INTRODUCTION

          “The fiscal policy of a country derives its meaning and direction from the aspirations & goals of the society within which it operates, of the people whom it serves”.  Heller Walter. 

Taxes constitute the main source of public finance whereby government raises revenue for public spending. Taxation is also considered to be an instrument of socio-economic engineering.   Taxes have been broadly categorized into direct and indirect taxes. ‘Direct taxes’ include those taxes which are paid by the person on whom these are levied like income tax, wealth tax etc. On the other hand, ‘indirect taxes’ are levied on one person, but paid by another e.g. sales tax, excise duty, custom duty etc.  
Income tax is the most important of all direct taxes and with the application of progressive rate schedule, provision of exemption limit and incorporation of a number of incentive provisions. It can be used not only to satisfy all the canons of a sound tax system but may also go a long way in realising variety of socio economic objectives set out by the economic system [Gopal, M.H., p. 20].  
          The aim of the tax policy in India is to collect resources, fund economic development and achieve the goals of the government. Among the different methods adopted to raise finance resources, by developing economies for public sector plans, taxation is considered as a favourable instrument of resource mobilisation. Empirically it has been seen that developing countries do not collect large revenues from income tax (Singh, 2010). 

  MEANING OF TAX 
A tax is a compulsory levy payable by an economic unit to the government without any corresponding entitlement to receive a definite & quid pro quo from the government (Bhatia, 2011).  Tax may be levied on one or more criteria upon individual, groups of individuals or other legal entities.  Tax means basically an estimate.  Taxes are enforced exactions, not voluntary contributions (Hand 1947). Taxes have effects at macro and micro levels and affect managerial decisions. Tax consideration determines the legal form of business.  

  PRINCIPLES of TAXATION
  A good tax system is designed on a set of principles and the first set of principles was given by Adam Smith in 1776 known as canons of taxation in his book Wealth of Nations.  Any study in the area of taxation would be incomplete without the mention of these canons of taxation that is required for a good tax. 

1. Canon of Equality:  

     A good tax should symbolise the rationale of equity or justice.  The burden of payment of tax should be distributed according to one`s ability to pay tax. A broad –based tax is considered to be a just and fair tax. 

2.    Canon of Certainty:  Taxes that are required to be paid should be certain and not arbitrary.  The time of payment of tax, manner of payment etc.
etc. should be clear and certain to the taxpayer in advance to enable him to plan payment of taxes.   As far as possible no new taxes should be imposed as it may lead to uncertainty and serious discontent hardship. 

3.   Canon of Convenience: 

The timing of tax collection and its method of receiving payments should be easy and convenient to tax-payers. 

4.  Canon of economy:  

The government should incur a minimum cost towards collection of taxes.   

Administration of taxes should be as simple as possible.  
Origin and Evolution of Income Tax in India
 
  
There is enough evidence to show that taxes on income in some form or the other were levied even in primitive and ancient communities. References to taxes in ancient India are found in ‘Manusmriti’ and ‘Kautilya’s Arthashastra’. Manu laid down that traders and artisans should pay 1/5th of their profits in gold and silver, while the agriculturists were to pay 1/6th, 1/8th and 1/10th of their produce depending upon their circumstances. It is remarkable that the present day system of taxation is in many ways similar to the system of taxation given by Kautilya 2300 years ago.

    Income tax in its modern form was introduced in India for first time in 1860 by the British Government to overcome the financial crisis following the events of 1857. 
 
In 1921, the Government constituted ‘All India Income Tax Committee’ and on the basis of recommendation of this committee a new Act (Act XI of 1922) was enacted. This Act is a landmark in the history of Indian Income Tax system. 

The Income Tax Act 1922 continued to be applicable to independent India. During the early post independence period, the Income Tax legislation had become very complicated on account of innumerable changes. During this period tax evasion was wide spread and tax collection was very expensive. The Income Tax Bill 1961, prepared on the basis of the Committee’s recommendations and suggestions from Chamber of Commerce, was introduced in the Lok Sabha on 24.4.1961. It was passed in September 1961 by Lok Sabha. The Income Tax Act 1961 came into force on April 1, 1962. It applies to whole of India including the state of Jammu and Kashmir. It is a comprehensive piece of legislation having 23 Chapters, 298 Sections, various sub sections and 14 schedules. Since 1962, it has been subjected to numerous amendments by the Finance Act of each year to cope with changing scenario of India and its economy. Moreover the Central Board of Direct Taxes is empowered to amend rules and to clarify instructions as and when it becomes necessary.


Besides this, amendments have also been made by various Amendment Acts e.g.  Taxation Laws Amendment Act 1984, Direct Taxes Amendment Act 1987, Direct Taxes Law (Amendment) Acts of 1988 and 1989, Direct Taxes Law (Second Amendment) Act 1989 and at last the Taxation Law (Amendment) Act 1991. As a matter of fact, the Income Tax Act 1961 has been amended drastically. It has therefore become very complicated both for administration and taxpayers. 

HISTORICAL BACKGROUND OF CORPORATE TAX IN INDIA
The pace at which corporate sector has grown over a period of time is remarkably noteworthy. Although, history reveals to us the existence of iron industry during the Gupta period in India, we find that the very early joint stock companies were founded by the European businessmen and mostly situated in the 3 presidencies of India namely, Bengal, Bombay & Madras. There were a total of 505 joint stock companies in 1882 which had grown to a total of 2744 on the eve of World War I to a total of 786774 companies limited by shares in 2009 in India. Indirect taxes continued to be a major component of the central revenue collected in the country until the World War II. The economic thought then tilted in favour of progressive direct taxation and it is therefore pertinent to say that the war has given a boost to the Indian direct taxes. Industrial revolution began spearheading the importance of corporate sector in the world. With this, there emerged a strong base for taxing the corporate sector thus bringing along the importance of corporate taxation. Industrial growth in the country has, in terms of long –run trend remained aligned with the growth rate of GDP. The long term average annual growth of industries comprising of mining, manufacturing and electricity during the post-reform period between 1991-92 and 2011-12 averaged 9.7% as against GDP growth of 6.9%. (Economic survey 2011-12) 

The taxation of corporate income in India is as old as the income-tax legislation in India. In the Pre-independence era, we had the British who ruled India and the main reason to collect taxes was to raise funds for various expenses of the Government.  The tax policy of the British rulers came into existence with the introduction of the first Income Tax Act of 1860 where incomes below Rs 500 & Rs 200 were taxed @ 2% and incomes above Rs 500 were taxed @ 4% and the maximum amount of taxpayable by a company was Rs 2000. This was amended to 3% in 1863where agriculture income was also taxed.  With limitations like false returns being filed and a weak assessing machinery ,the Act ceased to exist  but bounced back  again in 1864  only for a year, with the introduction of taxes on  the industrial and commercial incomes  on the basis of their earlier assessment. The financial position of the government started deteriorating, and direct tax was resorted to again in 1867. This time Income tax was re-imposed as license tax, a tax on trade and profession and was levied on the basis of their annual income, levied on industrial & commercial incomes which exceeded Rs 200 per year.  This tax was however abolished in 1868 and replaced by a certificate tax only to be converted into a general Income tax in 1869.   

      

















In 1877 license tax was imposed on the trader.  It is surprising to find that the Income Tax Act 1886 remained unaltered for 30 years. The income tax paid by companies @18 pies in the rupee for a period of 8 years from 1922; it was increased to 30 pies in the rupee in the year 1939-40 till 1946. From 1950-51 onwards, corporate entities had to pay different types of taxes viz. income-tax, super tax,  bonus shares tax, dividend distribution tax etc.  Till the time India achieved her independence, corporation tax was not important and the reason attributed to this was the absence of large scale corporate activity. 

             After Independence, however there was a change in the government`s attitude towards the tax structure and policy, with an emphasis on social welfare.  Collection of tax was to conform to the socio-economic policies, making redistribution of income through taxation, one of the determinants of economic policy of the government. With economic planning there was a growth in the corporate activity and from then on, there was no turning back and changes & amendments remain a recurring feature of this tax in India even today and this will continue until the Direct Tax Code replaces the Income Tax Act 1961.  
SCHEME OF CORPORATE TAXATION OF INCOME IN INDIA
The constitution authorises the Central Government to levy and collect tax on income other than agricultural income under Income Tax Act, 1961. The proceeds of income tax are shared between the Union and the State Governments as per the recommendations of the Finance Commission. Income tax is chargeable on the total income of the previous year of a person at the rates prescribed by Finance Act every year. Income Tax can be classified in two parts viz. Personal Income Tax and Corporate Tax. Corporate tax which provides almost steady inflow of revenue to our government plays very important role in economy. The industrialization process in India has an important role in generating tax revenue for the government.
   DEFINITION OF COMPANY
         A company has been defined as a juristic person having an independent and separate legal entity from its shareholders. Income of the company is computed and assessed separately in the hands of the company. However the income of the company, which is distributed to its shareholders as dividend, is assessed in their individual hands. Such distribution of income is not treated as expenditure in the hands of company; the income so distributed is an appropriation of the profits of the company.

RESIDENCE OF A COMPANY
  A company is said to be a resident in India during the relevant previous year if:

· It is an Indian company

· If it is not an Indian company but, the control and the management of its affairs is situated wholly in India

 A company is said to be non-resident in India if it is not an Indian company and some part of the control and management of its affairs is situated outside India.

Corporate Tax:

     The taxability of a company's income depends on its domicile. A resident company is taxed on its worldwide income. A non-resident company is taxed only on income that is received in India, or that accrues or arises, or is deemed to accrue or arise, in India.  Royalty, interest, gains from sale of capital assets located in India (including gains from sale of shares in an Indian company), dividends from Indian companies and fees for technical services are all treated as income arising in India. 

In order to compute corporate tax on the income of a company it is necessary to first learn what all factors make up the total income of any company.

· Profits from business

· Income from property

· Capital gains

· Income from other sources such as foreign dividends, interests etc.

                      Table 1 reveals that income tax rates have been lowered in case of  companies during the study period. 
          TABLE 1:    INCOME TAX RATES FOR COMPANIES
	Particulars /A.Y.
	1997-98
	1998-99 to 2002-03
	2003-04 to 2005-06
	2006-07 to 2016-17
	(AY 2017-18)


	(AY 2018-19)



	Domestic
 company 
	40 %
	35%
	35%
	30%
	29%(turnover less than 5 crores)

30%(turnover more than 5 crores) 
	25%(turnover less than 50 crores)

30%(turnover more than 50 crores

	Foreign company
	55%
	48%
	40%
	40%
	40%
	40%


Source: Union Budgets of various years. 
MINIMUM ALTERNATE TAX (MAT)

Companies are liable to pay MAT on their adjusted book profits (other than income from life insurance business) where the tax liability under the normal provisions (excluding surcharge, education cess, and secondary and higher education cess) of the Income-tax Act, 1961 (‘the Act’) for the tax year is not more than 18.5% (excluding surcharge, education cess, and secondary and higher education cess) of such book profits. A credit of such MAT paid is available in subsequent years (up to ten years) where tax is payable under the normal provisions of the Act (i.e. other than MAT).

MAT provisions are not applicable to foreign companies that do not have a permanent establishment (PE) in India. Capital gains from the transfer of securities, interest, royalties, and fees for technical services accruing or arising to a foreign company (which has a PE in India) have been excluded from chargeability of MAT if tax payable on such income is less than 18.5% (exclusive of surcharge, education cess, etc.). Further, expenditure, if any, debited to the profit and loss account corresponding to such income shall be added back to the book profit for the purpose of computation of MAT.
Sick companies (i.e. companies whose losses have wiped out their net worth and that are doubtful of being revived and nursed back to profitability) are not subject to MAT.

TABLE 2: RATES OF  MINIMUM ALTERNATE TAX
	Income *
	Indian company
	Foreign company

	
	Rate of MAT (%)

	
	Basic**
	Including surcharge, education cess, and secondary and higher education cess (effective tax rate)
	Basic
	Including surcharge, education cess, and secondary and higher education cess (effective tax rate)

	Less than INR 10 million
	18.5
	19.055
	18.5
	19.055

	More than INR 10 million but less than INR 100 million
	18.5
	20.389
	18.5
	19.436

	More than INR 100 million
	18.5
	21.341
	18.5
	20.008


* Surcharge is payable only where total taxable income exceeds INR 10 million.

** Basic rate of MAT is 9.5% in case of a company located in an international financial services centre and deriving income solely in convertible foreign exchange.

A Special Economic Zone (SEZ) developer and a unit in an SEZ are also liable to pay MAT.

TONNAGE TAX SCHEME
The tonnage tax scheme, a presumptive tax provision, can be chosen by a non-resident company that has a place of effective management in India, owns at least one qualifying ship, and whose main objective is to carry on the business of operating 'qualifying ships'. The tonnage tax scheme is in place of CIT and is levied on the basis of tonnage of vessels owned, operated, or chartered by it instead of on net income generated by commercial operations. Under a presumptive tax system, taxpayers can opt to be taxed at a pre-designated tax rate on its revenues.

