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Abstract:  

Tax is the major source of revenue for the every government for the development of their economy 
largely depends on the structure it has implemented. A taxation system which facilities easy of doing 
business and having no chance for tax evasion brings prosperity to an economy of the country. On the 
other hand taxation system which has provisions for tax evasion and the one which does not facilitate ease 

impor -developed tax system. The power to levy taxes 
and duties is distributed among the three tiers of government.  Indian taxation system has gone through 
many reforms and still it is very far ahead from being an ideal taxation system. Many problems like tax 
evasion, reliance on indirect taxes, Black money, and existence of parallel economy show that Indian 
taxation system requires some major reforms in the future ahead to address all this problems. In this 
research study is based on secondary data. Various figures are obtained from the different websites of 
government of India. It is seen that there are various number of taxes and indirect taxes for the tax 
collection authorities in India. Also it is seen that there is major dependence on indirect taxes for tax 
collection than the direct taxes.  
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Introduction: 

The major source of revenue for any nation is the tax, so for economic development of the nation, it is 
compulsory to have good taxation system. India started its journey tax system in the year 1980. GST 
would be a major move towards India economy as since independence India has faced some of the issues 
because of complex indirect tax system, this complexity is assumed to be resolved by present GST 
structure replacing all state and central indirect taxes in to one simple unique tax.  GST is a 
comprehensive indirect t tax on manufacture, sale and consumption of goods and services at national 
level. One of the biggest taxation reforms in India is the (GST) all set to integrate state economies and 
boost overall growth. Currently companies and business pay lot of indirect taxes such as VAT, Service 
tax, sales tax, entertainment tax, octroi and luxury tax. There would be only on tax, that too at the national 
level, monitored by the central government. Under this system the consumer pays the final tax but an 
efficient input tax credit system ensures that there is no falling to taxes. The concept behind this tax was 
invested by a French tax official in the 1950s. France is the first country in the world which has 
implemented GST in 1954. Todays, more than 160 nations including the European Union and Asian 
countries such as Srilanka, Singapore and China practice this form of taxation. In Indian the taxes are 
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the individual or organization to the imposing authority. They are levied on income and profits.Indirect 
taxes are those which are not paid directly by the individual or organization to the imposing authority. 
They are levied on goods and services and not on income and profit. 

Direct Taxes 1. Corporate tax 
2. Taxes on Income  
3. Estate duty  
4. Interest Tax 
5. Wealth tax 
6. Gift tax 
7. Land Revenue  
8. Agricultural tax 
9. Hotel Receipts tax  
10. Expenditure tax 
11. Others  

 
 

Indirect Tax  1. Customs  
2. Union excise duties  
3. Service tax 
4. State Excise duty 
5. Stamp and Registration fees  
6. General sales tax  
7. Taxes on vehicle  
8. Entertainment tax 
9. Taxes on goods and passengers  
10. Taxes and duties on electricity  
11. Taxes on purchase of sugarcane  
12. Others  

Significance of the study: 

system which facilitates easy of doing business and having no chance for tax evasion brings prosperity to 

not facilitate ease of doing business slows down the growth of coun

system to make the taxation system more simple that earlier.   

Statement of the Problem: 

Indian taxation system has gone through many reforms and still it is very far ahead being an ideal taxation 
system. Many problems like tax evasion, Reliance on indirect taxes, Black money, Existence of parallel 
economy show that Indian taxation system requires some major reforms in the future ahead to address all 
this problems. 
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Literature Review: 

Songara, M. (2019)concluded that the implementation of GST would cover way fro a simple and 
understandable tax system and would also help in avoiding any evasion taking place at any level. Thus, 
lot being said and down, an appropriate implementation would lead to actually understand whether 

the impact of GST. While comparing challenges with its advantages, it is clearly visible that its 
advantages are more compared to challenges; GST will give Indian economy a strong and smart tax 
system for economic development. But for gaining those benefits, country will need to build strong 
mechanism.Kaur, A. (2018) noted that the end we can say clearly with no doubt that it is the biggest ever 
change in tax system of India. There is a fall in prices of Auto Commercial vehicle, two wheeler, Small 
cars, midsized cars and SUV, essential items, Footwear, Building Material etc. and education, healthcare 
are going to be exempted from GST but on the other hand price of some other goods and service 
increased after the GST like Hotel room rental, Restaurants & fine dining and Branded Clothes. There 
was threat of inflation before GST rolled out. It can be concluded that GST has been going to be an 
historical record for its full fledge implementation and hopefully this biggest historical reform will result 
in ease of doing to business in India.Dani, S. (2006)pointed that the proposed GST regime is a half 
hearted attempt to rationalize indirect tax system. More than 150 countries have implemented GST. The 
government of India should study the GST regime set up by various countries and also their fallouts 
before implementing it. At the same time, the government should make an attempt to insulate the vast 
poor population of India against the likely inflation due to implementation of GST. No doubt GST will 
simplify existing indirect tax system and will help to remove inefficiencies created by the existing current 
heterogeneous taxation system only if there is a clear consensus over issues of edge limit, revenue rate 
and inclusion of petroleum products, electricity, liquor and real estate. Until the accord is reached the 
government should resist from implementing such system. Kumat, H. (2014) found that the overview of 
Indian tax system and challenges ahead. He thinks that there should be a coordinated consumption tax 
system. He also states that improving the productivity of Indian tax system continuous to be a major 
challenges in India.Rao, G.M. (2005) noted that his research paper on tax system reforms in India: 
achievement and challenges ahead focuses on the union and state level reforms. He state that the reforms 
are just the beginning and considerable distance in reforming that tax system is yet to be covered. 

