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ABSTRACT: - 

Every single citizen of the nation must pay taxes. The government uses taxes as a key tool to 

raise funds so that it can create policy plans for the expansion of the economy as a whole. 

Income tax is a crucial source of revenue and a successful tool for reducing economic 

inequality. Even while each taxing goal is beneficial in and of itself, they might all work in 

various methods. In consideration of its own requirements and aims, the nation should 

enlarge a complete and unified tax system that can manage numerous aims. The current paper 

makes an effort to examine India's current levy structure and newly enacted revisions. 

INTRODUCTION: -  

The constitution has the most authority since it establishes the framework for a democratic 

political code, fundamental rights, strategies, powers, obligations of the state and its citizens, 

and mandated standards and It also has the power to approve all laws in India. The state 

legislature and executive body are given the authority to carry out certain constitutional 

provisions. And even though a charge is a whole amount that the government imposes on 

citizens and businesses, it also includes tax assessment regulations that specify when and how 

much duty should be paid to local, state, and federal authorities. It is crucial to the nation's 

ability to maintain stable revenue and promote economic growth. 

In order to deaden the sufferings brought on by the Indian Disobedience of 1857, Sir James 

Wilson (a Britisher) introduced direct expense as a personal responsibility in India in 1860. 

Nevertheless, the “Personal Expenditure Division's” hierarchical history dates back to 1922, 
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when the Personal Responsibility Act, 1922, surprisingly assigned several Personal 

evaluation specialists to different classifications. The “Focal Leading body” of “The Income 

Act of 1924” created the Focal Leading body of Income and a legal entity with important 

duties governing the “Personal Expense Act”. For each province, commissioners of income 

tax were chosen, and they were given authority over assistant administrators and tax officers. 

The top positions were held by “Imperial Civil Services (ICS) officers” and the promotions 

from inside were used to fill the lower tiers. The “Indian Revenue Service (Income Tax)” was 

reorganized as the “Income Tax Service in 1953” after the Income “Tax Service was first 

created in 1944”.The “Central Board of Direct Taxes” was established as the legislative body 

in 1963 under the “Central Board of Revenue Act”, in response to the functions and duties of 

administering “direct tax” in India becoming more and more complex. 

RESEARCH METHODOLOGY: - 

Most contemporary governments in the post-second world war era have come to understand 

that taxes are a potent tool with many uses. In incorporation to its primary objective of 

increasing income, it can be used to reduce variance, increase the speed of economic and 

social development, and as a tool to manage settlements, imports, and exports. The people of 

India have access to a well-organized tax system. The majority of the government's earnings 

come from taxes. This money is used for a wide range of programs and operations that aim to 

improve the country. Over the past ten years, India's taxation structure has undergone 

significant changes. The simplification of taxation rates and the standardization of tax 

legislation have services and ensures, made it simpler to pay taxes, and improved 

administration. As the tax system contributes significantly to a nation's development, it must 

always be studied in order to be made simpler than it was in the past. 

RESEARCH QUESTION: - 

A commensurate adjustment to existing costs is what is required right now. Numerous issues, 

such as the diversity of costs, the prevalence of incorrect charges, aphorisms, predisposition 

in fee rates, subtlety and impoverishment, lop-sidedness in charge framework, need for 

coordination, lack of adaptability, asset depletion, managerial shortcoming, and defilement, 
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show that the Indian tax assessment framework will need to undergo some significant 

changes in the future to address these numerous issues. 

REVENUE GENERAL TAX 

One of the main ways that countries generate public earnings that enable them to support 

interests in “human resources”, “infrastructure”, and the planning of services for citizens and 

organizations is through the assembly of ‘taxes’ and ‘fees’. And the fundamental analyses 

estimate a $2.5 trillion annual funding gap for achieving the “Reasonable Advancement 

Objectives” for emerging nations. The expanded private-area interest in manageability should 

fill much of this funding gap; but, doing so demands appropriate expenditure tactics to create 

the necessary cost motives. However, emerging countries that are in the greatest need of 

money, such as “fragile and conflict-affected states (FCS)”, usually experience the greatest 

summons in collecting fees. Charges are essential to make development feasible and 

equitable, especially in light of the current Coronavirus crisis, and through initiatives like 