Under this scheme, deemed income shall be assessed at 7.5% of the amount paid or payable (whether in or out of India) for carriage of passengers, livestock, mail, or goods shipped from any port in India, and the amount received or deemed to be received in India on account of carriage of passengers, livestock, mail, or goods shipped to any port outside India shall be treated as profits and gains of business.

Treaty rates will apply to non-resident shipping companies if they are lower than the rates under the tonnage tax scheme.

A government company, or a public company formed and registered in India with the main object of operating ships, is eligible for a deduction not exceeding the lower of 50% of its profits and the sum transferred to a special reserve to be utilised in accordance with the provisions of the Act.
TAX FOR START UPS: 
With a view to providing an impetus to start-ups and to facilitate their growth in the initial phase of their business, a deduction of 100% of the profits and gains derived by an eligible start-up from a business involving innovation development, deployment, or commercialisation of new products, processes, or services driven by technology or IP will be available.

The benefit of 100% deduction of the profits derived from such business shall be available for a period of three consecutive years out of five years beginning from the year the start-up is incorporated.

‘Eligible start-up’ means a company or an LLP engaged in the business mentioned above and which fulfils the following conditions, namely:

· It is incorporated on or after 1 April 2016 but before 1 April 2019

· The total turnover of its business does not exceed INR 250 million in any of the previous years beginning on or after 1 April 2016 and ending on 31 March 2021, and

· It holds a certificate of eligible business from the Inter-Ministerial Board of Certification as notified in the Official Gazette by the Central Government.

Reduced rate of tax for newly set-up companies

To provide relief to newly set-up Indian companies, a beneficial CIT rate of 25% (plus applicable surcharge and education cess) has been announced with effect from FY 2016/17. This beneficial rate is at the option of the company and is applicable on satisfaction of the following conditions, cumulatively:

i.  The company is registered and set-up on or after 1 March 2016.

ii. The company is engaged in the business of manufacture or production of any article    or thing and is not engaged in any other business.

iii. The company has not claimed a benefit for establishing its unit in an SEZ, benefit of accelerated depreciation, or benefit of additional depreciation, investment allowances, expenditure on scientific research, and any deduction in respect of certain income.

iv.    The company has not claimed set-off of loss carried forward from any earlier assessment years, provided such loss is attributable to the deductions referred in (iii) above.

v. The option of seeking the benefit of a reduced CIT rate of 25% is furnished in the prescribed manner before the due date of furnishing of income.

  Tax incentives for undertakings other than infrastructure development undertakings:
          New industrial undertakings located in ‘backward’ states and districts notified as such are entitled to full tax exemption of profits for the first three or five years of operation, followed by a partial tax exemption of 30% of profits for the next five years. The list of 'backward' districts has been categorised into category A and category B districts, depending upon the current level of infrastructure development in those areas. The initial tax holiday period is five years in the case of category A districts and three years in the case of category B districts. A similar incentive is also applicable for hotels satisfying prescribed conditions.

If certain conditions are met, a tax holiday is permitted on the profits earned by an undertaking engaged in any of the following:

· Integrated business of handling, storage, and transportation of food grains.

· Developing and building of housing project.

· Scientific research.

· Commercial production or refining of mineral oils.

· Setting up and operating a cold chain for agricultural produce.

· Processing, preservation, and packaging of fruits or vegetables.

· Operating and maintaining a hospital in a rural area.

The tax holiday periods range from five to ten years, and the percentage of the rebate is 30%, 50%, or 100% in initial years and 30% in the later years. The number of years constituting ‘initial’ and ‘later’ years varies from sector to sector.

Tax incentives for infrastructure development undertakings

Enterprises engaged in the business of power generation, transmission, or distribution; developing or operating and maintaining a notified infrastructure facility, industrial park, or SEZ; substantially renovating and modernising the existing network of transmission or distribution lines (between specified periods); or laying and operating a cross-country natural gas distribution network are eligible for a tax exemption of 100% of profits for any ten consecutive years falling within the first 15 years of operation (first 20 years in the case of infrastructure projects, except for ports, airports, inland waterways, water supply projects, and navigational channels to the sea).

           An investment-linked deduction will be available to Indian companies or their consortium engaged in the business of developing or operating and maintaining of a new infrastructure facility. The taxpayers should have entered into an agreement with the Central or State Government or local authorities in respect of such activities relating to specified infrastructure facilities. This is effective from tax year 2017/18 onwards.

             Since now there are investment-linked deductions, the profit-linked deduction available for infrastructure facilities have a sunset clause of 31 March 2017 for commencement of the operations. Thereafter, deduction of 100% of capital expenditure incurred on setting up of the said infrastructure facility will be available with effect from 1 April 2017.

'Infrastructure facility' means roads, including toll roads, bridges, rail systems, highway projects, water supply projects, water treatment systems, irrigation projects, sanitation and sewerage systems or solid waste management systems, ports, airports, inland waterways, inland ports, or navigational channels to the sea.

Tax incentives for exports

            Export profit from a new undertaking, satisfying prescribed conditions and set up in an SEZ, is eligible for tax exemption of 100% for the first five years, from the year in which manufacturing commences, followed by a partial tax exemption of 50% for the next five years. A further tax exemption of 50% of the export profit for five years is also available after that, subject to an equal amount of profit being retained and transferred to a special reserve in the books of account.

Tax incentives for units in the North Eastern Region of India

              Measures are in place to facilitate the development of the North Eastern Region of India and of the state of Sikkim. Undertakings located in these states that (i) begin to manufacture or produce any eligible article, (ii) undertake substantial expansion, or (iii) commence an eligible business between 1 April 2007 and 1 April 2017 are eligible for a 100% deduction of profits for ten consecutive years.

           A list of eligible businesses has been provided by the Indian government. The eligible businesses include hotels (not below two-star category), adventure and leisure sports including ropeways, the provision of medical and health services in nursing homes with a minimum capacity of 25 beds, operating a vocational training institute for hotel management, catering and food crafts, entrepreneurship development, nursing and para-medical training, civil aviation related training, fashion design and industrial training, running an information technology-related training centre, manufacturing of information technology hardware, and bio-technology. Businesses other than the above-listed eligible businesses are not entitled to claim the tax holiday.

Tax incentives for hotels/convention centres located in specified districts

     Hotels located in a specified district having a World Heritage Site, that are constructed and that have started functioning at any time during the period 1 April 2008 to 31 March 2013, are eligible for a tax holiday for a period of five years.

Tax incentives for certain income relating to offshore banking units and international financial services centres

         A scheduled bank, or any bank incorporated by or under the laws of a country outside India, that has an offshore banking unit in an SEZ or an international financial services centre with a specified income that is subject to prescribed conditions is eligible for a tax exemption of 100% of the specified income for five consecutive years beginning from the year in which the permission under the Indian Banking Regulation Act, 1949 was obtained and of 50% of the specified income for five consecutive years.

To encourage the location of offshore fund managers in India, a specific regime has been laid down. In the case of an eligible investment fund, fund management activity carried out through an eligible fund manager acting on behalf of such fund will not constitute a business connection in India. An eligible investment fund will not be treated as resident in India merely because the eligible fund manager undertakes fund management activities in India. Offshore funds and fund managers are required to satisfy certain conditions to be eligible for the regime. The conditions are not applicable to funds set up by the government of a foreign state or the Central Bank of a foreign state, a sovereign fund, or such other funds as may be notified by the government of India and subject to fulfillment of conditions as may be specified. Further, the special regime shall be applied in accordance with guidelines and in such manner as the administrative board may prescribe.

Tax incentive for hiring new workmen

      With a view to encouraging generation of employment, the benefit of deduction on hiring of new workmen has been extended to all taxpayers who are subjected to tax audit, instead of the earlier provision, which was applicable only to manufacturing units. Further, to enable smaller units to claim this deduction, the benefit has been extended to units employing 50 regular workmen.

      To increase employment generation incentive to taxpayers across all sectors (who are subject to tax audit), where emoluments paid to an employee are less than or equal to INR 25,000 per month, the taxpayer will be eligible for deduction of 30% of additional wages paid to new regular workmen in a factory for a period of three years wherein the workmen are employed for not less than 240 days in a year. The benefits of this incentive would also be available in the first year of business, on emoluments paid to all employees. However, no deduction shall be allowed in respect of cost incurred on employees for whom the Government has paid the entire contribution under the Employees’ Pension Scheme, and for employees who do not participate in a recognised provident fund. This has been effective from financial year 2016-17 onwards.

                NEED OF THE STUDY:

        Research and studies in the area of taxation is not new in India. Only 3% of the population in India pay income tax compared to over 20% in China & 45% in USA. There is also the problem of non-filers and under-filers of income tax returns (Ramanujam & Sangeetha, 2015). The Income Tax Department has conducted the fifth cycle of data matching which has identified an additional 67.54 lakh potential non-filers who have carried out high value transactions in the financial year 2014-15 but did not file return of income for the relevant assessment year i.e. AY 2015-16," CBDT said in a statement. In recent times, moving towards tax reforms specially in corporate tax requires  the studies on corporate taxation.

           Developed nations, on the other hand are far ahead of India, when it comes to the research and studies in the areas of taxation, reforms, compliance cost, tax evasion, tax compliance, etc.  It is in this regard that this study on corporate tax in India has been undertaken.  The perception of tax professionals in the study is important.  

 
Objectives of The study



        The main aim of the study is to examine taxation of corporate income in India with the following specific objectives: 

· To examine Indian Tax System with special reference to corporate income tax.
· To study the growth of corporate tax revenue during the period of study.
· To study the perception of tax professionals with regard to corporate Tax System.
· To make recommendations to improve the system of taxation on the basis of findings of the study.
TABLE 3: CORPORATE TAX RATES IN DIFFERENT COUNTRIES

	Country 
	Corporate tax rate       (%) 
	corporation tax revenue as a % of GDP 
	Total Tax as a % of   GDP 

	Australia 
	30.00 
	4.8 
	30.8 

	Austria 
	25.00 
	1.9 
	43.4 

	Brazil 
	34.00 
	-- 
	34.4 

	Canada 
	26.50 
	3.3 
	32.2 

	China 
	25.00 
	-- 
	17.0 

	France 
	33.33 
	2.1 
	44.6 

	Germany 
	29.79 
	1.5 
	40.6 

	Hong kong 
	16.50 
	-- 
	13.0 

	India 
	30.00 
	3.8 
	17.7 

	Italy 
	31.40 
	2.8 
	42.6 

	Israel 
	25.00 
	2.9 
	36.8 

	Japan 
	30.86 
	2.8 
	28.3 

	New Zealand 
	28.00 
	3.9 
	34.5 

	Norway 
	24.00 
	9.7 
	43.6 

	Pakistan 
	31.00 
	-- 
	10.2 

	Russia 
	20.00 
	-- 
	36.9 

	South Africa 
	28.00
	-- 
	26.9 

	Singapore 
	17.00 
	-- 
	14.2 

	Sweden 
	22.00 
	2.8 
	47.9 

	Switzerland 
	24.41 
	3.4 
	29.4

	U.K 
	19.00 
	3.1 
	39.0 

	U.S.A 
	40.00 
	2.7 
	26.9 


Source: Compiled from OECD & KPMG International Corporate and Indirect Tax Survey 2017 . 
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           Table 3 highlights that corporate tax rates in India are moderate when compared to other countries. Figure also shows that most of the countries are charging 30 percent tax on the companies.  It is believed that high corporate rates had a negative impact on corporate profits, savings and investment.  In our coutry also corporate tax rates are reduced for domestic companies.
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REVIEW OF LITERATURE

Taxation Enquiry Commission (TEC) (1953-54) headed by John Matthai was set up to review the tax structure in India. It carried out an in-depth study of the central taxes and their administration. It recommended widening and deepening the tax structure both at the Centre and the State level for the purpose of financing development outlay and reducing large inequalities of income. It also recommended for providing tax incentives for production and investment and periodic appraisal of same. Further, the commission also recommended the financing of small research sections in selected research institutions by the government. 
Ambirajan (1961) tried to study the evolution, structure, administration and future prospects of the corporate income tax in India in the context of changing ideas and concepts that influenced Indian tax policy. He revealed that revolutionary tax changes were made only in the post freedom-period. He found that the corporate tax structure had a minor impact on investment structure in corporate sector. He opined that Indian corporate tax rates were very high as compared to even many underdeveloped countries. The study concluded that there was an urgent need of tax reforms.

