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DESCRIPTION
The economy of India faced major policy changes after 
independence. Right after independence, it had innumerable 
problems and challenges on social and economic fronts. 
Economically as well as socially, India’s situation was miserable 
and a number of problems were being faced by the country. On 
that point of time, the state was not even expected to have an 
active part in economic and social development because of lack 
of funds. The government of any country whether developed, 
developing or under-developed needs revenues to have economic 
growth and development. It is the sound financial system of a 
country which helps in the fulfillment of the social and 
economic responsibilities.

India being a developing and second largest populated country 
in the world needs huge funds to transform the socio-economic 
conditions of the country. Taxation is very important means of 
revenue generation for igniting the engine of economic growth. 
The planning and implementing the tax structure depends on 
several factors such as, the available resources and the targeted 
figures which is to be bridged with the help of the fiscal design 
of the country. Income tax is the tax that is laid down by the 
government, on the income earned by the corporate and 
individuals, for financing its various operations. Apart from that, 
income tax also acts as a financial stabilizer that helps in equal 
distribution of wealth among the population of the country. In 
India, the income tax is paid as per the rules and provisions of 
Income Tax Act, 1961 by the assessee on the income so earned.

Different countries globally have their own income tax practices 
depending on the local economic conditions and consequent 
upon comparison some similarities/dissimilarities are also visible

such as, the tax rates pertaining to personal income tax around 
the world vary from 0 (United Arab Emirates, Kuwait, Qatar and 
Saudi Arabia, etc.) to 60 percent (Ivory Coast). But the Indian 
tax system lies in between the two limits where frequent changes 
are being made from time-to-time to cop up with the changing 
circumstances and the same thing applies on the systems of 
other countries as well. The taxation system which ensures 
higher take-home pay is considered as better by the taxpayers 
around the world. Based on favorable tax environment, Panama 
was adjudged as the Best country in the World.

CONCLUSION
Sir James Wilson introduced the concept of Income Tax in India 
in 1860 for the first time to mitigate the losses of the 
government. Numerous amendments were made in it before 
independence. It was changed drastically after the independence 
of the country by keeping in view the social and economic 
conditions of the people of India. The new Income Tax Act of 
India was framed and implemented with effect from 1st April, 
1962. Several amendments have been made in it till date as per 
the requirements of the GOI. The fundamental principle of 
Indian Taxation system is more taxes with high income 
generation. It is stated in the Indian constitution that the 
concerned authority. Income tax is one of the major sources of 
revenue generation for the government. The contribution made 
by income tax collection is higher in comparison to non-income 
tax collection in the common pool of the taxes of GOI. As 
stated above, the total income tax collection is raising year over 
year drawing the attention towards the one of the major sectors 
providing finance to the government.
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