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Abstract: 

In India, the system of direct taxation as today is known has been in power in some 

structure even from antiquated occasions. Assortment of tax measures are alluded in both 

Manu Smriti and Arthasastra. The shrewd sage prompted that taxes ought to be identified 

with the salary and consumption of the subject. He, in any case, advised the ruler against 

over the top taxation; a lord should neither force high pace of tax nor excluded all from tax. 

As indicated by Manu Smriti, the lord ought to orchestrate the accumulation of taxes in 

such a way, that the tax payer did not feel the spot of covering regulatory obligations. He 

set out that merchants and craftsmans should pay 1/fifth of their benefits in silver and gold, 

while the agriculturists were to pay 1/sixth, 1/eighth and 1/tenth of their produce contingent 

on their conditions. Kautilya has additionally depicted in extraordinary detail the system of 

tax organization in the Mauryan Empire. It is exceptional that the present day tax system is 

from numerous points of view like the system of taxation in vogue around 2300 years 

back. Arthasastra referenced that each tax was explicit and there was no extension for 

mediation. Tax gatherers decided the calendar of every installment, and now is the right 

time, way and amount being all pre-decided. The land income was fixed at 1/6 portion of 

the produce and import and export obligations were resolved on advertisement valorem 

premise. The import obligations on remote products were generally 20% of their worth. 

Likewise, tolls, street cess, ship charges and different duties were altogether fixed. 
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Introduction: 

Tax is an obligatory task for each resident of the nation for the economy elevation. There 

are two sorts of tax in india for example immediate and roundabout. Taxation in India is 

established from the time of Manu Smriti and Arthasastra. Present Indian tax system 

depends on this antiquated tax system which depended on the hypothesis of most 

extreme social welfare.  

"It was distinctly for the benefit of his subjects that he gathered taxes from them, similarly 

as the Sun draws dampness from the Earth to give it back a thousand crease": (Kalidas in 

Raghuvansh lauding King Dalip)  

Kautilya likewise set out that during war or crises like starvation or floods, and so forth the 

taxation system ought to be made progressively stringent and the lord could likewise raise 

war credits. The land income could be raised from 1/sixth to 1/fourth during the crises. The 

individuals occupied with trade were to pay huge gifts to war endeavors.  

Kautilya's idea of taxation stressed value and equity in taxation. The prosperous needed to 

make good on higher government expenses when contrasted with poor people.  

In India, this tax was presented without precedent for 1860, by Sir James Wilson so as to 

meet the misfortunes supported by the Government by virtue of the Military Mutiny of 

1857. In 1918, another annual tax was passed and again it was supplanted by another 

new demonstration which was passed in 1922.This Act stayed in power up to the 

evaluation year 1961-62 with various changes.  

In conference with the Ministry of Law at long last the Income Tax Act, 1961 was passed. 

The Income Tax Act 1961 has been carried into power with 1 April 1962. It applies to the 

entire of India and Sikkim (counting Jammu and Kashmir).  

Since 1962 a few alterations of broad nature have been made in the Income Tax Act by 

the Union Budget each year.  

Focal Board of Revenue bifurcated and a different Board for Direct Taxes known as 

Central Board of Direct Taxes (CBDT) established under the Central Board of Revenue 

Act, 1963.  
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The real tax authorization in India is the Income Tax Act, 1961 gone by the Parliament, 

which forces a tax on the salary of people.  

Taxes in India are required by the Central Government and the state governments. Some 

minor taxes are likewise demanded by the nearby specialists, for example, the 

Municipality.  

The expert to impose a tax is gotten from the Constitution of India which distributes the 

ability to exact different taxes between the Central and the State. An important limitation 

on this power is Article 265 of the Constitution which expresses that "No tax will be 

exacted or gathered aside from by the expert of law". Therefore, each tax demanded or 

gathered must be supported by a going with law, passed either by the Parliament or the 

State Legislature. In 2015-2016, the gross tax gathering of the Center added up to 14.60 

trillion(US$210 billion).  

The Constitution of India → Schedule VII → Union List → Entry 82 has enabled to the 

Central Government to exact a tax on any salary other than horticultural pay, which is 

characterized in Section 10(1) of the Income Tax Act, 1961. The Income Tax Law 

comprises of Income Tax Act 1961, Income Tax Rules 1962, Notifications and Circulars 

issued by Central Board of Direct Taxes (CBDT), Annual Finance Acts and legal 

professions by the Supreme Court and High Courts.  