Aggarwal (1971) analysed the impact of corporate taxes on retained profits of a concern and performance of corporate sector in India. He also analysed its impact on public policy. The study covered the period from 1960-61 to 1967-68 and was based on data collected from RBI Bulletins. He highlighted that tax structure was not conductive for growth of corporate sector. Lack of internally generated funds had shown adverse effect on investment in corporate sector. He suggested a number of measures for rationalizing corporate tax policy such as exemption to small companies from distribution dividend tax, revival of development rebate, removal of taxes on inter corporate dividends and bonus shares.


Jhaveri (1972) tried to analyse the impact of income tax concessions on post tax income from different financial assets eligible for such concession. For this purpose, hypothetical examples were worked out by taking certain assumed tax rates, rate of interest before tax, different levels of income and saving period. The results showed that qualifying financial assets were more useful for those taxpayers who had to pay high marginal rate of tax. Taxpayers in middle and small income groups did not get benefit in real terms by investing in qualifying assets. So, they could prefer investment in units, preference shares rather than Public Provident Fund, Cumulative Time Deposit and Employees Provident Fund. The author suggested that deduction related to savings in specified assets should be given in graded manner. It should vary from more than 100 per cent at low levels of gross assessable income to 40 per cent at high gross assessable income. It was also suggested that exemption of income earned from qualifying financial assets for tax relief should be withdrawn.

Suman (1974) examined the role of personal income tax and corporation tax in the Indian tax structure, their impact on savings and investments and role in mobilising resources for public sector during first three five year plans. He calculated coefficient of income elasticity, coefficient of correlation and regression coefficient of these two taxes. His study revealed that corporate tax played a significant role in raising public revenue as compared to personal income tax during the period 1950-51 to 1966-67. The study also highlighted that although tax rates seemed to be high but it did not adversely affect personal and corporate savings and investments. The author pointed out that inadequate taxation of agricultural income, political considerations, existence of non monetary sector, inefficiency of tax administration and a large degree of tax evasion were the main weaknesses of the Indian tax structure. The researcher suggested for simplification of tax laws, stability in tax laws, proper assessment by Income tax authorities and concentration on realisation of tax arrear. 

Roy (1977) traced year to year developments in the growth of corporate tax law in India from 1860 to 1975. The study summarised the important changes introduced by various Finance Acts. The study revealed that principal recommendations of various committees and commission on taxation were introduced through the annual Finance Acts but most of them were ill conceived and had not been implemented. The study highlighted that frequent changes in law made it so cumbersome that tax officers devoted a major part of their time and energy in understanding the changes rather than carrying their administrative work. So, they got less time to check income tax returns which resulted in poor taxpayer relations and inefficient tax administration. The simplification of tax structure, abolition of tax on divided distribution, withdrawing of surtax, reduction in corporate tax rates, offering only direct incentives were major recommendations of the study.

Rao (1979) attempted to examine the responsiveness of the union and state tax structures and changes in selected individual taxes with respect to changes in national income and their respective bases from 1960-61 to 1973-74. He highlighted that the overall trends of revenue from taxation in India showed a steady increase over the period. He further concluded that the elasticity of most of the individual taxes was low. So, the changes in taxation system did not facilitate much to improve the automatic growth of the tax receipts. 

Rao (1980) attempted to study corporate tax system and tested the hypothesis that there was zero shifting of the incidence of corporate taxation in the Indian context. The period covered for the study was from 1950-51 to 1965-66 and data covered 21 selected industries. On the basis of comparison of statutory tax rates applicable in thirty countries, the author observed that corporate tax rate was the highest in India. In spite of high tax rates the companies used internal sources of finance for further expansion. The major drawback of corporate tax system was lack of horizontal equity due to double taxation of dividend income. The study revealed that lower tax rates for priority sector failed to achieve higher capital formation in that sector. It was found that in majority of industries, tax was neither shifted to the consumers nor to the labour. A uniform tax rate for all domestic companies, removal of surtax and integration of personal income tax with corporate tax were the main suggestions made by the author.

Lall (1983) quantified the extent of tax savings due to fiscal incentives granted for corporation taxes on the basis of a sample study of 223 companies for the period 1961-62 to 1975. The study found that effective tax rate was 45.7 per cent as compared to the average statutory tax rate of 54.9 per cent. So the return on corporate investment substantially improved due to tax saving arising from fiscal incentives. The study also highlighted that capital intensive industries obtained maximum benefit from fiscal incentives and tax base diminution effect was highest in engineering industry followed by textile and chemical industry. Further, larger companies availed larger quantum of relief as compared to smaller ones and new companies were also major beneficiaries as they availed tax holidays. 

Acharya, Shankar and Associates (1985) made an analysis of various aspects pertaining to unaccounted income in Indian economy. The study noted that demonetization and voluntary disclosure schemes failed to check the generation of black money. The researchers suggested for reduction in tax rates, simplification of tax structure, strict enforcement of law and punishment to tax evaders for reining the generation of black income. 

Saxena (1985) attempted to analyse pre-independence and post independence corporate income tax policy of government of India in terms of its effect on investment, profitability, dividend distribution and capital structure of companies operating in manufacturing sector. The study was based on secondary data collected from published records of Government of India, RBI and other institutions concerned with fiscal policy formation. After examining the overall corporate tax system and changes that had been introduced over the period, the researcher opined that corporate tax structure was full of complexities and confusions due to frequent changes introduced in income tax legislation. The study also revealed that tax was distorting capital structure by favouring debt financing more than equity financing. So, the study recommended a number of measures to improve corporate tax system such as inclusion of interest in the definition of corporate income for purpose of taxation, preferential tax treatment of retained earnings, lower flat rate of tax at 45 per cent with special relief to high priority industries and establishment of a statutory body ‘controller of capital’ to exercise control on funds.

Maji (1990) attempted to study the evolution of corporate taxation, corporate tax structure, the impact of corporate tax on corporate growth, shifting of corporate tax and various incentive provisions granted to corporate bodies. The study was based on secondary data collected from various Finance Acts, Annual Budgets and reports of different committees and primary data collected from different companies. The case study technique of analysis was applied on collected data. The study highlighted that frequent changes in the corporate tax system were introduced in the face of resource constraint. On the question of shifting, it was held that tax burden had been shifted to whole economic system. It was shown that there was an excessive dependence on internal resources like depreciation and retained profits. Finally, the study gave a number of suggestions like withdrawal of economically unjustified concessions, introduction of time bound incentives, simplification of legal provisions, restricting the fiscal relief to 80 per cent of gross total income and, uniform rate of tax for royalty and fees received by foreign companies. 


Jain (1991) undertook a study on corporate saving behaviour in order to identify how taxation provisions influenced corporate saving decisions. The effect was studied both at aggregated level (macro level) and disaggregated level (micro level) for the period 1960-61 to 1985-86. Twelve companies from three industries were selected for this purpose. The data was collected from RBI Bulletins, National Accounts Statistics etc. The study showed that corporate savings as a percentage of GDP reduced from 9.1 per cent in 1950-51 to 8.5 per cent in 1987-88. Two stage least square method of regression was used to evaluate decrease in corporate savings. The results of study confirmed that high corporate rates had a negative impact on corporate profits, savings and investment. However, the hypothesis that tax incentives and compulsory reserves induce savings was not proved. In the end, study suggested for reduction in tax rates, downward revision of fiscal incentives, increase in depreciation rates and taxation of dividends in the hands of shareholders rather than companies.


Tax Reforms Committee (1991) was constituted by the government of India under the chairmanship of Raja J. Chelliah to study structure of direct and indirect tax system following the economic crisis of 1991.  The committee observed that multiplicity of provisions in tax laws made administration burdensome. It also pointed out that tax concessions provided undue tax benefits to high bracket taxpayers. To broaden the base the committee recommended the following main measures: 

· A simple three tier personal income tax structure, with an entry rate of 20 per cent and a top rate of 40 per cent should be introduced.

· Corporate tax rate should be reduced to 40 per cent for both widely–held and closely-held companies.

· Exemptions and concessions should be eliminated in both direct and indirect taxes.

· Tax administration system should be improved by building a proper information system and computerizing tax returns.

· Taxes on domestic production should be fully converted into value added tax.
· Wealth tax should be levied only on unproductive assets.
Sharma (1997) tried to evaluate the revenue potential of Minimum Alternative Tax (MAT) levied on the basis of book profits of the company and Alternative Minimum Tax (AMT) based on total assets of the company. He further examined the depreciation rates, corporate tax rates and fiscal incentives available to companies in India. The study found that 70 per cent of 1500 selected companies did not pay any corporate tax. The author opined that existence of zero-tax companies was against the principle of equity and justice in tax system.  The study estimated that Government could collect net additional revenue of Rs. 2,178 crore by enforcing MAT and Rs. 3,700 crore by enforcing AMT. The researcher viewed that asset based minimum tax (AMT) seemed to be simple, more effective and higher revenue generating as compared to MAT based on book profits. Regarding tax relief, the study pointed out that lower tax rates together with less fiscal incentives could be more practical than high tax rates combined with large number of tax reliefs. The study concluded that for attracting Foreign Direct Investment, corporate tax rates should be lowered to bring them in conformity with East Asian Economies. Further, depreciation rates prescribed under the Income Tax Act should be harmonized with the rates available under the Companies Act for improving the quality of corporate governance. 

Jha (1999) examined the reasons for tax evasion, black money and implications of offering amnesties to tax evaders in India. She opined that most important reason for tax evasion was that it provided economic benefits to tax evaders. She further opined that besides tax evasion, black income was also generated from illegal activities like smuggling, trafficking in illicit drugs and gambling etc. On the basis of various estimates, unaccounted income in India was reported to be in the range of Rs. 350-700 thousand crore, comprising more than 50 per cent of GDP. She recommended reduction in marginal income tax rates for individuals, firms and corporations, which could help in widening the tax base. She feared that amnesty schemes might lead to continued tax evasion with the hope of continuation of such schemes in future. Finally, she suggested that amnesty schemes should be eliminated to make tax administration more efficient. 

Singh and Jain (1999) in their research paper analysed buoyancy and elasticity coefficient for the corporation tax in India with reference to application of Laffer Curve for the period 1951-52 to 1995-96. The data was collected from CMIE and Reserve Bank of India publications. The study revealed that rationalization and harmonization of tax structure under the new economic policy had led to increase in the share of direct tax revenue in total tax revenue from 19 per cent in 1990-91 to 29.5 per cent in 1995-96. Similarly, contribution of corporation tax had been increasing since 1950-51. It was observed that reduction in corporate tax rates did not result in an improvement in tax elasticity up to 1970-71. The buoyancy coefficient was found to be greater than unity during the period of study. It was also noted that coefficient of elasticity was lower than coefficient of buoyancy during the period of study. But the difference between the two coefficients narrowed down during post reform period. The study also revealed that reduced corporate tax rates led to increase in corporate tax profit base, improvement in elasticity of corporation tax and increase in corporate tax revenue during the post reform period. The study concluded that all these factors validated the ‘Laffer Curve’ logic in India. Lastly, the authors strongly recommended expansion of coverage, regular adjustments for inflation, minimization of collection lags and phasing out various tax incentives for further improvement in corporation tax elasticity.
Sreekantaradhya (2000) tried to study structure and reform of taxation in India. He analysed the tax structure prior to 1991 and various tax reforms that were implemented during the period 1990-91 to 1999-2000. The study revealed that share of personal income tax in total tax revenue of the Central Government increased to 15.21 per cent in 1999-2000 as compared to 9.33 per cent in 1990-91. The coverage of personal income tax was extremely limited because of exemption of agricultural sector and predominance of unorganized sector in the economy. The study also pointed out that high marginal rates and complicated rules were responsible for poor compliance. It had been further observed that wide ranging incentives, a large number of zero tax companies and complex system of corporate taxation had affected the corporation tax revenue negatively. The author  suggested some measures for improvement in tax system such as application of  presumptive taxation on  unorganized sector of the economy, bringing the agricultural income under tax net, adoption of tax deduction at source, compulsory filing of return on the basis of certain economic criteria and rationalization of fringe benefit taxation.

Maji and Rakshit (2001) examined the provisions of Income Tax Act relating to integration of agricultural income with non-agricultural income over the period 1987-88 to 2000-01. The authors calculated tax liability by taking different amounts of agricultural income for the purpose of integration and found that higher the amount of agricultural income, lower was the effective rate of additional tax. The study highlighted that integration provision was disproportionate in nature. The researchers opined that exempting agricultural income from tax was unfair as it resulted in horizontal inequity, narrowing the tax base and tax evasion. They suggested that agricultural income should be brought under the purview of Income Tax Act by amending constitution and a separate head of income should be inserted for agricultural income. They further suggested that average of the first two bracket rates should be applicable on the agricultural income.


