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Revolution in the Tax System of India
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Abstract :

Indian Economy is a developing mixed cconomy. It is the world’s sixth largest
cconomy by nominal GDP and the third largest by Purchasing Power parity. Above all
things depends on the tax system its depends upon fiscal competence so tax sy
vital role in every developing country Government economic

revenue. The previous indirect tax system has the deme

stem play a
actvities depends on tax
rits about collecting sufficient tax
revenite, transparency and accessibility while GST fulfills it On the othe

r hand the present
status of Tax reforms have their roots in the past deve

lopment and history of the taves in

ancient, medial and modern tax system in India. So present research paper try to study the

ltax-system in ancient, medial and modern India.
Keywords : GST, VAT, Excise Duty, Revenue, Growth.

Introduction :

Indian Economy is the fastest growing Economy in the world. For the future growth,
sequential development and financial resources, it is very important to changes the tax
structure. Because of the great relationship between tax revenue and growth rate. So Indian
government take a decision to apply GST in 122" amendment on | July 2017. On the other
hand the present status of tax reforms have their roots in the past development and history of
taxes in ancient, medial and modern India present rescarch paper focus on

history,
and reforms concerning Indian Tax structure along with the tax GST.

development

Objectives :
I) To know history of Indian Tax structure.
2) To know new tax reforms.

Research Methodology :

The data are collected through various secondary sources like reports of Government,

working committees and also from books, research papers, news papers, journals and
websiltes, ele.

Tax :

Kautilys’s Opinion :

Taxation should not be a painful process for the people. There should be leniency and

caution while deciding the tax structure. Ideally government should collect taxes like a

.

66 Website -~ www escarchjourncy . net

1

B
Email - researc hjourney2014gmail.com %



e abacs o . il

Research journal ISSN

‘RESEARCH ,()URNI':Y' International Multidise iplinary / )
Impact Factor - (CIF) - 3,452, (S)F) - 3.009, (GIF) "Q'b‘]Q (2013) Fz‘e‘I:fUZrl i
special Issue 38 : Changes in Tax System & Indian Economy 2018 y

d No., 40705 & 44117

3

\ {GC Approve

o that both ca

honevbee, which sucks qust the night amount ol honey trom the flower

and not e large portion

cervice. Taxes should be colled ted small

Faves in Ancient India

References of tax structure i Ancient India are found i Arthshatra famous work o

Kautilya
Taxes i ancient India rece

collect the tax revenue and allocate for weltare state

was land tax. octoror eie

Kautilya’s Quotes on Taxes :

1) Custom duty which consists of import duty Export duty and octoroi and other gate

tolls.

2) Transaction tax (Vyaji) including manav yaji (transaction tax tor crown goods).

3) Share of production (Bhaga) including 1/6" share (Shadbhaga).

4) Tax (Kara) in cash.
5) Taxes in kind (Prahkara) including labour (v i<hti) supply of soldiers (Ayudhiya)
6) Countervailing duties or taxes (Vardharana)
7) Road cess (Vatani).
8) Monopoly tax (Parigha).
9) Royalty (Prakriya).
10) Taxes paid in kind by villages (Pindkara).
| 1) Army maintain tax (Senabhaktham).
12) Surcharge (Parsvam).
Taxes During British Rule :

Prior to 1947, India was a dependency of the United Kingdom and encompassed the
entire area which now forms the three countries of India. Pakistan and Bangladesh. The tax
system of Britsh India reflected  charactenistics of a taditonal agricultural  economy.
Revenue of the Central Government were dominated by custom duties as domcs(-ic

requirements for manufacture goods were met mostly by impoat, chiefly from Britamn and on

the common wealth countries.  Import duties were levied on almost all items of imports
where as major items subject to expert duties were jute and tea mm which India enjoyed near
monopoly in the world market varies custom and tarift encashment were passed t‘r;\n-l tme to
time. But the following two were the main — 1) The sea Custom Act 1978, 2) The Tantt Act
1934, After Independence, the sea custom Act and other alhied encashment were repealed
by a consohidating and amending legislanon entitled the Custom Act.- 1962, Similarly the
tariff Act 1934 was repealed by the custom Tanitt Act-1975 ’
Another important source ol tax revenue for the Central Government was excise duty
levied on a few commodities.  Excise Taxauon i its modern torm dates back (o I.\‘Q-l.
Among the Diect Taxes, the only important source o revenue was the Income Tax
mtroduced 1 India by the Britsh i 1860 to overcome the financial ditticulties created by (;\c
events of 1857 As lor the Baush Indian provinees, the chict source of income w J\'Lmd
tevenue followed by provincial excise manly on liquor. Althongh under the Government ot

| Q1S Prow * .
ndea Act, 1935, Provincral Governments had been authorized to levy sales tax, ot tormed a
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67 Juncy. net Email - rescarchjourney 20 Hgmail.com

n

(

ived both m cash and collected by local officers. King

Major sources of revenue of the king



RESEARCH JOURNEY" [t rnational Multidisaiplinary E- Researc h Journal | ISSN :
Impact Factor - (CIF ) - 3,452, (S)IF) - 3,009, (GIF) -0,676 (2013) 2348-7143
special Issue 38 : Changes in Tax System & Indian Economy February