"greening", charge frameworks, and combating tax avoidance and evasion. Many nations still 

scuffle to raise enough money to support their own enlargement. To meet the basic needs of 

their population and their businesses, countries that collect less than 15% of their “GDP” in 

taxes must grow their tax revenue. This level of taxation is a crucial tipping point for a state 

for s viability and setting it on a path to growth. As of 2018, 69% of “FCS” nations and 48% 

of “IDA/Blend” countries fall under this baseline of 15%. Tax payment facilitation boosts 

competitiveness. Overly the intricate tax structures are linked to significant informal 

economies, high rates of tax evasion, increased corruption, and low levels of investment. The 

goal of modern tax systems should be to maximize tax revenue while reducing taxpayer 

compliance costs. The fairness and equity of the tax system must be ensured. Governments 

must strike a balance between maintaining a fair and equitable tax system and, achieving 

objectives like improved revenue mobilization, sustainable growth, and lower compliance 

costs. The ‘relative taxation’ of the rich and the poor; “corporate” and “individual taxpayers”; 

‘cities’ and ‘rural areas’; the formal and informal economies; ‘labor’ and ‘investment 

income’; and the older and younger generations are all fairness-related factors. 

According to “Article 265” of the “Indian Constitution”, "no expense will be required or 

gathered other than by the power of regulation." In keeping with this, no money can be 
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demanded or accumulated in India unless it has been expressly and comprehensibly 

authorized by law. The “Personal Expense Act of 1961 (ITA)” was established to cover 

duties and a number of assessments made on a person's pay. According to the “ITA”, annual 

expenses will be charged to each person whose total compensation exceeds the maximum 

amount that is not subject to the burden at the rate or rates suggested in the “Money Act”. 

The ITA defines "individual" as including a person, a “HUF”, an organization, a corporation 

(including LLP), an “AOP” or a “BOI”; a nearby power, and any other false legal individual. 

The term "pay" is defined in detail by the “ITA”2. Pay, therefore, includes all of the things 

that the word "pay" connotes in its typical sense, in addition to the things that this definition 

unambiguously declares. As a result, it is essential to determine whether cash in the 

transaction qualifies as paid under the “ITA” before making a decision regarding the expense 

implications of the receipt. If a monetary receipt does not equal remuneration, there will not 

be any frequency of personal responsibility. For occurrence, it is crucial to renowned a capital 

receipt from an income reception given that, while all income receipts are permitted by the 

ITA, and barring those that are expressly barred, a capital receipt cannot be treated as income 

expected for specifically permitted by the law.3 The “ITA” defines the term "inhabitant" and 

includes a number of criteria for determining the residence of various entities, including 

organizations, businesses, people, and so on. An organization is considered to be resident in 

India if it is assumed to be an Indian organization or if the location of its influential 

governance during the crucial fiscal year is in India.4 

The phrase "spot of successful administration" has been defined as the location of important 

managerial and commercial decisions that are in fact made and are crucial for the success of 

the business of an element as a whole5. An “AOP”, a company, or a “HUF” is contemplated 

as an inhabitant of India unless, for the full fiscal year, the management and executives of 

those entities are located totally outside of India. And the period of a person's presence in 

India regulates their private status, an individual who lives in India runs the risk of losing his 

entire salary. A non-occupant runs the risk of being burdened by pay that is received in India 

or that is assumed to be received there, as well as money that builds up or emerges or is 

                                                             
2“Kanga Palkhivala and Vyas, The Law and Practice of Income Tax, Ninth Edition at p. 142” 
3“Padmaraje R. Kadambande v CIT [1992] 195 ITR 877” 
4“For example, capital gains under s 45 of the ITA” 
5“As substituted by the Finance Act, 2015, w.e.f., 1.4.2016” 

mailto:editorial@ijalr.in


VOLUME 3 | ISSUE 2 NOVEMBER 2022 ISSN: 2582-7340 

For general queries or to submit your research for publication, kindly email us at editorial@ijalr.in 

https://www.ijalr.in/ 

 
© 2022 International Journal of Advanced Legal Research 

 

assumed to gather or emerge to him in India.6The ITA defines the term "inhabitant" and 

includes a number of criteria for determining the residence of various entities, including 

organizations, businesses, people, and so on7.  

DIRECT TAX: - 

An immediate expense is a debt that a person or concern pays straight to the force that 

compelled it and a single citizen pays each of the model’s annual expenses, real local 

charges, individual local charges, and duties on resources taxpayer8 directly to the public 

authority. In the “US”, direct levies are often based on the rule of ability to pay. According to 

this “financial principle”, those who earn more money or have more assets should pay a 

higher “tax rate”, according to some experts, this deters people from working hard to earn 

more money because they have to pay more taxes and fees the more money they produce. 