Pandey (2002) attempted to examine the issue relating to widening of tax base in India in the light of various measures taken by Government in this direction. The study highlighted that one by six scheme for compulsory filing of return increased the number of assesses due to filing of return by those who did not have taxable income. It increased the paper work for department and taxpayers, without contributing to tax revenue. It was further observed that tax buoyancy which was 2.64 in 1991-92 decreased to 1.67 in 2000-01. The author suggested to bring the agriculture sector in the tax net, computerization of Income Tax Department, networking of all income tax offices in the country, selective use of search and seizure operations and developing a friendly atmosphere by Income Tax Department for increasing tax base. It was further recommended that for widening the tax base, Government should not merely concentrate on lower or middle categories of assesses, but also ensure that persons in higher income group discharge their tax obligation faithfully and correctly.

Task Force on Direct Taxes (2002) constituted under the chairmanship of Mr. Vijay Kelkar by Ministry of Finance, Government of India submitted its report in 2002. It was asked to suggest measures to rationalize and simplify direct taxes, improvement in taxpayers` service and redesign procedures for strengthening enforcement so as to improve compliance of direct tax laws. It recommended the following measures: 

· The income tax department must increase expenditure on tax payers’ services.

· The Permanent Account Number should be extended to cover all citizens and therefore serve as a Citizen Identification Number.

· The department should set up a structure for Electronic Data Interchange (EDI) with some of the major departments.

· The Government should establish national tax information network (TIN) on a build, operate and transfer basis [BOT].

· The basic exemption limit must be raised to Rs. 1.00 Lac for individuals and HUFs.

· Standard deduction under the head salary should be eliminated.  

· The number of tax slabs should be reduced.

· Maximum marginal rate of tax should be moderate.

· Personal income tax base should be broadened by eliminating some tax incentives.

· Corporate tax rate should be reduced. 

· Dividend should be exempted from tax in the hands of shareholders. 

· Minimum alternate tax under section 115 JB and tax exemptions under section 10A   and 10B of income tax Act should be omitted.

Sarkar (2004) examined various issues related to tax incentives in India by comparing the same with other countries viz. United Kingdom, United States of America, France, Japan, Singapore, Malaysia and Bangladesh. It was observed that all these economies adopted some form of tax incentives and exemptions for economic development in desired direction. However, in India tax incentive provisions were more in number and had been provided for a long time as compared to other economies. Author opined that data available on tax incentives in India was less effective for analytical interpretation. In the light of constraints, study concluded that tax incentive schemes had been successful in mobilizing savings and capital formation in India during the post independence era. The main suggestions of the study were to make tax policy more realistic, to keep tax machinery free from politics and to spread tax awareness among common people.

Arora R.S. and Kumar (2005) attempted to study the performance of Income Tax Department on the basis of secondary data collected from various reports of Comptroller Auditor General of India during the period of 10 years from 1991-92 to 2001-02.  The study revealed that number of assessees and tax revenue increased, whereas cost of collection declined during the study period. Further, number of pending assessments, outstanding refund claims and number of mistakes in assessments increased considerably. The study emphasized on improving the efficiency of   Income  Tax Department and suggested recruitment of tax officers, their proper training, outsourcing of routine activities, simplification of tax procedures and adoption of computer based technology for achieving the same. 
                

Kumar (2006) attempted to evaluate income tax revenue efficiency of 17 major states of India for the period 1989-90 to 2000-01 by using Stochastic Frontier Approach. The study found that the state of Karnatka showed maximum revenue efficiency followed by Punjab.  Bihar and Uttar Pradesh were at the bottom with least efficiency preceded by the state of Arunachal Pradesh. It was also found that ranks of different states with regard to their revenue efficiency remained stable over the period of study, indicating that poor performing states showed no improvement over the years. He highlighted that high income tax rates and exemption limit had a negative effect on income tax revenue. However, personal income and tax base had a positive effect on tax revenue. Author opined that intensive audit for richer section of society, simplification of tax rules, introduction of pragmatic tax rates and good governance were needed for increasing revenue efficiency.

Singh and Sharma (2007) made an attempt to study the perception of tax professionals with regard to Indian Income Tax System   by collecting primary data from 100 tax consultants operating in Punjab and Haryana. They tried to investigate the role of tax consultants played in the revenue collection process by helping their clients in understanding the complex tax system and meeting their legal obligations. Factor Analysis  of data  showed that seven factors –reduction in tax evasion, extension    of  relief to taxpayers, incentives for dependents and honest taxpayers, broadening the tax base, e-filing of returns, adequacy of  deductions and impact of exempt-exempt tax system played an important role  in determining the effectiveness of Indian tax system. It was observed that most of the tax consultants were satisfied with tax rates. However, majority showed dissatisfaction with regard to price level adjustment. It was also observed that most of the taxpayers consulted tax experts because they found it cheap. While concluding the authors suggested for adjustment of income tax rates according to price level changes, broadening of tax base, strict measures against tax evaders, extensive use of TDS, consideration to number of dependents for tax rate purpose and establishment of good relationship with taxpayers. 

Datar (2010) in his article entitled "Why the Code must be shelved" expressed his views about proposed Direct Taxes Code.  He opined that people would have to waste a lot of time in understanding the new provisions of income tax law and CBDT would have to issue numerous circulars and frame several rules all over again. He expressed his apprehension that proposed Code would neither improve efficiency nor tax collection due to deep rooted corruption. He felt that fault is not with existing Income Tax Act, but the manner in which it is administered.  In the end, he concluded that there is no ground for wholesale replacement of the existing Act rather amendments could be carried out. 

Empirical studies related to Income Tax System have highlighted certain weaknesses of Income Tax System such as inadequate structure of Income Tax Department to meet the challenges posed and responsibilities cast on it, overburdened income tax officials, unhealthy service conditions in the department, lack of systematic plan for computerisation and increase in number of pending assessments and outstanding refunds.  

Research Methodology: 

   Secondary Data: Secondary data has been collected which includes the various Finance Acts, Explanatory Memorandum on the Budget of the Central Government, Reports of the various committees/commissions, Indian Economic Survey, Income Tax Act 1961, Income Tax Rules 1962, various announcements, circulars and notifications of Central Board of Direct Taxes, Budget speeches of  Finance Ministers,  Reports of Comptroller and Auditor General of India on Direct Taxes, Economic and Political Weekly, news papers (Economic Times, Financial Express, Business Lines) etc. Moreover, websites of Income Tax Department, Ministry of Finance, Ministry of Statistics and Comptroller and Auditor General of India have also been used for collection of data. The secondary data pertains to the period from 1997-98 to 2007-08.
 

    Primary Data: For studying the perception of tax professionals regarding Income Tax System, data has been collected from Chartered Accountants practicing in Punjab and Chandigarh (U.T.). A sample of 250 respondents (50 respondents each from selected four districts of Punjab and 50 respondents from Chandigarh) has been taken by using random sampling technique. 

Statistical Tools:
     The analysis of data collected has been carried out by using simple frequencies, percentages, averages, simple growth rate, exponential growth rate, buoyancy coefficient, average weighted score, Chi Square Test, Kendall’s Coefficient of Concordance etc.
 TABLE 4: GROWTH of CORPORATE TAX REVENUE INDIA 

	Years


	Corporate tax

(in crores) 
	Growth 

(in crores)
	Growth

Per cent 

	1997-98
	20016
	----
	-----

	1998-99
	24529
	 4513
	22.55

	1999-00
	30692
	 6163
	25.13

	2000-01
	35696
	5004
	16.30

	2001-02
	36609
	913
	2.56

	2002-03
	46172
	9563
	26.12

	2003-04
	63562
	17390
	37.66

	2004-05
	82680
	19118
	30.08

	2005-06
	101277
	18597
	22.49

	2006-07
	144318
	43041
	42.50

	2007-08
	192911
	48593
	33.67

	2008-09 
	213395
	20484
	10.62

	2009-10
	244725
	31330
	14.68

	2010-11
	298688
	53963
	22.05

	2011-12
	323224
	24536
	8.21

	2012-13
	356326
	33102
	10.24

	2013-14
	394678
	38352
	10.76

	2014-15
	429000
	34322
	8.70

	2015-16
	453000
	24000
	5.59
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Source: Economic Survey Reports, Govt. of India.

           Table 4 highlights that Revenue corporate tax increased from Rs. 20016 crore in 1997-98 to 453000 crores in 2015-16. Corporate tax increased at a higher growth rate as compared to that of total tax revenue. Simple growth rates over the previous years for corporate tax fluctuated during the period under study. Both personal income tax and corporate tax registered lowest growth rate of 2.56 in 2001-02. Corporate tax showed highest growth rate of 42.50 per cent in 2006-07.  From the above Graph , it is evident that corporation tax revenues in India have been showing  an upward trend of growth.  

  DIRECT  TAX to GDP RATIO
       Level of taxation in a country can be judged from its tax to GDP ratio. It indicates the percentage of national income that is collected by the Government in form of tax revenue. So, higher the ratio better it is for the economic development of the country.  The level of taxation in a country is traditionally judged in terms of the ratio which taxes bear to some measure of national income, called as tax-GDP ratio. If taxation is an instrument for revenue mobilisation then, this ratio answers a major question as to “Where is the money going to come from?” for different developmental projects to be undertaken in the country. The study of tax- GDP ratio is important because trends in taxation in a country is analysed mainly in terms of this ratio and the composition of tax revenue. Table 5 presents income tax to GDP ratio from 1997-98 to 2015-16. Direct taxes as a % of GDP has been growing and showing a continuous upward trend.  From less than 1% of GDP in 1990-91, corporation tax has grown gradually to 1.4% in 1998-99, only in decreasing in 1997-98 to 1.1% and thereafter we find a continuous growth in the upward direction and then stabilising at 3.80% both in 2008-09 and 2009-10.
TABLE 5: TAXES as  PERCENTAGE OF GDP

	Year  
	Direct Taxes 
	Corporation Tax 
	Personal Income-Tax 

	1990-91 
	1.9
	0.9
	0.9

	1995-96 
	2.8
	1.4
	1.3

	1996-97 
	2.8
	1.4
	1.3

	1997-98 
	3.2
	1.3
	1.2

	1998-99 
	2.7
	1.4
	1.2

	1999-00 
	3
	1.6
	1.3

	2000-01
	3.23
	1.71
	1.52

	2000-01 
	3.2
	1.7
	1.5

	2001-02 
	3
	1.6
	1.4

	2002-03 
	3.4
	1.9
	1.5

	2003-04 
	3.8
	2.3
	1.5

	2004-05 
	4.2
	2.6
	1.6

	2005-06 
	4.6
	2.8
	1.8

	2006-07 
	5.1
	3.4
	1.9

	2007-08 
	5.9
	3.9
	2.1

	2008-09 
	5.7
	3.8
	1.9

	2009-10 
	5.7
	3.8
	1.9

	2010-11 
	5.6
	3.8
	1.8

	2011-12 
	5.4
	3.6
	1.8

	2012-13 
	5.5
	3.5
	1.9

	2013-14 
	5.9
	3.6
	2.3

	2014-15 
	6
	3.5
	2.5

	2015-16
	5.5
	3.4
	2.1


Source: Economic survey reports & planning commission report

       Table 5 direct taxes as a % of GDP has been growing and showing a continuous upward trend.  From less than 1% of GDP in 1990-91, corporation tax has grown gradually to 1.4% in 1998-99, only in decreasing in 1997-98 to 1.1% and thereafter we find a continuous growth in the upward direction and then stabilising at 3.80% both in 2008-09 and
2009-10.This shows that there is a strong enforcement mechanism which
has begun. The burden of tax is being spread as more assessees are being
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       Table 5 direct taxes as a % of GDP has been growing and showing a continuous upward trend.  From less than 1% of GDP in 1990-91, corporation tax has grown gradually to 1.4% in 1998-99, only in decreasing in 1997-98 to 1.1% and thereafter we find a continuous growth in the upward direction and then stabilising at 3.80% both in 2008-09 and 2009-10.This shows that there is a strong enforcement mechanism which has begun. The burden of tax is being spread as more assessees are being brought under the tax net. But we find that there is a decrease in the corporate tax –GDP % in the last three years and stabilising at 3.5% from 2012-13 to 2015-16. This is a cause of worry and the tax administration should be taking stringent measures to improve this. 
 CORPORATE TAX AS PERCENTAGE OF TOTAL GROSS TAX  REVENUE
           As a percentage of total gross tax revenue in the country,   corporation tax was 9.3% in 1990-91.  Table  6  shows that it has almost doubled in 2000-01. Although the growth of corporation tax was moderate in 2008-09 and 2009-10, by the end of 2009-10 it has reached to 39.20%.  Further, the share of corporate tax revenue declined to 31.02 percent in 2015-16. It shows the growth of corporate tax as a major component of direct taxes in the country.  