Administrative Aspects 

The administration forces a tax on taxable salary of all people who are people, Hindu 

Undivided Families (HUF's), organizations, firms, LLP, relationship of people, collection of 

people, neighborhood expert and some other counterfeit juridical individual. Toll of tax on 

an individual relies on his private status. The CBDT manages the Income Tax Department, 

which is a piece of the Department of Revenue under the Ministry of Finance, Govt. of 

India. Personal tax is a key wellspring of assets that the administration uses to finance its 

exercises and serve the general population.  

The Income Tax Department is the greatest income mobilizer for the Government. The 

absolute tax incomes of the Central Government expanded from 1,392.26 billion (US$20 

billion) in 1997-98 to 5,889.09 billion (US$85 billion) in 2007-08.  
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"It was uniquely for the benefit of his subjects that he gathered taxes from them, similarly 

as the Sun draws dampness from the Earth to give it back a thousand overlay" – - Kalidas 

in Raghuvansh praising King Dalip.  

It involves general conviction that taxes on salary and riches are of ongoing source yet 

there is sufficient proof to demonstrate that taxes on pay in some structure or the other 

were exacted even in crude and antiquated networks. The inception of "Tax" is from 

"Taxation" which means a gauge. These were demanded either on the deal and buy of 

product or animals and were gathered in an indiscriminate way now and again. Almost 

2000 years prior, there went out a pronouncement from Ceaser Augustus that all the world 

ought to be taxed. In Greece, Germany and Roman Empires, taxes were likewise exacted 

at some point based on turnover and now and then on occupations. For a long time, 

income from taxes went to the Monarch. In Northern England, taxes were exacted ashore 

and on moveable property, for example, the Saladin title in 1188. Later on, these were 

enhanced by presentation of survey taxes, and roundabout taxes known as "Antiquated 

Customs" which were obligations on fleece, cowhide and stows away. These tolls and 

taxes in different structures and on different items and callings were forced to address the 

issues of the Governments to meet their military and common consumption and not 

exclusively to guarantee security to the subjects yet additionally to meet the basic needs of 

the natives like support of streets, organization of equity and such different elements of the 

State.  

The educated writer K.B.Sarkar praises the system of taxation in old India in his book 

"Open Finance in Ancient India", (1978 Edition) as pursues:-  

"A large portion of the taxes of Ancient India were profoundly gainful. The admixture of 

direct taxes with roundabout Taxes verified versatility in the tax system, albeit more 

accentuation was laid on direct tax. The tax-structure was an expansive based one and 

secured the vast majority inside its overlay. The taxes were differed and the huge 

assortment of taxes mirrored the life of a huge and composit populace". 

Notwithstanding, it is Kautilya's Arthasastra, which manages the system of taxation in a 

genuine detailed and arranged way. This notable treatise on state specialties composed at 

some point in 300 B.C., when the Mauryan Empire was as its magnificent upwards move, 

is genuinely astonishing, for its profound investigation of the civilisation of that time and 

the recommendations given which should manage a lord in running the State in a most 
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proficient and productive way. A noteworthy segment of Arthasastra is committed by 

Kautilya to money related issues including monetary organization. As indicated by 

acclaimed statesman, the Mauryan system, so far as it connected to horticulture, was a 

kind of state landlordism and the accumulation of land income shaped an important 

wellspring of income to the State. The State not just gathered a piece of the farming 

produce which was typically one 6th yet in addition demanded water rates, octroi 

obligations, tolls and traditions obligations. Taxes were gathered on woodland produce just 

as from mining of metals and so on. Salt tax was an important wellspring of income and it 

was gathered at the spot of its extraction.  

Kautilya portrayed in detail, the exchange and business continued with remote nations and 

the dynamic enthusiasm of the Mauryan Empire to advance such exchange. Merchandise 

were imported from China, Ceylon and different nations and duty known as a vartanam 

was gathered on every outside product imported in the nation. There was another toll 

called Dvarodaya which was paid by the concerned businessperson for the import of 

remote products. Likewise, ship expenses of various types were required to expand the 

tax accumulation.  

Accumulation of Income-tax was efficient and it established a noteworthy piece of the 

income of the State. A major bit was gathered as personal tax from artists, performers, on-

screen characters and moving young ladies, and so forth. This taxation was not dynamic 

but rather relative to the fluctuating pay. An abundance Profits Tax was additionally 

gathered. General Sales-tax was additionally exacted on deals and the deal and the buy of 

structures was likewise subject to tax. Notwithstanding betting activities were concentrated 

and tax was gathered on these tasks. A tax called yatravetana was demanded on 

travelers. In spite of the fact that incomes were gathered from every single imaginable 

source, the hidden way of thinking was not to misuse or over-tax individuals but rather to 

give them just as to the State and the King, invulnerability from outside and inner threat. 