And different persons or elements cannot get direct charges, the assessment must be paid for 

by the organization animation where it is demanded. 

The adoption of the “16th Amendment”9 to the “U.S. Constitution” in “1913” resulted in the 

development of a more sophisticated distinction between direct charges and erroneous 

assessments. Prior to the “sixteenth Amendment”, US charge regulation required that direct 

expenses be dispersed to the population of a state. For instance, a state with a population that 

was ‘75%’ smaller than another state would only be required to pay direct expenses equal to 

‘75%’ of the ‘larger state's duty bill’. 

“Corporate taxes”10 are a real example of a direct expense. When an assembling company, for 

example, reports $1 million in revenue, $500,000 in cost of goods sold (machine gear 

                                                             
6“A period of 12 months commencing on the 1st day of April” 
7 “As defined in Explanation to s 6(3) of the ITA” 
8 A citizen is anyone or something that is legally obligated to make payments to the federal, state, or local 

governments and charges from the two groups of people and businesses are a crucial source of funding for 

legislators.  And the individual “US” citizens are normally required to register and pay both federal and state 

assessment forms on an annual basis. 
9 The “sixteenth Amendment” to the “U.S. Constitution”, which was ratified in “1913”, gives Congress the 

authority to collect a duty on pay from any source without allocating it to the states or requiring registration. 
10 A charge on a company's benefits is known as a “corporate expense”. And the fees are based on an 

organization's available pay, which includes revenue minus expenses for selling and promoting goods (such as 

machine parts), general and administrative (G&A) costs, creative effort, depreciation, and other operating 

expenses. 
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components), and $100,000 in operating expenses, its profit before interest, taxes, 

depreciation, and amortization(EBITDA) is $400,000 instead of $1 million. If a firm has a 

corporate duty rate of 21% and no obligations, depreciation, or amortization, its immediate 

cost would be $84,000($400,000 x 0.21 = $84,000).Direct charges are fees that are paid 

directly to the person who requested them, such as the “IRS”. Normal models take into 

account compensation, capital gain11, or a citizen's local tax payment to the public authority. 

Income Tax: Personal obligations should be investors are assumed on a person's age and 

status. The Public authority of India, which calculates how much Personal Duty that should 

be paid, has not completely answered different assessment methods. Consistently filling out 

Personal Expense Certificates (ITR) is required of the citizen. Depending on their ITR, 

individuals can be eligible for a reduction or might have to pay a duty. If persons fail to 

record their ITR, they will face severe sanctions. 

Wealth Tax: The cost is dependent on the property's responsibility and market value, and it 

should be paid consistently. If someone makes a property claim, an overabundance fee must 

be paid; this fee is independent regardless of whether the property generates income. 

Depending on their private status, corporate citizens, Hindu Unified Families (HUFs), and 

individuals must pay the abundant levy. For commodities like gold store bonds, stock 

holdings, real estate, and commercial real estate that has been leased for more than 300 days, 

and if the real estate is claimed for professional or business use, the installment of the 

abundance charge is waived. 

Estate Tax: It is also known as inheritance tax and is paid based on the amount of money a 

person leaves behind after passing away, or the worth of their estate. 

Capital Gain Tax: Because of the compensation acquired from the offer of resources or 

ventures, a specific sort of direct obligation is paid. Capital assets include interests in farms, 

stocks, securities, enterprises, craftspeople, and residences. The assessment can be divided 

into short-term and long-term goals depending on how long it has been held. Except for 

safeguards, all resources that are sold after roughly three years from the time they were 

                                                             
11 The capital rises fee is a tax placed on the profit a financial backer receives upon the sale of a speculative 

investment. For the fiscal year in which the speculation is sold, it is due. 
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acquired have undergone temporary modifications. If any money is generated through the 

offer of resources that have been held for a period of time longer than three years, long-haul 

resources are imposed. 

INDIRECT TAX: - 

A hidden fee is accumulated by one participant in the provided bond, such as a 

“manufacturer” or “retailer”, and given to the administration; however, the cost is passed on 

to the consumer by the producer or retailer as part of the cost of a good or service, by paying 

something else for the item, the client is finally covering the cost of the duty. By contrast, 

indirect taxes to direct taxes, one may define indirect taxes. “Taxation”12 on a person or an 

entity that is ultimately covered by added person is known as an “indirect tax”. The tax will 

l, later one sent to the administration by the organization that accumulates. However, in the 

case of “direct taxes, the target of taxation is the party that pays the tax right away.  