TABLE 6:  CORPORATE TAX AS PERCENTAGE OF TOTAL GROSS    TAX  REVENUE

	Year 
	Corporate tax 
	Personal income  tax 
	Direct tax 

	1990-91  
	9.3
	9.3
	19.1

	1995-96  
	14.8
	14
	30.2

	1996-97  
	14.2
	14.2
	30.2

	1997-98  
	14.4
	12.3
	34.7

	1998-99  
	17.1
	14.1
	32.4

	1999-00  
	17.9
	14.9
	33.7

	2000-01  
	18.9
	16.8
	36.2

	2001-02  
	19.6
	17.1
	37

	2002-03  
	21.3
	17
	38.4

	2003-04  
	25
	16.3
	41.3

	2004-05  
	27.1
	16.2
	43.3

	2005-06  
	27.7
	17.4
	45.1

	2006-07  
	30.5
	15.9
	46.4

	2007-08  
	32.5
	17.3
	49.9

	2008-09  
	35.3
	17.5
	52.8

	2009-10  
	39.2
	19.6
	58.9

	2010-11 
	37.7
	17.5
	55.3

	2011-12 
	38.6
	17.6
	56.3

	2012-13 
	36.3
	18.6
	54.9

	2013-14 
	36.3
	17.6
	52.4

	2014-15
	31.43
	18.9
	50.99

	2015-16
	31.02
	19.17
	50.82


Source: Economic Survey Reports, Govt. Of India 

    Corporate Tax and Personal Income Tax had started off at an equal level in 1990-91 and we find that the growth of corporation tax has been impressive,  overtaking the growth of personal income tax in the country.  The composition of direct taxes has therefore, tilted in favour of corporation tax which is a favourable sign for the development of the economy.

CORPORATE TAX AS PERCENTAGE OF DIRECT TAX REVENUE IN INDIA:   

   We now try to examine the share of corporation tax revenue collected in the direct   tax revenue of the country.   Table 7 highlights corporate tax revenue as a percentage of total direct tax collected in India.
TABLE 7: CORPORATE TAX AS PERCENTAGE OF DIRECT TAX REVENUE IN INDIA

                                                       (Rs.  in crores) 

	Year 
	Total Direct Tax collected in India 
	Corporate Tax 
	Column 3 as a % of Column 2 

	
	
	
	

	1990-91 
	11024
	5335
	48.39

	1995-96 
	33563
	16487
	49.12

	1996-97 
	38895
	18567
	47.74

	1997-98 
	48280
	20016
	41.46

	1998-99 
	46600
	24529
	52.64

	1999-00 
	57959
	30692
	52.95

	2000-01 
	68305
	35609
	52.26

	2001-02 
	69198
	36609
	52.9

	2002-03 
	83085
	46172
	55.57

	2003-04 
	105088
	63562
	60.48

	2004-05 
	132771
	82680
	61.27

	2005-06 
	165208
	101277
	61.3

	2006-07 
	228659
	144318
	63.11

	2007-08 
	312294
	192911
	61.77

	2008-09 
	333828
	213395
	63.92

	2009-10 
	378063
	244725
	64.73

	2010-11 
	446935
	299423
	66.99

	2011-12
	494799
	323224
	65.32

	2012-13
	558657
	356326
	63.78

	2013-14
	638543
	394678
	61.81

	2014-15
	695792
	429000
	61.65


          Source: Economic Survey Reports, Govt. of India. 

     The amount of tax collected in a year depends on the tax rates, recovery of arrears and tax refunds. The above Table 7 shows corporation tax as a percentge of total direct tax collected in India. It is evident that the growth of corporation tax shows a continuous upward trend. From 5335 crores  in 1990-91, it has grown to 453000 crores  in 2015-16. The contribution from corporation tax alone has grown by nearly 84 times by 2015-16 and in absolute terms it has increased to 447665 crores in 2015-16.This phenomenal increase in the yield of corporation taxation only reflects the growth of corporate sector itself. The introduction of tax reforms in 1992 has finally started to show some positive signs in the area of corporate tax.

GROWTH IN NUMBER OF CORPORATE ASSESSEES
         When we consider the growth of corporation tax in the country it is important to look at the growth of corporate assessees and the average tax collected from them. Table  8 shows the year-wise growth in corporate assessees and the average tax collected per assessee.  

TABLE 8:  NUMBER OF CORPORATE ASSESSEES
	Year 
	Number of corporate assessees    (lakhs) 
	Average Tax Collected per assessee 



	1997-98 
	2.74
	730510

	1998-99 
	2.95
	831491

	1999-00 
	3.1
	990064

	2000-01 
	3.34
	1068743

	2001-02 
	3.49
	1048968

	2002-03 
	3.65
	1264986

	2003-04 
	3.72
	1708656

	2004-05 
	3.8
	2175789

	2005-06 
	3.93
	2577023

	2006-07 
	4
	3607950

	2007-08 
	4.9
	3936959

	2008-09 
	3.3
	6466515

	2009-10 
	3.7
	6614189

	2010-11 
	3.8
	7860211

	2011-12
	5.81
	5563236

	2012-13
	5.9
	6039424

	2013-14
	6.36
	6205629

	2014-15
	6.75
	6355555


                  Source: Compiled from C & AG Reports, Government of India 
      With the growth of corporate sector in India, we find that the number of Corporate tax assessees too have been growing steadily in the country every year, at a compounded annual growth rate of 3.28% in 2004-05. The growth has however decreased in the year 2008-09 and thereafter increasing by less than 12% and 6.13 % in 2009-10 and 2014-15 respectively. The average tax collected per corporate assessee has been increasing continuously year after year although the tax rates have kept falling.   

CERPORATE TAX BUOYANCY
          Tax buoyancy is an indicator to measure efficiency in revenue mobilisation in response to growth in GDP.  If tax buoyancy is high, it indicates built-in- flexibility in the tax structure. Further, if it is greater than 1, it indicates more than proportionate response of the tax revenue to rise in GDP. It is computed by dividing the percentage change in tax revenue by the percentage change in GDP over the period. A tax system is adequate and able to meet the expenditure needs of the authorities if it is sufficiently buoyant. Buoyancy is the inherent capacity to yield more revenue with growth of national income. Corporation taxes are considered to be more buoyant than personal income tax.  Generally tax buoyancy refers to the increase in the flow of income to the exchequer including additional tax efforts undertaken by fiscal authorities.  So the capacity of the tax structure is called the tax buoyancy.  If the ratio is above unity then the revenues are said to be buoyant.   

                       Table 9:  CORPORATE   TAX BUOYANCY
	Year 
	Percentage change in 

Corporate Tax 
	Percentage change in 

GDP 
	Buoyancy Coefficient 

	1998-99
	22.54696243
	34.50408332
	0.65346

	1999-00
	25.12536182
	24.37553648
	1.030761

	2000-01 
	16.30392285
	3.119230836
	5.226905

	2001-02
	2.557709547
	20.06799567
	0.127452

	2002-03
	26.12199186
	8.065551027
	3.238711

	2003-04
	37.66351902
	17.47289904
	2.155539

	2004-05
	30.07771939
	27.52593338
	1.092705

	2005-06
	22.49274311
	32.73259974
	0.687166

	2006-07
	42.49829675
	22.93051663
	1.853351

	2007-08
	33.67078258
	21.3603528
	1.576321

	2008-09 
	10.61836806
	3.262897598
	3.25428

	2009-10
	14.68169357
	3.406034582
	4.310495

	2010-11
	22.05046481
	6.627160853
	3.327287

	2011-12
	8.214591815
	4.302055071
	1.90946

	2012-13
	10.24119496
	16.86745527
	0.607157

	2013-14
	10.76317754
	14.29965077
	0.752688

	2014-15
	8.696202981
	10.91138062
	0.796985

	2015-16
	5.594405594
	10.59252275
	0.528147
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    Table 9 reveals that corporate tax has shown high degree of responsiveness during the study period. Buoyancy coefficient of income tax increased from 0.65 in 1998-99 to 4.13 in 2009-10. It was greater than 1 or near one (Above 0.75) during the study period.  We conclude that corporate tax is a buoyant tax.  

Perception of Tax Professionals Regarding CORPORATE Tax system in India

Tax professionals play an important role in the implementation of income tax law of the country. They help the taxpayers in efficient management of tax affairs and discharging their tax obligations. They are well aware of the weaknesses of tax law, tax administration and problems faced by taxpayers. So, they can be helpful in understanding the various aspects of income tax system. An attempt has been made to examine the perception of tax professionals regarding Corporate tax system in India. 

Profile of Respondents:  

The general profile of 250 respondents (Practicing Chartered Accountants) is presented below. The basic attributes of the respondents studied are age, work experience, gender, location and annual income. 

  
Location/Age-wise Distribution

Location-wise 50 respondents each have been selected from five locations .Age-wise respondents surveyed have been divided into four age groups viz. ‘Below 30 years’, ‘30 but below 45 years’, ‘45 but below 60 years’ and ‘60 or above 60 years’. Table 10 depicts age-wise / location-wise distribution of the respondents.
Table 10: Location-wise /Age-wise Distribution of Respondents

	Age Groups
	Locations
	Total

	
	L1
	L2
	L3
	L4
	L5
	

	Below 30 
	12
	8
	11
	7
	3
	41

	years
	(24)
	(16)
	(22)
	(14)
	(6)
	(16.4)

	30 but below
	30
	37
	28
	29
	20
	144

	45 years
	(60)
	(74)
	(56)
	(58)
	(40)
	(57.6)

	45 but below
	8
	5
	11
	10
	25
	59

	60 years
	(16)
	(10)
	(22)
	(20)
	(50)
	(23.6)

	60 or above 
	0
	0
	0
	4
	2
	6

	60 years
	(0)
	(0)
	(0)
	(8)
	(4)
	(2.4)

	N
	50
	50
	50
	50
	50
	250

	
	(100)
	(100)
	(100)
	(100)
	(100)
	(100)


Note: 
1.   N in this table and all the tables to follow represents total number of respondents.

2. Figures in parentheses in this table and all the tables to follow represent percentages while   figures without parentheses represent simple frequencies.

The Table reveals that 57.6 per cent of the respondents belong to age group ‘30 but below 45 years’. It is followed by age groups ‘45 but below 60 years’ (23.6%), ‘Below 30 years’ (16.4%) and ‘60 or above 60 years’ (2.4%). Location-wise, majority of the respondents from all the locations except L5 belong to the age group ‘30 but below 45 years’. In case of location L5 majority of the respondents (50%) belong to age group ‘45 but below 60 years’. 

 
Experience- wise / Location-wise Distribution 

Table 11 shows experience-wise/location-wise distribution of the respondents. Experience-wise respondents surveyed have been divided into four groups, viz. ‘Below 5 years’, ‘5 but below 10 years’, ‘10 but below 20 years’ and ‘20 or above 20 years’.

Table 11: Experience-wise/Location-wise Distribution of  Respondents
	Experience
	Locations
	Total

	
	L1
	L2
	L3
	L4
	L5
	

	Below 5 years
	14
	6
	13
	8
	2
	43

	
	(28)
	(12)
	(26)
	(16)
	(4)
	(17.2)

	5 but below 10  
	24
	23
	17
	10
	8
	82

	years
	(48)
	(46)
	(34)
	(20)
	(16)
	(32.8)

	10 but below 20 
	10
	19
	18
	27
	24
	98

	years
	(20)
	(38)
	(36)
	(54)
	(48)
	(39.2)

	20 or above  20 
	2
	2
	2
	5
	16
	27

	years
	(4)
	(4)
	(4)
	(10)
	(32)
	(10.8)



Gender-wise/ Location-wise Distribution 

Table 12: Gender -wise/ Location-wise Distribution of Respondents
	Gender
	Locations
	Total

	
	L1
	L2
	L3
	L4
	L5
	

	Male
	42
	44
	46
	45
	48
	225

	
	(84)
	(88)
	(92)
	(90)
	(96)
	(90)

	Female
	8
	6
	4
	5
	2
	25

	
	(16)
	(12)
	(8)
	(10)
	(4)
	(10)

	N
	50
	50
	50
	50
	50
	250

	
	(100)
	(100)
	(100)
	(100)
	(100)
	(100)


Table 12 indicates that majority of the respondents (90%) are male. Location-wise, the trend remains the same in all the locations. However, the proportion of female respondents is comparatively higher in case of location L1 (16%). 


