do not fully communicate the complexities of the system.

The consequences of erroneous claims are widespread, affecting both the individual taxpayer and the
broader tax system. Respondents in this study noted that such errors lead to financial stress for individuals,
especially when they face repayment demands for wrongful claims. This is consistent with the findings of the
Outlook Money (2024) report, which discussed how the Indian Income Tax Department has been recovering
substantial amounts from individuals who incorrectly claimed tax deductions, resulting in significant financial
implications for the taxpayers involved. Furthermore, the study underscores how erroneous claims undermine
the integrity of the tax system, a concern also raised by Kaur, Sharma, and Saini (2016), who observed that
these errors contribute to inefficiencies and decreased public trust in the fairness of the tax system.

In terms of solutions, the study emphasizes the need for simplified tax guidelines, increased
awareness campaigns, and the use of technological advancements to reduce errors. These recommendations
align with findings from the SAG Infotech (2025) guide, which stresses the importance of technological tools
in simplifying tax compliance. Additionally, the Economic Times (2024) suggests that clear guidelines and
regular educational initiatives could help improve tax compliance. Moreover, the study suggests that
integrating Al-based tools could help identify errors early, a recommendation supported by the broader
literature on digital tax compliance (SAG Infotech, 2025).
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Interestingly, the study also finds significant differences in perceptions based on gender and age.
Females were found to perceive the consequences of erroneous claims more severely than males, and younger
individuals were more critical of the causes and proposed solutions. These findings suggest that tax
interventions should be gender-sensitive and age-tailored to address the unique challenges faced by different
demographic groups, a perspective supported by Kaur and Sekhon (2023), who noted that tax literacy and
compliance vary significantly across demographic segments.

5.1 Implications for Policy and Practice

The findings of this study have significant implications for policy-makers, tax authorities, and
employers. Policy-makers should consider simplifying tax laws and creating clear, user-friendly guidelines
for salaried individuals. This would ensure that the tax system becomes more transparent and easier to
navigate. Furthermore, tax authorities must prioritize regular awareness campaigns that focus on common
errors, tax-saving strategies, and the latest updates to tax laws. By using technology to automate error
detection, the tax department can further enhance compliance and reduce the administrative burden on both
the government and taxpayers.

For employers, this study suggests a more proactive role in educating employees about tax-saving
opportunities. Employers should provide clear information about the available deductions, exemptions, and
the potential consequences of erroneous claims. This would not only help reduce errors but also build trust in
the tax system

6. Conclusion

This study has highlighted the significant challenges faced by salaried individuals in India with respect
to erroneous tax deduction claims. The complexity of tax laws, lack of awareness, and over-reliance on third-
party consultants were identified as the primary causes of these errors. The consequences, including financial
stress, revenue loss, and the undermining of public trust, illustrate the far-reaching impact of such errors on
both individuals and the broader tax system.

The study has also proposed practical solutions, such as simplifying tax provisions, enhancing public
awareness campaigns, and leveraging technology to reduce errors. The integration of Al-based systems and
clearer tax guidelines can significantly enhance the accuracy of tax filings, thereby improving compliance.
Moreover, the study underscores the need for gender-sensitive and age-tailored interventions, which would
address the unique challenges faced by different demographic groups.

By adopting these strategies, India can improve tax compliance, reduce errors, and strengthen the
integrity of its tax system. These changes would contribute to a more efficient and equitable tax environment
for salaried individuals and support the broader goal of enhancing economic development and social fairness.

7. Recommendations

1. Simplify Tax Guidelines: Streamline tax provisions and provide clear, easy-to-understand guidelines
for salaried individuals to reduce confusion and errors.

2. Enhance Public Awareness: Conduct regular campaigns to educate taxpayers on available deductions
and common mistakes, improving tax literacy.

3. Increase Employer Involvement: Encourage employers to assist employees with accurate tax filing,
provide clear Form 16s, and offer basic guidance on deductions.

4. Leverage Technology: Implement Al-based systems to automate tax filing, detect errors early, and
assist taxpayers in ensuring accurate claims.

5. Tailor Interventions by Demographics: Design gender-sensitive and age-specific interventions to
address the unique tax filing needs and perceptions of different groups.
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