Extract responsibilities on cigarettes, alcohol and fuel are all considered to be examples of 

hidden fees. On the other hand, annual duty is the most glaring example of an immediate 

expense because the person who obtains the money is also the one who promptly fulfils the 

responsibility, another glaring example of direct tax collecting is confirmation costs to a 

public park. The administration persistently uses and imposes “indirect taxes” in order to 

generate revenue13. They are necessary taxes that are imposed on everyone equally, anyway 

of their emolument, thus wealthy or poor, everyone should pay them. But because they can 

place a significant burden on those with lower incomes and cause them to pay the same 

amount in taxes as those with higher incomes, many people view them as regressive taxes. 

Additionally, there are broods that “indirect taxes” might be used to support a specific 

government program by taxing some industries but not others and some financial experts 

contend that ‘indirect taxes cause an inefficient market and change selling prices from their 

                                                             
12 A taxation authority, typically a government, demand or imposing a financial obligation on its inhabitants or 

residents is known as “taxing them”. Since from ancient times, paying taxes to governments or officials has 

been a fundamental aspect of civilisation. 
13 Revenue is the money made from regular business activities and is calculated by multiplying the average 

selling price by the quantity of units sold. 
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balance price for this reason14.Import obligations are an example of an erroneous expense 

that is most commonly recognized. The decent trader pays the responsibility when the item 

enters the nation, the cost of the obligation is essentially hidden in the price that the 

customer pays, assuming the merchant goes through and exchanges the good with a 

customer. The customer will most likely be unaware of this, but they will nonetheless be 

indirectly paying the import duty. 

Service Tax: The Indian government imposes a tax known as a service tax on some service-

related transactions made by the service provider. However, since the tax is transferred to 

them by the service providers, it is the ultimate consumers who must pay it. 

Value Added Tax: Although the actual tax is collected from the finished or clients who buy 

the products and services, VAT is a sales tax that is imposed and paid to the government by 

producers. The GDP will benefit from this.Income tax is the mechanism through which a 

governmental agency imposes specific fees on businesses, assets, and services. It is one of 

the most important powers that a nation's government can exercise. Various taxes, such as 

VAT, are imposed at several points during the sale of both goods and services. 

Entertainment Tax: Any goods or transactions associated to amusement are subject to this 

tax, which is levied by the state government. The purchase of any computer games, cinema 

engagements, sports events, playgrounds, theme parks, etc., are some of the goods that are 

subject to the Entertainment Tax. 

Securities Transaction Tax: Gains from the capital, such as investments, contracts, and 

futures, traded on the domestic stock exchange are subject to a securities transaction tax. The 

central government imposes and gathers it as a direct tax. Former Finance Minister P. 

Chidambaram proposed the Securities Transaction Tax (STT) in 2004. In the instance of 

capital gains, this tax was instituted to prevent tax avoidance. As implied by the name, 

securities transaction tax is assessed on the value of securities (except commodities and 

currency). After several protests by brokers and members of the trading community in 2013, 

the government was forced to lower the rate of taxation for STT. 

                                                             
14 The price at which a good or service can currently be purchased or sold is known as the market price. The 

dynamics of supply and demand influence the market price of a good or service. 
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CONCLUSION: - 

India is a large country with people living in places with diverse networks, plentiful 

gatherings, and pay. And the tax collection for everyone cannot be the same. This is the 

explanation for why India's expenditure framework has been confusing for such a long time. 

India has been battling the problem of tax evasion, which is, by all accounts, leaving its 

system of tax assessment hollow in the middle. India has high duty rates but low direct 

expense yields. As a result, over the long term, the public authority has worked to reduce the 

obligations. The practice began with the judgment given by the Supreme Court after which an 

amendment bill was passed for the retrospective levy of excise duties15. 

The interaction has improved since the implementation of the “GST”, which is a 

comprehensive roundabout expense. It has also stopped having the previous flowing effect. 

Under section 2 of part twelve of the “Indian Constitution”, which is in sync with the 

Government, State, and Simultaneous rundown under “Schedule VII”, provisions are made 

for the distribution of financial assets. In conclusion, the Parliament's rights are not 

restricted, and the “Indian Constitution” grants the Parliament a wide range of authority that 

is neither absolute nor equivalent. This creates structures that can alter the expressed 

regulations' guidelines in accordance with future needs. Although paying fees might not be 

the best task, it does pay for all the developments and foundations that one values. 
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