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WhatisDirecttax?

Insimplewords,adirecttaxisataxthatyoudirectlypaytotheauthorityimposingthetax.For

instance,incometaxisimposedbythegovernment,andyoupayitdirectlytothegovernment.

Thesetaxescannotbetransferredtoanyotherentityorperson.Thereareseveralactswhich

governdirecttaxes.

InIndia,CBDT(CentralBoardofDirectTaxes)whichisgovernedbytheDepartmentofRevenue

isresponsiblefortheadministrationofdirecttaxes.Thedepartmentisalsoinvolvedinplanning

andprovidinginputstothegovernmentregardingtheimplementationofdirecttaxes.

CommonTypesofDirectTaxesinIndia

SomeofthemostcommontypesofdirecttaximplementedinIndiaareasfollows-

1.IncomeTax

ThemostcommontypeofdirecttaxinIndiaisincometax.Itisimposedontheincomeyou

earninafinancialyearbasedontheincometaxslabsoftheITdepartment.Thetaxispaidby

individualsaswellasbusinessesdirectlytotheITdepartment.Forindividualtaxpayers,there

arealsoseveraltaxdeductionsavailableundervarioussectionsoftheITAct.

2.SecuritiesTransactionTax

Ifyouareinvolvedinstocktrading,eachofyourtradealsohasasmallconstituentknownasthe

securitiestransactiontax.Irrespectiveofwhetheryoumademoneyonthetradeornot,youwill

havetopaythistax.Thebrokercollectsthistaxfrom youandpassesontothesecurities

exchange,whichthenpaysittothegovernment.

3.CapitalGainsTax

Everytimeyoumakecapitalgains,youwillberequiredtopaycapitalgainstax.Thiscapitalgain

couldcomefrom thesaleofapropertyorfrom investments.Basedonthecapitalgainsandthe

durationforwhichyouheldtheinvestment,youwillberequiredtopayeitherLTCG(Long-Term

CapitalGains)taxorSTCG(Short-Term CapitalGains)tax.



BenefitsofDirectTaxes

Therearesomekeybenefitsofdirecttaxessuchas-

CurbsInflation-Incaseifthereismonetaryinflation,thegovernmentcanincreasedirecttax

ratessothatthegoodsandservicesdemandcanbereduced.Asthedemandfalls,ithelpsin

condensinginflation.

Equitable-Directtaxesarealsoknowntobeequitableastheprogressionprincipleisatits

foundation.Peoplewithlowerincomepaylowertaxes,andpeoplewithhigherincomepay

highertaxes.

ReducesInequalities-Thehighertaxescollectedfrom therichareusedbythegovernmentto

launchnewerinitiativesforthepoor.Theinitiativesprovideincomesourcestopeoplewith

lowerincome,helpingthem improvetheirlivingstandards.

DisadvantagesofDirectTaxes

Directtaxesalsohavesomedrawbackssuchas

ConsideredaBurden-Astaxpayersarerequiredtopaydirecttaxeslikeincometaxinasingle

lumpsum everyyear,theyareconsideredaburden.Moreover,eventhedocumentationprocess

isgenerallycomplexandtime-consuming.

EvasionisPossible-Whilethegovernmenthasmadetaxevasionverydifficultnow,thereare

stillmanyfraudulentpracticesthroughwhichindividualsandbusinessescanavoidorpaylower

taxesthantheyshould.

RestrainsInvestments-Duetotheimpositionofdirecttaxeslikesecuritiestransactiontaxand

capitalgainstax,alotofpeopleavoidinvesting.So,inaway,directtaxesrestraininvestments.

By:EkataKumari

AssistantProfessor(Guestfaculty)

R.M.CSasaram,Rohtas

EmailI'd:bhardwajekata@gmail.com

Date:12/04/2021