Income-wise/ Location-wise Distribution 

Income-wise respondents have been divided into four groups on the basis of their annual income viz. ‘Below Rs. 200000’, ‘200000 but below Rs.500000’, ‘500000 but below Rs. 1000000’ and  ‘1000000 or above Rs. 1000000’. 
 Table 13: Income-wise/ Location-wise Distribution of Respondents
	Income
	Locations
	Total

	
	L1
	L2
	L3
	L4
	L5
	

	Below Rs.200000
	6
	4
	8
	2
	2
	22

	
	(12)
	(8)
	(16)
	(4)
	(4)
	(8.8)

	200000 but below
	29
	35
	26
	28
	23
	141

	Rs.500000
	(58)
	(70)
	(52)
	(56)
	(46)
	(56.4)

	500000 but below
	12
	11
	15
	16
	24
	78

	Rs. 1000000
	(24)
	(22)
	(30)
	(32)
	(48)
	(31.2)

	1000000 or above
	3
	0
	1
	4
	1
	9

	Rs. 1000000
	(6)
	(0)
	(2)
	(8)
	(2)
	(3.6)

	N
	50
	50
	50
	50
	50
	250


Table 13 exhibits that majority of the respondents (56.4%) belong to income group ‘200000 but below Rs.500000’ followed by income group ‘500000 but below Rs. 1000000’ (31.2%), ‘Below Rs. 200000’ (8.8%) and ‘1000000 or above Rs.1000000’ (3.6%). Location-wise, the table reveals that majority of the respondents from all the locations except L5 belong to income group ‘200000 but below Rs.500000’. In case of location L5, 48 per cent the respondents belong to income group ‘500000 but below Rs. 1000000’ and 46 per cent belong to income group ‘200000 but below Rs.500000’. 
 
Tax Rates for Different Persons 

Tax rate structure is the main component of tax policy of any country. It affects tax base and tax compliance to a large extent. It is believed that lower tax rates lead to higher compliance and vice versa. In our country there are different tax rates for different persons. So, an effort has been made to understand the opinion of tax professionals regarding reasonability of tax rates for Companies. The opinion has been obtained on a five point scale ranging from too high to too low. 

 Table 14: Opinion of tax professionals with regard to tax rates for companies

	Opinion
	Locations
	Total

	
	L1
	L2
	L3
	L4
	L5
	

	Too high
	37
	11
	15
	10
	5
	78

	
	(74)
	(22)
	(30)
	(20)
	(10)
	(31.2)

	High
	10
	22
	24
	25
	33
	114

	
	(20)
	(44)
	(48)
	(50)
	(66)
	(45.6)

	Reasonable
	3
	16
	9
	13
	12
	53

	
	(6)
	(32)
	(18)
	(26)
	(24)
	(21.2)

	Low
	0
	1
	2
	2
	0
	5

	
	(0)
	(2)
	(4)
	(4)
	(0)
	(2)

	N
	50
	50
	50
	50
	50
	250

	
	(100)
	(100)
	(100)
	(100)
	(100)
	(100)


Chi-Square value = 65.171, d. f. =12, Significant at 5 per cent level of significance level of significance reveals that significant opinion differences exist among the respondents from various locations with regard to reasonability of income tax rates for companies.


Tax Incentives

Tax incentives have been widely used all over the world as an instrument of fiscal policy for achievement of various purposes. In India, tax incentives are granted to various taxpayers for achieving various socio- economic objectives such as mobilisation of savings, promoting investment in priority sectors, maintaining regional balance, development of education, welfare of senior citizens etc. However, some experts have recommended the elimination of tax incentives from time to time on the ground that these lead to complication and inefficiency in the tax system. Therefore, the respondents were asked to express their opinion on a five point scale (ranging from strongly agree to strongly disagree) regarding complete phasing out of tax incentives. The responses have been shown in Table 15       

  Table 15 highlights that only 30 per cent of the respondents have agreed or strongly agreed with the opinion of phasing out of tax incentives completely. However, 56.8 per cent of the respondents have disagreed or strongly disagreed with it and 13.2 per cent have been indifferent.  Location wise wise analysis reveals that majority of the respondents from locations L1 (80%), L5 (60%), L2 & L3 (54% each) have disagreed that tax
Table 15: Opinion of tax professionals regarding Phasing out of tax incentives
	Opinion
	Locations
	Total

	
	L1
	L2
	L3
	L4
	L5
	

	Strongly agree
	0
	6
	3
	5
	3
	17

	
	(0)
	(12)
	(6)
	(10)
	(6)
	(6.8)

	Agree
	7
	9
	10
	21
	11
	58

	
	(14)
	(18)
	(20)
	(42)
	(22)
	(23.2)

	Neither agree nor 
	3
	8
	10
	6
	6
	33

	disagree
	(6)
	(16)
	(20)
	(12)
	(12)
	(13.2)

	Disagree
	40
	21
	26
	18
	30
	135

	
	(80)
	(42)
	(52)
	(36)
	(60)
	(54)

	Strongly disagree
	0
	6
	1
	0
	0
	7

	
	(0)
	(12)
	(2)
	(0)
	(0)
	(2.8)

	N
	50
	50
	50
	50
	50
	250

	
	(100)
	(100)
	(100)
	(100)
	(100)
	(100)


   Chi-Square value = 51.024, d. f. =16, Significant at 5 per cent level of significance

wise analysis reveals that majority of the respondents from locations L1 (80%), L5 (60%), L2 & L3 (54% each) have disagreed or strongly disagreed with this opinion. However, in case of location L4 majority of the respondents i.e. 52 per cent have agreed or strongly agreed with this opinion. Further, Chi-square test at 5 per cent level of significance reveals that significant opinion differences exist among the respondents from various locations with regard to complete phasing out of tax incentives.

 
Reasons for phasing out tax incentives

75 respondents who agreed or strongly agreed with the opinion that tax incentives should be phased out were further requested to identify the possible reasons for the same. Their responses have been consolidated in Table 16 
           Table 16 reveals that majority of the respondents have favoured phasing out tax incentives as these incentives open loopholes for tax avoidance
Table 16

Perception of tax professionals regarding reasons for phasing out tax incentives

	Reasons
	Locations
	Total

	
	L1
	L2
	L3
	L4
	L5
	

	Open loopholes for tax 
	7
	11
	11
	18
	10
	57

	Avoidance
	(100)
	(73)
	(85)
	(69)
	(71)
	(76)

	Distort investment choice
	3
	9
	7
	17
	8
	44

	
	(43)
	(60)
	(54)
	(65)
	(57)
	(59)

	Increase administrative 
	5
	8
	9
	8
	5
	35

	Burden
	(71)
	(53)
	(69)
	(31)
	(36)
	(47)

	High tax exemption limit 
	2
	10
	6
	14
	8
	40

	
	(29)
	(67)
	(46)
	(54)
	(57)
	(53)

	Distort principle of equity
	3
	4
	4
	11
	7
	29

	
	(43)
	(27)
	(31)
	(42)
	(50)
	(39)

	Growth of one sector may
	3
	6
	8
	12
	13
	42

	be at the cost of another
	(43)
	(40)
	(62)
	(46)
	(93)
	(56)

	Make law complicated
	3
	8
	7
	11
	7
	36

	
	(43)
	(53)
	(54)
	(42)
	(50)
	(48)

	Create corruption
	3
	8
	5
	15
	2
	33

	
	(43)
	(53)
	(38)
	(58)
	(14)
	(44)

	Complicate procedure
	1
	5
	3
	5
	4
	18

	
	(14)
	(33)
	(23)
	(19)
	(29)
	(24)

	Increase litigation
	3
	4
	4
	9
	5
	25

	
	(43)
	(27)
	(31)
	(35)
	(36)
	(33)

	Reduce tax base
	5
	10
	7
	17
	9
	48

	
	(71)
	(67)
	(54)
	(65)
	(64)
	(64)

	N
	7
	15
	13
	26
	14
	75


Note: Percentages are more than 100 because of multiple choices.

 (76%), reduce tax base (64%), distort investment choice (59%) and affect the growth of other sectors negatively (56%). They also viewed that prevailing high tax exemption limit (53%) is important ground for phasing out tax incentives. Further, a large number of the respondents have pointed out that incentives make law complicated (48%), increase tax administration burden (47%), create corruption (44%), distort equity principle (39%) and complicate procedure (24%). Location-wise analysis reveals that majority of the respondents irrespective of their locations opined that incentives open loopholes for tax avoidance and reduce tax base. Further, majority of the respondents from all the locations except L1 have viewed incentives distort investment choice. The respondents from locations L1  (71%), L3 (69 %) and L2 (53%) were against tax incentives due to their opinion that incentives lead to additional tax administrative burden. In addition to these, the respondents from locations L2 (67%), L5 (57%) and L4 (54%) have viewed that incentives should be phased out as prevailing tax exemption limit is high. Further, the respondents from locations L3 (54%), L2 (53%) and L5 (50%) viewed that incentives make law complicated. The respondents from locations L5 (93%) and L3 (62%) have opined that incentives affect the growth of other sectors negatively and the respondents from locations L4 (58%) and L2 (53%) viewed that incentives create corruption in the tax system, so these should be phased out. It can also be noted that a small number of respondents from all the locations have pointed out that incentives complicate procedure and increase litigation.

Tax Evasion 

Tax evasion refers to the efforts by an assessee to evade taxes by illegal means. This entails dishonest tax reporting and hiding of income. It generates black money and results in loss of Government revenue. It is not only detrimental to the economic progress of the country but also harmful for the society at large. With a view to understand the perception of tax professional on this issue, the respondents were asked to express their view on a five point scale (ranging from strongly agree to strongly disagree) with regard to the statement ‘Tax evasion is very high in India’. Their responses have been presented in Table 17
Table 17

Opinions of tax professionals regarding Tax evasion in India 

	Opinion
	Locations
	Total

	
	L1
	L2
	L3
	L4
	L5
	

	Strongly agree
	12
	21
	20
	15
	15
	83

	
	(24)
	(42)
	(40)
	(30)
	(30)
	(33.2)

	Agree
	36
	28
	26
	35
	29
	154

	
	(72)
	(56)
	(52)
	(70)
	(58)
	(61.6)

	Neither agree nor disagree
	0
	1
	3
	0
	2
	6

	
	(0)
	(2)
	(6)
	(0)
	(4)
	(2.4)

	Disagree
	2
	0
	1
	0
	4
	7

	
	(4)
	(0)
	(2)
	(0)
	(8)
	(2.8)

	N
	50
	50
	50
	50
	50
	250

	
	(100)
	(100)
	(100)
	(100)
	(100)
	(100)


Chi-Square value =19.6, d. f. =12, Not significant at 5 per cent level of significance

Table 17 reveals that vast majority of the respondents (94.8%) have agreed or strongly agreed with the statement ‘Tax evasion is very high in India’. It is followed by the respondents who have disagreed with this statement (2.8%) and have neither agreed nor disagreed (2.4%). None of the respondents have strongly disagreed with this statement. Location-wise analysis shows that majority of the respondents from all the locations viz. L4 (100%), L2 (98%), L1 (96%), L3 (92%) and L5 (88%) have agreed or strongly agreed with this statement. Further, Chi-square test at 5 per cent level of significance reveals that no significant opinion differences exist among the respondents from various locations with regard to tax evasion in India.   


Reasons for tax evasion in India 

237 respondents who have agreed or strongly agreed with the statement ‘Tax evasion is very high in India’ were further requested to identify the probable reasons for the same. Their responses have been presented in Table 7.15    

Table 7.15 shows that majority of the respondents have identified ‘Multiple taxes’ (73.8%), ‘High tax rates’ (66.2%), ‘If caught it could be managed’ (64.1%), ‘Social acceptance of tax evasion’(53.6%), 'Low probability of detection’(48.9%), ‘Inefficiency in income tax department’ (43.9%) and ‘Low tax morality’ (42.6%) as main reasons responsible for tax evasion in India. The reasons which have been given less weightage are ‘Ineffective penalty & prosecution provisions’ (23.2%) and ‘Taxpayers` perception  that  Government does not spend tax revenue prudently’ (32.5%).
Table 18

Perception of respondents regarding reasons for tax evasion in India

	Reasons
	Locations
	Total

	
	L1
	L2
	L3
	L4
	L5
	

	High tax rates 
	38
	30
	25
	30
	34
	157

	
	(79.2)
	(61.2)
	(54.3)
	(60.0)
	(77.3)
	(66.2)

	If caught it could be managed
	31
	30
	26
	30
	35
	152

	
	(64.6)
	(61.2)
	(56.5)
	(60.0)
	(79.5)
	(64.1)

	Social acceptance of tax evasion
	30
	23
	31
	19
	24
	127

	
	(62.5)
	(46.9)
	(67.4)
	(38.0)
	(54.5)
	(53.6)

	Ineffective penalty & prosecution  Provisions

	12
	10
	12
	10
	11
	55

	
	(25.0)
	(20.4)
	(26.1)
	(20.0)
	(25.0)
	(23.2)

	Inefficiency in Income tax department
	20
	17
	19
	26
	22
	104

	
	(41.7)
	(34.7)
	(41.3)
	(52.0)
	(50.0)
	(43.9)

	Taxpayers’ perception that Government does not spend tax revenue prudently
	9
	18
	20
	14
	16
	77

	
	(18.7)
	(36.7)
	(43.5)
	(28.0)
	(36.4)
	(32.5)

	Low probability of 
	26
	25
	23
	22
	20
	116

	detection
	(54.2)
	(51.0)
	(50.0)
	(44.0)
	(45.4)
	(48.9)

	Low tax morality
	23
	16
	25
	21
	16
	101

	
	(47.9)
	(32.6)
	(54.3)
	(42.0)
	(36.4)
	(42.6)

	Multiple taxes
	42
	33
	29
	36
	35
	175

	
	(87.5)
	(67.3)
	(63.0)
	(72.0)
	(79.5)
	(73.8)

	N
	48
	49
	46
	50
	44
	237


Note:  Percentages are more than 100 because of multiple choices.