Objectives of the study: 

 To study the Taxation System of India 
 To identify the amount of revenue which is collected from different types of taxes 
 To examined the benefits of India tax system. 
 To understand the impact of GST on service sector. 

Research Methodology: 

The study attempt at descriptive analysis based on the secondary data sourced from Articles Research 
papers, newspapers, governmental and non-governmental reports, magazines etc. Available secondary 
data was extensively used for the research study.   

Share of Direct Tax and Indirect Tax to total tax revenue from 2007-08 to 2019-20 

Financial Year Direct Taxes Indirect Taxes Total Taxes Direct Tax % Indirect tax % 
2007-08 314330 279031 593361 52.97 47.03 
2008-09 333818 269433 603251 55.34 44.66 
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2009-10 378063 243939 622002 60.78 39.22 
2010-11 445995 343716 789711 56.48 43.52 
2011-12 493987 390953 884940 55.82 44.18 
2012-13 558989 472915 1031904 54.17 45.83 
2013-14 638596 495347 1133943 56.32 43.68 
2014-15 695792 543215 1239007 56.16 43.84 
2015-16 741945 711885 1453830 51.03 48.97 
2016-17 849818 861515 1711333 49.66 50.34 
2017-18 1002741 911466 1914207 52.38 47.62 
2018-19 1136575 1116000 2252575 50.46 49.54 
2019-20 1335000 1119000 2454000 54.40 45.60 
 Source: CBDT 

The table shows the share of direct tax & indirect tax revenue to total tax revenue of India in last 13 years. 
Above table depicts that both the taxes shows increasing trend & contributing more towards combined tax 
revenue of country. But collection of indirect tax shows decreasing trend in last three years due to 
introduction of new tax regime i.e., Goods & Service Tax. On the other hand, it is observed that share of 
direct tax in total tax revenue has been increased as government strived to enlarge taxpayers base in last 
few years & focused towards making tax compliance as simpler as possible for the taxpayers as a result 
no. of people filing IT Return has been increased. 

 

Benefits of GST to the Indian Economy: 

 Removal of bundled indirect taxes such as VAT, CST, Service Tax, CAD, SAD and Excise. 
 Less tax compliance and a simplified tax policy compared to current tax system. 
 Removal of cascading effect of taxes i.e. removes tax on tax. 
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 Reduction of manufacturing costs due to lower burden of taxes on the manufacturing sector.  
Hence prices of consumer goods will be likely to come down. 

 Lower the burden on the common man i.e. public will have to shed less money to buy the same 
products that were costly earlier. 

 Increased demand and consumption of goods  
 Increased demand will lead to increase supply. Hence, this will ultimately lead to rise in the 

production of goods. 
 Control of black money circulation as the system followed by traders and shopkeepers will be put 

to a mandatory check. 
 Boost to the Indian economy in the long run.  

 

Positive growth of Economy: 

The introduction of the Goods and Services Tax will be a very noteworthy step in the field of indirect tax 
reforms in India. By merging a large number of central and state taxes into a single tax, GST is expected 
to significantly ease double taxation and make taxation overall easy for the industries. For the end 
customer, the most beneficial will be in terms of reduction in the overall tax burden on goods and 
services. Industries of GST will also make Indian products competitive in the domestic and international 
markets. Once implemented, the proposed taxation system holds great promise in terms of sustaining 
growth for the Indian Economy. 

Impact of GST on Service Sector: 

ratio and also will control inflation to a certain extent. However, the reform will mainly be advantageous 
to the manufacturing industry but will make some things challenging for the service sector industry. There 
has been a fall in the cost of production in the domestic market after the introduction of GST, which is a 
positive influence to increase the competitiveness towards the international market. GST is expected to 
raise the GDP growth from 1% to 2% but these figures can only be analyzed after successful 
implementation. GSY is also different in the way it is levied at the final point of consumption and not at 
the manufacturing stage. 

At present, separate tax rates are applied to goods and services. Some countries have faced a mixed 
response in growth like New Zealand saw a higher GDP as compared to counties like China, Thailand, 
Australia and Canada. The GST rate is implemented in various slabs like, 5%, 12%, 18% and 28%, which 
will automatically provide great tax increments to the government and the manufacturing sector will face 
immense growth with reduction in tax rate. There is definitely something good for everyone. Various 
unorganized sector which enjoy the cost advantage equal to tax rate will be brought under GST. This will 
make various sectors like Hardware, Plaint and Electronics etc. under the tax slab.  Impact of GST on 
Various Sectors as follows: Real Estate, Effect on Transportation, Construction Material, FMCG Goods 
and Cement Industry etc. 

Conclusion: 

The implementation of GST would pave way for a simple and understandable tax system and would also 
help in avoiding any evasion taking place at any level. Thus, lot being said and done, an appropriate 
implementation would lead to actually understand whether GST is a boon or curse. All sections in India  
Manufacturing, service, telecom, automobile etc. will bear the impact of GST. While comparing 
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challenges with its advantages are more compared to challenges; GST will give Indian economy a strong 
and smart tax system for economic development. But for gaining those benefits, country will need to 
build strong mechanism. 

Suggestions:  

Government should focus more on structural reforms than policy reforms. GST should be implemented 
soon to reduce the number of indirect taxes and facilities ease of doing business in India. There should be 
effective implementation of Anti-Tax evasion bill. Innovation tax system like banking transaction tax 
system by Artikranti pratisthan. 
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