\ 1GC Approved No. 40705 & 44117 | 2018

» v

——————

—— - ——————————————————————————

Cery Jow component of thear till Independence The provinee of Bombay levied a tax on the
e of tobacco m 19380 A retad sades taxeon motor spint and Jubricants was imposcd by
central provimees i the same yeat A multpoimt general sales tax was levied i Madras
provinee at the rate of halt perin 1939 under the madras general Sales Tax Act

Ihe princely states did not form part of the structure of public finance of British India

Fhey had separate budget separate souree of revenue. The maritime states imposed their own

customs duties

Laxes in Independent India :

[he constitution of india makes claborate arrangements  relating the distribution
between the centre and the state of taxes, the power ol borrowing, and provision for grant in
aid by the centre to the state. Article 265 of the constitution makes clear that no tax shall be
operated without authority of law. Entrics 82 to 92B of list ['in the seventh schedule to the
constitution refer to the taxation powers of the union government entries 45 10 63 list Ilin the
came schedule mention the fiscal powers of the State Government. List III does not deal with
taxation. So the centre and the state have no concurrent power of taxation. The constitution
does not provide for any taxation powers to the local governments The taxes generally

assigned to local governments are property Laxes, octroi and taxes on vehicles.

Tax Structure :
Direct Taxation :
Taxes on Income and Wealth :

In India taxes levied on income and wealth by the Central Government alone are
important.  Though the state government have the power o leary a tax on agriculture
incomes. yet in practice this tax has not developed a major source of the state. Only personal
income tax and corporation tax are important.

1) Personal Income Tax : Personal Income Tax is levied on the incomes of individuals,
Hindu families, unregistered firms and other associations of people.
)y Corporation Tax : Corporation tax is levied on the incomes of registered companies

and corporations.

Taxes on wealth and capital :

|) Estate Duty : Estate Duty was levied on total property passing on the death of a
person Central Government decided to abolish it with effect from April 1, 1985.

5y Annual Tax : An annual axon wealth was first introduced in May 1957 it is tevied
on the excess on net wealth over exemption of individuals, joint Hindu families and
companices.

4) Gift Tax : The gift tax was liable on all donations except the ones given by the
charitable institutions, governments companies and private companies. Gift tax has

been abolished on gifts made on ot after October 1, 1998.
Indirect Taxes :
) Custom Duties : Central Government nOW levies duties on both import and exports

on advelorem basis
Ny Eoacise Duty @ Anexaise duty is 1 true sense a commodity tax because it is levied on

production and has absolutely no ¢ onnection with s actual sale. Thus in its form, 1eis

68 ‘ Website — www researchjourney.net Imail - rescarchjourney 2014omail.con
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very muche difterent from asale tax. They increased revenue clasticity and paved the

way toraneventual adoption of value added Tax (VAT) In the budget for 2000 2001
the Brnance mimister replaced the multiple MODVA'l system by a single central value
added rax,

States™ Excise Duty : The state have exclusive Jurisdiction over the excise duties on
alcohol and narcotics

Service Tax @ Service tax was introduced in 1994-95 on three services, telephone
services, general insurance and share broking.

Value Added Tax : The indirect taxation enquiry committee was constricted in July
1976, under the chairmanship of L. K. Jha. For suggesting reform in the taxation
system. It is opinion ‘advelorem’ taxes are superior 1o specific taxes due to their
higher income clasticity.  The state level VAT being implemented presently has
replaced the erstwhile sales tax system of the state.

The efforts to reform India’s tax system began in mid 1980s when the government

announced a long term fiscal policy, 1985. This policy recognized that the fiscal position of
the country is going downhill and there was a need to make changes in the taxation system.
[n that decade, a technical group to revised and realize the central excise duties was
established and this led to introduction of modificd system of value added tax (MODVAT) in

1986. To realize the custom duties/the harmonized system of the classification of goods was
introduced.

Reforms in tax system :

¢ Raja chelliah committee.

* Vijay Kelkar Committee

¢ Administration of Direct tax

¢ Personal Income Tax

¢ Corporation Tax

e Wealth Tax

¢ Key Direct Tax Reforms

¢ Tax Information Network (TIN)

¢ Online Tax Accounting system (OLTAS)

¢ Other initiatives in Direct Taxation

¢ Sevottam Efficient grievance redressal faster refunds.
¢ Indirect Tax reforms —

e Reduction in Custom duties

¢ Central Excise

s Service Tax

¢ Goods and Service Tax
Goods and Services Tax (GST) is so far the biggest tax reform in the country. At

present the GST bill have passed and it is come into force from July 1,2017

Conclusion :

Tax admmmistration has progressed and moves to be covered in reforming the tax

system. Itas continuous exercise for improving revenue, transparency, productivity
and accessibility
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