      Location-wise analysis reveals that majority of the respondents irrespective of their locations have identified three basic reasons i.e. ‘Multiple taxes’, ‘If caught it could be managed’ and ‘High tax rates’ responsible for tax evasion. Besides these, other important reason has been ‘Social acceptance of tax evasion’ as it has been pointed out by majority of the respondents from locations L3 (67.4%), L1 (62.5%) and L5 (54.5%). It can also be observed that the respondents from locations L1 (54.2%), L2 (51.0%) and L3 (50.0%) have identified ‘Low probability of detection’ as one of the reasons for tax evasion. ‘Inefficiency in income tax department’ has been identified as important reason only in two locations L4 (52.0%) and L5 (50.0%). ‘Low tax morality’ has been held as important cause of tax evasion only in one location L3 (54.3%). ‘Taxpayers’ perception that Government does not spend tax revenue prudently’ and ‘Ineffective penalty & prosecution provisions’ have been considered important reasons for tax evasion only by few respondents in all the locations. 


Corruption 

Corruption and taxation have always been associated in the history of mankind. It is the biggest hindrance in the way of proper implementation of law. It erodes the confidence of public in tax system. In order to verify the common perception held by the public, the respondents were asked to comment on the statement 'Corruption is prevalent in the income tax system' on a five point scale (ranging from strongly agree to strongly disagree). The responses obtained have been presented in Table 19     

Table 19

Opinion of respondents regarding PREVALENT CORRUPTION in the income tax system

	Opinion
	Locations
	Total

	
	L1
	L2
	L3
	L4
	L5
	

	Strongly agree
	5
	20
	10
	21
	12
	68

	
	(10)
	(40)
	(20)
	(42)
	(24)
	(27.2)

	Agree
	32
	28
	38
	26
	33
	157

	
	(64)
	(56)
	(76)
	(52)
	(66)
	(62.8)

	Neither agree nor disagree
	2
	2
	1
	3
	5
	13

	
	(4)
	(4)
	(2)
	(6)
	(10)
	(5.2)

	Disagree
	11
	0
	1
	0
	0
	12

	
	(22)
	(0)
	(2)
	(0)
	(0)
	(4.8)

	N
	50
	50
	50
	50
	50
	250

	
	(100)
	(100)
	(100)
	(100)
	(100)
	(100)


Chi-Square value = 58.767, d. f. =12, Significant at 5 per cent level of significance

Table 7.16 reveals that 90 per cent of the respondents have agreed or strongly agreed with the statement 'Corruption is prevalent in the income tax system'. Only 4.8 per cent have disagreed with this. However, 5.2 per cent have neither agreed nor disagreed with the given statement. None of the respondents have strongly disagreed with this statement. Location-wise analysis indicates that a major proportion of the respondents irrespective of their locations i.e. L2 & L3 (96% each), L4 (94%), L5 (90%) and L1 (74%) have agreed or strongly agreed with the given statement. None of the respondents from locations L2, L4 and L5 have disagreed with the statement. Surprisingly, 22 per cent of the respondents from location L1 and 2 per cent from L3 have disagreed with this statement. Further, Chi-square test at 5 per cent level of significance reveals that significant opinion differences exist among the respondents from various locations with regard to corruption in the income tax system.

Reasons for Corruption

225 respondents, who believed (have agreed or strongly agreed with the opinion) that corruption is prevalent in the income tax system, were further requested to point out various reasons for corruption. Their responses have been presented in Table 20 
Table 20 shows that majority of the respondents (76.9%) have specified 'Excessive discretionary powers available with income tax authorities' as the most significant reason for corruption. It is followed by the reasons such as ‘Lot of harassment to taxpayers' (61.7%), 'Lack of integrity on the part of tax officials' (60.9%), 'Lack of awareness regarding rights available with tax payers' (55.1%) and ‘Time consuming and costly judicial process’ (52.4%). A very low percentage of the respondents feel 

TABLE 20

Reasons listed by the respondents for corruption

	Reasons
	Locations
	Total

	
	L1
	L2
	L3
	L4
	L5
	

	Excessive discretionary powers available with income tax authorities
	27

(72.9)
	35

(72.9)
	39

(81.3)
	39

(82.9)
	33

(73.3)
	173

(76.9)

	Lack of integrity on the part of income tax officials
	28

(75.7)
	20

(41.7)
	30

(62.5)
	36

(76.6)
	23

(51.1)
	137

(60.9)

	Complicated documentation   
	5
	11
	15
	17
	7
	55

	
	(13.5)
	(22.9)
	(31.3)
	(36.2)
	(15.6)
	(24.4)

	Lot of harassment  to taxpayers
	27
	34
	24
	29
	25
	139

	
	(72.9)
	(71.8)
	(50.0)
	(61.7)
	(55.6)
	(61.7)

	Time consuming & costly judicial process
	20
	26
	26
	15
	31
	118

	
	(54.0)
	(54.16)
	(54.2)
	(31.9)
	(68.9)
	(52.4)

	Lack of awareness among taxpayers regarding rights available
	27

(72.9)
	20

(41.7)
	31

(64.5)
	25

(53.2)
	21

(46.7)
	124

(55.1)

	Low pay of income tax employees 
	1

(2.7)
	4

(8.3)
	7

(14.6)
	3

(6.4)
	6

(13.3)
	21

(9.3)

	N
	37
	48
	48
	47
	45
	225


Note:  Percentages are more than 100 because of multiple choices.

that 'Complicated documentation' (24.4%) and 'Low pay of income tax employees' (9.3%) have been responsible for it. Location-wise analysis reveals that majority of the respondents irrespective of their locations have pointed out that ‘Excessive  discretionary powers available with income tax authorities’ and ‘Lot of harassment to taxpayers’ have been the significant reasons responsible for corruption . ‘Lack of integrity on the part of income tax officials’ has also been considered a significant cause by the respondents from all the locations except location L2. Even, ‘Time consuming & costly judicial process’ has been indicated as a significant reason for corruption by the respondents from all the locations except location L4. Further, the respondents from locations L1 (72.9%), L3 (64.5%) and L4 (53.2%) have identified ‘Lack of awareness regarding rights available with taxpayers’ as a reason for corruption. Further, the reasons ‘Complicated documentation’ and ‘Low pay of income tax employees’ have been considered important reasons for corruption only by few respondents irrespective of their locations.
Tax Compliance 

The effectiveness of any law can be measured from its compliance.  Surprisingly, 95 per cent of the respondents have pointed out that tax evasion is very high in India. Further, 90 per cent of the respondents have pointed out that corruption is prevalent in the Indian tax system (see Table 7.16). Both of these problems result in low tax compliance. Thus, there seems to be an urgent need to curb tax evasion & corruption in income tax system and increase tax compliance. Hence, the respondents were asked to suggest measures for improvement in tax compliance. The responses obtained have been exhibited in Table 21 

Table 21

Measures suggested by respondents for improving tax compliance

	Measures
	Locations
	Total

	
	L1
	L2
	L3
	L4
	L5
	

	 Reduction in tax rates 
	39
	38
	39
	33
	43
	192

	
	(78)
	(76)
	(78)
	(66)
	(86)
	(77)

	Simplification of tax law
	39
	31
	37
	34
	29
	170

	
	(78)
	(62)
	(74)
	(68)
	(58)
	(68)

	Increase in publicity 
	33
	18
	23
	20
	12
	106

	
	(66)
	(36)
	(46)
	(40)
	(24)
	(42)

	Extensive use of TDS system
	42

(84)
	31

(62)
	40

(80)
	30

(60)
	30

(60)
	173

(69)

	Implementation of voluntary disclosure scheme 
	13

(26)
	14

(28)
	20

(40)
	17

(34)
	19

(38)
	83

(33)

	Widening of Annual Information Return network
	15

(30)
	22

(44)
	15

(30)
	19

(38)
	19

(38)
	90

(36)

	Proper processing & use of information available under AIR network
	27

(54)
	23

(46)
	34

(68)
	25

(50)
	34

(68)
	143

(57)

	Intensive use of coercive recovery 
	6
	2
	6
	6
	4
	24

	
	(12)
	(4)
	(12)
	(12)
	(8)
	(10)

	N
	50
	50
	50
	50
	50
	250


Note: Percentages are more than 100 because of multiple choices.

 Table 21 shows that majority of the respondents (77%) have recommended ‘Reduction in tax rates’ for improving tax compliance. In addition to this, they have also recommended ‘Extensive use of TDS system’ (69%), ‘Simplification of tax laws’ (68%) and ‘Proper processing & use of information available under the Annual Information Return’ (57%). The moderate proportion of the respondents has also suggested 'Increase in publicity' (42%), ‘Widening of Annual Information Return network’ (36%) and ‘Implementation of voluntary disclosure scheme’ (33%). However, a very low percentage of the respondents (10%) have suggested ‘Intensive use of coercive recovery’ in this regard. Further, location-wise analysis indicates that majority of the respondents irrespective of their locations have emphasised on three measures i.e. ‘Reduction in tax rates’, ‘Simplifications of tax law’ and ‘Extensive use of TDS system’ for improving tax compliance. Moreover, comparatively large number of respondents from locations L5 (86%) and L1 (84%) have suggested for ‘Reduction in tax rates’ and ‘Extensive use of TDS’ respectively. Further, majority of the respondents from locations L3 and L5 (68% each) have suggested ‘Proper processing & use of information available under the Annual Information Return’ in this respect. Similarly, 66 per cent of the respondents from location L1 have also suggested ‘Increase in publicity’ while, a small number of respondents from all the locations has suggested ‘Implementation of voluntary disclosure scheme’ and ‘Widening of Annual Information Return network’ in this regard. Only few respondents from all the locations have recommended ‘Intensive use of coercive recovery’ as a measure for improving tax compliance.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                          

SUMMARY, CONCLUSION AND SUGGESTIONS

Reforming taxation is an on going process, through which tax policy makers and tax administrators are continuously adapting their tax system to reflect changing economic, social and political circumstances. The present study examines the Taxation of Income in India during post liberalisation period and policy perspective in this regard.  It has analysed the growth of income tax revenue, performance of Income Tax Department and perception of tax professionals regarding Income Tax System in India.

With a view to have a proper understanding of the research topic important studies relating to personal income tax, capital gains taxation, agricultural taxation, efficiency of income tax administration etc. conducted in India have been reviewed. For evaluating growth of income tax revenue in India and performance of the income tax administration secondary data has been collected mainly from Finance Acts, Explanatory Memorandum on the Budget of the Central Government, Reports of the various committees/commissions, Indian Economic Survey, Income Tax Act 1961, Income Tax Rules 1962, various announcements, circulars and notifications of Central Board of Direct Taxes, Budget speeches of  Finance Ministers,  Reports of Comptroller and Auditor General of India on Direct Taxes for the period 1997-98 to 2017-18. For studying the perception of tax professionals regarding Income Tax System, data has been collected from tax professionals i.e. Chartered Accountants practicing in Punjab and Chandigarh (U.T.).  For this purpose, a sample of 250 respondents has been taken by selecting 50 respondents each from selected four districts of Punjab and 50 respondents from Chandigarh. 

For analysis, secondary data has been classified into personal income tax & corporate tax and primary data has been classified location-wise viz. Chandigarh (L1), Patiala (L2), Ludhiana (L3), Jalandhar (L4) and Amritsar (L5). The major findings of the study are summarised as below:

·   In order to encourage the employers to generate more employment opportunities, a new Sec. 80JJAA has been introduced with effect from A.Y. 1999-2000. According to which,  Indian manufacturing company is allowed a special deduction of 30 per cent of ‘additional wages’ paid to ‘new regular workmen’ employed during the relevant previous year. This deduction is over and above the expenditure on wages or salary, which is allowed as business expenditure of a company.
·  Small businesses (gross turnover up to Rs. 40 lakh) can avail presumptive taxation scheme by estimating income at 8 per cent of turnover. Further, Finance Act, 2010 increased the threshold limit for presumptive taxation from Rs. 40 lakh to Rs. 60 lakh. Government has also introduced one-page Saral return form for individual taxpayers having income from salary, house property and other sources.
· The corporate tax rate for domestic companies and foreign companies has been reduced to 30 per cent and 40 per cent since A.Y.  2006-07 and A.Y. 2003-04 respectively. Further, It has been reduced to 29% (turnover less than 5 crores)  in A.Y. 2017-18  and 25% (turnover less than 50 crores) in A Y 2018-19. 

