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TAXATION IS THE BACKBONE OF THE NATION

AUTHOR - SUBASHREE KAVIYA, STUDENT AT DR. M.G.R. UNIVERSITY

BEST CITATION - SUBASHREE KAVIYA, TAXATION IS THE BACKBONE OF THE NATION, INDIAN JOURNAL OF
LEGAL REVIEW (1JLR), 5 (13) OF 2025, PG. 182-183, APIS — 3920 — 0001 & ISSN - 2583-2344.

India’s Tax System: Building Tomorrow's Nation Today

Taxation fuels every nation's growth engine—funding highways, hospitals, schools, and defense. India’'s
constitutional framework divides tax powers between Central and State governments, creating a
robust revenue system that balances equity with economic progress. Over the past decade, sweeping
reforms have streamlined tax laws, reduced rates, and improved compliance, transforming how
citizens and businesses contribute to national development.

The Dual Architecture: Direct vs. Indirect Taxes

India’'s tax system is divided into two channels: d
irect taxes (paid by individuals and businesses
on income) and indirect taxes (imposed on pro
ducts and services).

This dual approach ensures progressive taxes,
with higher earnings contributing proportionally
more, while dispersing the cost across spending
patterns.

Income Tax: Two Pathways for Taxpayers

The Income Tax Act, 1961 governs personal
taxation, offering taxpayers a choice between
two regimes for FY 2024-25:

New Tax|/Old Tax
Income Slab (2) . .
Regime Regime
g10
lakh)
212,00,001 - 15,00,000([20% 30%
Above £15,00,000 30% 30%

Key benefit: Under the new regime, incomes up
to Z7 lakh attract zero tax (via Section 87A
rebate), and the standard deduction has risen
from 250,000 to 275,000. The old regime suits
those claiming deductions under Sections 80C
and 80D.

Corporate Tax: Incentivizing Investment

Companies face differentiated rates based on
turnover and sector:

Effective Rate
Tax -
Category Rate (with surcharge
& cess)

Domestic (turnover <

25% [|~27.82%
Z400 crore)

Domestic (turnover >

30% (|~34.94%
2400 crore)

New Tax||Old Tax
Income Slab (2) . ]
Regime Regime
Nil (up
Up to 23,00,000 Nil to 225
lakh)
5%
23,00,001 - €7,00,000 ||5% (22.5-5
lakh)
20%
€7,00,001 - 210,00,000 ||10% (25-10
lakh)
10,00,001 - £12,00,000 [[15% 30%
(above
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New manufacturing

. . 15% [|17.16%
firms (Section 115BAB)
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Effective Rate
Tax .
Category Rate (with surcharge
& cess)

Foreign companies 35% |~40.60%

The Finance Act 2024 slashed foreign company
rates from 40% to 35%, signaling India’s intent to
attract global capital. Manufacturing startups
incorporated after October 1, 2019, enjoy a
concessional 15% rate—a bold move to boost
"Make in India.”

GST Revolution: One Nation, One Tax

Launched in 2017, the Goods and Services Tax
replaced 17 different levies (VAT, service tax,
excise duty) with a unified four-tier structure:

GSTRate |Applicable To

0% Milk, eggs, books, unprocessed food
5% Edible oils, sugar, medicines

12% Smartphones, processed foods

18% Toothpaste, hair oil, electronics

28% + Cess||Luxury cars, tobacco, aerated drinks

Impact: GST eliminated the "tax on tax’
cascade, slashing logistics costs by 20-30% and
integrating India into a single market.
Businesses with turnover exceeding 240 lakh
(220 lakh for services) must register, while smalll
traders can opt for the Composition Scheme at
flat 1-5% rates.

Capital  Gains:
Investment

Rewarding Long-Term

Profits from asset sales attract differential rates:

Asset Short= Long-Term
Type Term (<12 ()lzgmonths)
YP months)
Equity
shares 12.5% b

: 0% (above
(with Z1.25 lakh)
STT)
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Short-
Asset Long-Term
Type Term (<12 (>12 months)
YP months)
12.5% (or 20%
Other Income .
with
assets ||slab rates || .
indexation)

Smart move: Investors selling property can
reinvest gains under Sections 54/54F to claim
exemptions, encouraging capital circulation
into housing.

Customs & Excise: Border Controls Meet Fiscal
Needs

Although GST is the primary tax for domestic
transactions, customs duty, which ranges from
5% to 40% on imports, serves to safeguard local
industries and generate revenue. Currently,
Central Excise Duty is applicable solely to
petroleum products and tobacco—goods that
are not subject to GST—with petrol being taxed
at 219.90 per liter and diesel at 215.80 per liter.

Why This Matters?

India's tax changes focus on economic
momentum, equity, and ease of doing business
in along with revenue. While progressive slabs
assure equity, simplified compliance (digital
filings, less paperwork) has raised tax-to-GDP
ratios. The GST's anti-inflationary architecture
and the 2024 corporate tax reduction show how
taxes can promote investment, growth in
employment, and price stability.

The Conclusion:

Understanding India’'s tax system is crucial for
all citizens, whether they are paid professionals
deciding between tax regimes, entrepreneurs
navigating GST, or investors calculating capital
gains. Every rupee donated helps to secure
borders, power schools, and construct roads. In
this sense, taxes are a form of nation-building
rather than a burden.
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