The incomes gathered as such were spent on social administrations, for example, laying 

of streets, setting up of instructive foundations, setting up of new towns and such different 

exercises gainful to the network.  

The motivation behind why Kautilya gave such a great amount of importance to open 

account and the taxation system in the Arthasastra isn't far to look for. As per him, the 

intensity of the legislature relied on the quality of its treasury. He states – "From the 

treasury, comes the intensity of the legislature, and the Earth whose adornment is the 

http://www.jetir.org/


© 2018 JETIR November 2018, Volume 5, Issue 11                               www.jetir.org (ISSN-2349-5162) 

JETIR1811B69 Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org 461 
 

 

treasury, is gained by methods for the Treasury and Army". In any case, he viewed income 

and taxes as the gaining of the sovereign for the administrations which were to be 

rendered by him to the individuals and to manage the cost of them security and to keep up 

lawfulness. Kautilya underscored that the King was just a trustee of the land and his 

obligation was to secure it and to make it increasingly profitable so land income could be 

gathered as a chief wellspring of salary for the State. As indicated by him, tax was not a 

mandatory commitment to be made by the subject to the State yet the relationship 

depended on Dharma and it was the King's hallowed obligation to secure its residents in 

perspective on the tax gathered and if the King flopped in his obligation, the subject 

reserved a privilege to quit making good on regulatory obligations, and even to request 

discount of the taxes paid.  

He put land incomes and taxes on business under the head of tax incomes. These were 

fixed taxes and included half yearly taxes like Bhadra, Padika, and Vasantika. Custom 

obligations and obligations on deals, taxes on exchange and callings and direct taxes 

involved the taxes on trade. The non-tax incomes comprised of produce of planted 

terrains, benefits accuring from the production of oil, sugarcane and refreshment by the 

State, and different exchanges carried on by the State. Wares used on marriage events, 

the articles required for conciliatory functions and exceptional sorts of endowments were 

excluded from taxation. A wide range of alcohol were liable to a toll of 5 precent. Tax 

dodgers and different guilty parties were fined to the tune of 600 panas.  

Kautilya likewise set out that during war or crises like starvation or floods, and so on the 

taxation system ought to be made increasingly stringent and the ruler could likewise raise 

war advances. The land income could be raised from 1/6th to 1/4th during the crises. The 

individuals occupied with business were to pay huge gifts to war endeavors. 

Taking a general view, it very well may be said unafraid of inconsistency that Kautilya's 

Arthasastra was the principal legitimate content on open account, organization and the 

monetary laws in this nation. His idea of tax income and the on-tax income was a novel 

commitment in the field of tax organization. It was he, who gave the tax incomes its due 

importance in the running of the State and its sweeping commitment to the success and 

steadiness of the Empire. It is genuinely a one of a kind treatise. It sets down in exact 

terms the specialty of state art including monetary and budgetary organization.  
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Conclusion: 

In India, the system of direct taxation as today is known, has been in power in some 

structure even from antiquated occasions. There are references both in Manu Smriti and 

Arthasastra to an assortment of tax measures. Manu, the antiquated sage and law-

provider expressed that the lord could require taxes, as indicated by Sastras. The shrewd 

sage exhorted that taxes ought to be identified with the pay and use of the subject. He, in 

any case, advised the lord against over the top taxation and expressed that the two 

boundaries ought to be maintained a strategic distance from to be specific either complete 

nonattendance of taxes or extreme taxation. As indicated by him, the lord ought to 

organize the gathering of taxes in such a way, that the subjects did not feel the touch of 

making good on government expenses. He set out that brokers and craftsmans should 

pay 1/fifth of their benefits in silver and gold, while the agriculturists were to pay 1/sixth, 

1/eighth and 1/tenth of their produce contingent on their conditions. The point by point 

examination given by Manu regarding the matter unmistakably demonstrates the presence 

of a well-arranged taxation system, even in antiquated occasions. Not just this, taxes were 

likewise demanded on different classes of individuals like entertainers, artists, vocalists 

and notwithstanding moving young ladies. Taxes were paid in the state of gold-coins, dairy 

cattle, grains, crude materials and furthermore by rendering individual administration. 
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