·    Some major changes have been introduced in the provision relating to depreciation during the study period. With effect from A.Y. 1999-2000 an important amendment was made to provide depreciation on intangible assets also (acquired on or after 1.4.1998). It has been made mandatory to claim depreciation under Sec. 32 since A.Y. 2002-03. Further, the Finance Act 2002 has allowed carried forward of depreciation for indefinite period to be set off against any income by abolishing the time limit of 8 assessment years.

· An assessee can claim full deduction for revenue expenditure and capital expenditure (except land) incurred by him in relation to scientific research related to his business. Further, Finance Act 1999 introduced a weighted deduction of 125 per cent of any sum paid to any university, college or an institution or scientific research association for the purpose of scientific, social or statistical research. With a view to give further boost to research and development activities, a company engaged in the business of manufacture of any drugs, pharmaceuticals, electronic equipment, computers, chemicals etc. has been allowed  a deduction of 150 per cent of the expenditure incurred with regard to in house research and development facility. The Finance Act 2010 has further enhanced the aforesaid weighted deductions of 125 per cent and 150 per cent to 175 per cent and 200 per cent, respectively (w.e.f. April 1, 2010).

· Finance Act 2009 has introduced investment linked tax incentives according to which, 100 per cent of the capital expenditure incurred wholly and exclusively for setting up and operating cold chain facility, warehousing facility and cross country natural gas or crude or petroleum pipeline network would be allowed as deduction from business income.

· The Government has provided certain tax incentives for strengthening capital market such as dividend received from domestic companies has been exempted in the hands of shareholders. Further, long term capital gain arising from transfer of equity shares or units in equity oriented mutual fund (chargeable to securities transaction tax) has been exempted. Moreover, short term capital gain in this case has been taxable at a lower rate i.e. 15 per cent w.e.f. A.Y. 2009-10. (10% from October 1, 2004 to A.Y. 2009-10)

· With a view to providing an impetus to start-ups and to facilitate their growth in the initial phase of their business, a deduction of 100% of the profits and gains derived by an eligible start-up from a business involving innovation development, deployment, or commercialisation of new products, processes, or services driven by technology or IP will be available. The benefit of 100% deduction of the profits derived from such business shall be available for a period of three consecutive years out of five years beginning from the year the start-up is incorporated.

· There is a structural shift in the composition of tax revenue of Central Government in favour of direct taxes from indirect taxes. The share of total direct taxes increased from 34.68 per cent in 1997-98 to 53.02 per cent in 2007-08, whereas the share of indirect taxes decreased from 65.32 per cent in 1997-98 to 46.98 per cent in 2007-08.

·    Total number of corporate assessees increased from 2.75 lakh in 1997-98 to 4.98 lakh in 2007-08 at an EGR of 4.85 per cent. However, assessees belonging to taxable income ‘above Rs.10 lakh’ increased at a higher rate i.e. from 0.25 lakh in 1997-98 to 0.59 lakh in 2007-08 by registering EGR of 10.06 per cent.

· Corporate tax revenue increased from Rs. 20016 crore in 1997-98 to 453000 crores in 2015-16. Corporate tax increased at a higher growth rate as compared to that of total tax revenue. Simple growth rates over the previous years for corporate tax fluctuated during the period under study. corporate tax registered lowest growth rate of 2.56  in 2001-02. Corporate tax showed highest growth rate of 42.50 per cent in 2006-07.
· Corporate tax assessees too have been growing steadily in the country every year, at a compounded annual growth rate of 3.28%. The average tax collected per corporate assessee has been increasing continuously year after year although the tax rates have kept falling.                                      

·   Direct taxes as a % of GDP has been growing and showing a continuous upward trend.  From less than 1% of GDP in 1990-91, it has been stabilising at 3.5% from 2012-13 to 2015-16. Corporate tax to GDP ratio remained higher as compared to personal income tax to GDP ratio throughout the study period. 

· Corporate tax has shown high degree of responsiveness during the study period. Buoyancy coefficient of income tax increased from 0.65 in 1998-99 to 4.13  in 2009-10. It was greater than 1  or near one (Above 0.75) during the study period.  we conclude that corporate tax is a buoyant tax. 

·   56.8 per cent of the respondents have disagreed or strongly disagreed with opinion of phasing out of tax incentives completely and 13.2 per cent have been indifferent. However, in case of location L4 majority of the respondents i.e. 52 per cent have agreed or strongly agreed with this opinion. The respondents (N=75) have favoured  phasing out of tax incentives completely as they opined that these incentives 'Open loopholes for tax avoidance' (76%), ‘Reduce tax base’ (64%), ‘Distort investment choice’ (59%), ‘Growth of one sector may be at the cost of another’ (56%), ‘High tax exemption limit’ (53%) as most important reasons for phasing out tax incentives.

· Majority of the respondents (94.8%) irrespective of their locations have agreed or strongly agreed with the statement ‘Tax evasion is very high in India’. Further, the respondents who have agreed that tax evasion is very high in India have identified ‘Multiple taxes’ (73.8%), ‘High tax rates’ (66.2%), ‘If caught it could be managed’ (64.1%), ‘Social acceptance of tax evasion’(53.6%), 'Low probability of detection’(48.9%), ‘Inefficiency in income tax department’(43.9%) and ‘Low tax morality’(42.6%)  as main reasons responsible for tax evasion in India.

· 90 per cent of the respondents believe that corruption is prevalent in the Indian Income Tax System. They have specified 'Excessive discretionary powers available with income tax authorities' (76.9%) as the most significant reason for corruption. It is followed by the reasons such as ‘Lot of harassment to tax payers' (61.7%), 'Lack of integrity on the part of tax officials' (60.9%), 'Lack of awareness regarding rights available with taxpayers' (55.1%) and ‘Time consuming and costly judicial process’ (52.4%).
· Majority of the respondents (77%) have recommended ‘Reduction in tax rates’ for improving tax compliance. In addition to this, they have also recommended ‘Extensive use of TDS system’ (69%), ‘Simplification of tax laws’ (68%) and ‘Proper processing and use of information available under the Annual Information Return’ (57%). The moderate proportion of the respondents has also suggested 'Increase in publicity' (42%), ‘Widening of Annual Information Return network’ (36%) and ‘Implementation of voluntary disclosure scheme’ (33%). 

Thus, the following basic conclusions emerge from the study:

· The Government has tried to achieve all round economic objectives by providing incentives for infrastructure development, balanced regional growth, scientific research and development, capital market and exemption of agricultural income.

· Widening of tax base has remained one of the main objectives of tax policy during the study period. The Government has adopted certain measures towards this direction. The main measures are introduction of mandatory Permanent Account Number, Annual Information Return, E-filing of income tax return, Online tax accounting system, Dividend distribution tax and widening the scope of TDS.

· Revenue from corporate tax increased during the study period. Tax to GDP ratio and buoyancy coefficient in case of corporate tax showed an upward trend. Further, the absolute number of personal assessees and corporate assessees increased but the rate of increase in number of personal assessees having more than 10 lakh income remained lower as compared to other categories. Moreover, the share of direct taxes as a percentage of total tax revenue of central Government increased, while the share of indirect taxes declined during the study period. This can be considered as a positive development on the assumption that direct taxes are more equitable in impact and pro-poor as compared to indirect taxes.

· Further, a vast majority of tax professionals opined that tax evasion and corruption are prevalent in the Indian Income Tax System. They pointed out that multiple taxes, high tax rates, manipulations on detection, social acceptance of tax evasion, low probability of detection and low tax morality are main reasons responsible for tax evasion.  Excessive discretionary powers available with income tax authorities, lack of awareness regarding rights available with tax payers and time consuming and costly judicial process have been identified as main reasons for corruption. A discussion with tax professionals revealed that refund claims pertaining to relatively smaller amounts are settled earlier by tax authorities as compared to refunds of large amounts and there is unreasonable delay in refunds. The respondents have identified high TDS rates and increase in number of returns as main reasons for delay in refunds.

· Tax evasion and corruption are widely prevailing in the Indian tax system, which are the biggest blocks in the way of proper implementation of law. Thus, there is a need to tackle tax evasion and corruption for improving tax compliance. Government should reduce number of taxes, rationalize tax rates, use TDS extensively, simplify tax laws, widen Annual Information Return network, increase publicity, create awareness among general public regarding tax morality, minimise discretionary powers available with income tax authorities and inculcate a sense of integrity among tax officials for achieving this objective. Income Tax Department should utilise information available under the Annual Information Return properly for detecting tax evaders.

·    A time honoured principle of taxation is stability. Stability in tax system enables taxpayers to plan their financial affairs keeping in view the expected tax liability. However in India, multiple changes are introduced by Finance Act every year. Thus, before the taxpayers understand and familiarize with the existing tax provisions and procedures a new set of more complicated tax provisions and procedures is notified. Hence, there is a need for long term tax policy and frequent amendments must be avoided in law.  Moreover, law should not be amended with retrospective effect as it leads to re-opening of assessments and litigation. 
· Taxpayers are the persons who are really affected by Income Tax System. Income tax administration should be taxpayer friendly and transparent. 
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Appendix 1

Questionnaire for tax practitioners 

      General Instructions:   

1.  Kindly tick the appropriate box that represents the answer of your choice.   

2.  If your answer to Q1 and Q4 is Yes only then proceed to Q2, Q3 and Q5 respectively.  

Profile of Respondent: 
Location of office...............................   

Number of years of practice: 0-5  SHAPE  \* MERGEFORMAT 


   5-10  SHAPE  \* MERGEFORMAT 


 10-15  SHAPE  \* MERGEFORMAT 


  15-20  SHAPE  \* MERGEFORMAT 


 above 20  SHAPE  \* MERGEFORMAT 



Age :                ........................ 

Gender:             ………….

Annual income    ……….

Q 1.    Income tax rates for companies: (Please Tick)

      Too high  SHAPE  \* MERGEFORMAT 


  High    SHAPE  \* MERGEFORMAT 


  Reasonable   SHAPE  \* MERGEFORMAT 



 Low   SHAPE  \* MERGEFORMAT 


  Too low   SHAPE  \* MERGEFORMAT 



Q 2.    Tax incentives should be phased out (Please Tick)

      Strongly agree   SHAPE  \* MERGEFORMAT 


  agree     SHAPE  \* MERGEFORMAT 


  neither agree nor disagree   SHAPE  \* MERGEFORMAT 



 disagree          SHAPE  \* MERGEFORMAT 


         strongly disagree   SHAPE  \* MERGEFORMAT 



Q 3. If agree then tick reasons:

· Open loopholes for tax  avoidance                ……..

· Distort investment choice                            ………
· Increase administrative burden                    ……….
· Distort principle of equity                            ………….

·    Growth of one sector at cost of others         ….………

·     Create corruption                                       ………….

· Complicate procedure                                 ………….

·   Increase litigation                                         ………….

·   Reduce tax base

Q 4.  Tax evasion exists among Corporate Assessees 
Strongly agree   SHAPE  \* MERGEFORMAT 


  agree     SHAPE  \* MERGEFORMAT 


  neither agree nor disagree   SHAPE  \* MERGEFORMAT 



 disagree   SHAPE  \* MERGEFORMAT 


  strongly disagree   SHAPE  \* MERGEFORMAT 



Q 5.    What according to you are the probable reasons for income tax evasion  
·   High income tax rates                               ……..            
·  Low probability of being detected            ……..

·  Low probability of being caught              ……….

·  If caught, could be managed                    ……… 
·  Deterioration of moral standards             ………..

·  Existence of illegal activities                    …………

·  Multiple taxes                                  
· Inefficiency in Income tax department/ administration 
· Ineffective penalty rates 
· Tax payer’s perception that government does not spend  tax prudently  
· Income tax compliance costs are high 
· Assessee has to wait for a long time to get refund 
· Inefficient collection systems by income tax department  
Q 6.  Corruption is prevalent in Indian Income tax system:

Strongly agree   SHAPE  \* MERGEFORMAT 


  agree     SHAPE  \* MERGEFORMAT 


  neither agree nor disagree   SHAPE  \* MERGEFORMAT 



 disagree   SHAPE  \* MERGEFORMAT 


  strongly disagree   SHAPE  \* MERGEFORMAT 



Q  7.    What according to you are the probable reasons for corruption:

·  Excessive discretionary powers available with income tax authorities  …     
· Lack of integrity on the part of income tax officials      ……                             
· Complicated documentation        …….                                                             
· Lot of harassment  to taxpayers  ……                                                        
· Time consuming & costly judicial process   ……..                                     
· Lack of awareness among taxpayers regarding rights available ……         
Q 8. Please tick measures for  improvement in tax compliance:

· Reduction in tax rates                          ………

· Simplification of tax law                      ……

· Increase in publicity                            ……..

· Extensive use of TDS system                      …..

· Implementation of voluntary disclosure scheme ….

· Proper use of information available under AIR  network  ........
·  Intensive use of coercive recovery                         ……….
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