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 LEARNING OBJECTIVES 

The major source of revenue to the government is 

from Indirect Taxes. The Central Board of Excise & 

Customs (“CBEC”) is the apex regulatory body that 

supervises the levy and administration of indirect 

taxes in India. 

In the recent years, the Indian government has 

undertaken significant reforms under indirect taxation 

system. This includes the implementation of Goods 

and Service Tax.  For proper compliance of the 

indirect tax laws, Company Secretaries with their in-

depth knowledge and wide-range experience can 

offer their professional services to the industry. 

 

 

 

 

 

 

 
 
 
 
 
 

Central Board of Excise and Customs (CBEC) is a part of the Department of Revenue under Ministry of Finance, 

Government of India. The Board is the administrative authority for its subordinate organisations including Custom 

Houses, and the Central Revenue Control Laboratory. 
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INTRODUCTION 

Government requires funds for the purpose of carrying out its activities, which are mainly maintenance of law 

and order, defence, public policy etc.  These funds are generated through revenue, which comes from 

corporate tax, Income Tax, Customs duty, GST, other taxes etc.  Major portion of the revenue of the country 

comes from taxes. 

Taxes are classified as Direct Taxes and Indirect Taxes, Direct taxes are paid by taxpayer directly.  Whereas 

indirect taxes are paid by taxpayer indirectly i.e. he pays the same at the time of purchasing goods and 

commodities, paying for services etc.  Important indirect taxes are Customs, Goods and Service Tax “GST”.  

CONSTITUTIONAL PROVISIONS IN RELATION TO TAXATION 

The Constitution of India is the supreme law. All other laws emanate from the Constitution. Articles 245 to 

255 of the constitution provide for the distribution of taxation powers between the Union and the States. It 

may be recalled at this stage that India is having a quasi-federal Constitution in which the powers of 

legislation are shared between the Union and the States.  

 Union List: Parliament has exclusive power to make laws with respect to any of the matters 

enumerated in List I in the Seventh Schedule to the Constitution; this List is referred to usually as 

Union List.  

 State List: The legislature of every State has exclusive power to make laws for such State or any 

part thereof with respect to any of the matters enumerated in List II in the Seventh Schedule to the 

Constitution. This list is popularly called as State List. 

INDIRECT TAXES  

In this study, the following types of indirect taxes have been discussed: 

  

 1. Customs Law 

 2. Goods and Service Tax  

Let’s discuss in brief the history and developments taken place in above mentioned taxes: 

CUSTOMS LAW 

Customs duties date back to 18th century when the British East India Company virtually came to political 

power in India. The three Presidencies namely Bengal, Mumbai and Chennai had their own customs 

regulations. Until 1859, there was a uniform tariff, however, the tariff underwent important changes in 1867, 

1870, 1894, 1932, 1934 and 1939. After independence a major change was effected in 1975 when Customs 

Tariff was aligned with the Customs Cooperation Council Nomenclature (CCCN) which is the internationally 

accepted classification. In 1985, the Customs Cooperation Council developed a new system of nomenclature 

known as the harmonized commodity description and coding system. India also adopted this system by 

making an amendment to the Customs Tariff Act, 1975 and substituting a new Customs Tariff Schedule. As 

in the case of central excise, in the case of custom also, the levy is specified in the Customs Act, 1962 

whereas the detailed classification of goods is given in the Customs Tariff Act, 1975. 

Customs Act, 1962 and Custom Tariff Act, 1975 are the two major Acts governing the subject of Customs. 

These are supplemented by various set of Rules, Regulations Notifications ,circulars etc. 
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PROVISIONAL COLLECTION OF TAXES ACT, 1931 

Any duty imposed or increased in the budget will have immediate effect if the Finance Minister makes any 

declaration to that effect on the budget day in the parliament. But any decrease or reduction of duty will have 

effect only after the finance bill is passed, i.e. Finance Bill becomes Finance Act. 

Further, the declaration made under this Act expires on 75th day from the date of introduction of bill, if the bill 

is not passed by parliament.  If the increased duties are reduced / rejected by parliament while passing the 

finance bill, then the excess amount collected will be refunded. 

GOODS AND SERVICES TAX 

Despite the success of VAT, there are still certain shortcomings in the structure of VAT both at the Central 

and at the State level. The shortcoming in CENVAT of the Government of India lies inter-alia in several taxes 

which are in the nature of indirect tax on goods and services, such as luxury tax, entertainment tax, etc., and 

yet not subsumed in the VAT and thus keeping the benefits of comprehensive input tax and service tax set-

off out of reach for manufacturers/dealers.  

The Goods and Services Tax (GST) is a comprehensive destination based tax levy on manufacture, sale and 

consumption of goods and services at a national level which subsumed other indirect taxes such as octroi, 

Central Sales Tax, State-level sales tax, entry tax, stamp duty, telecom licence fees, turnover tax, tax on 

consumption or sale of electricity, taxes on transportation of goods and services, etc. thus avoiding multiple 

layers of taxation that currently exist in India. It has created a single, unified Indian market to make the 

economy stronger. The essence of GST is that the cascading effects of  both CENVAT and service tax is 

expected to be removed with set-off, and a continuous chain of set-off from the original producer’s point and 

service provider’s point upto the retailer’s level will be established. 

In this regard, the Constitution (One Hundred and Twenty-Second Amendment) Bill, 2014 was introduced in 

the Lok Sabha on December 19, 2014 by the Minister of Finance, Mr. Arun Jaitley. The Bill proposes to 

insert a new Article in the Constitution to give the Central and State governments the concurrent power to 

make laws on the taxation of goods and services. 

May, 2015: Constitution Amendment (122nd) Bill was passed by Lok Sabha on May 06, 2015.  

May, 2015: In Rajya Sabha, Bill was referred to a 21-member Select Committee of Rajya Sabha.  

July, 2015: Select Committee submitted its report to Rajya Sabha on July 22, 2015.  

June, 2016: On June 14, 2016, the Ministry of Finance released draft model law on GST in public domain for 

views and suggestion.   

August, 2016: On August 03, 2016, the Constitution (122ndAmendment) Bill, 2014 was passed by Rajya 

Sabha with certain amendments.  

August, 2016: The changes made by Rajya Sabha were unanimously passed by Lok Sabha, on August 08, 

2016.  

September, 2016: The Bill was adopted by majority of State Legislatures wherein approval of at least 50%of 

the State Assemblies was required 

September, 2016: Final assent of Hon’ble President of India was given on 8th September,2016 

April, 2017: Parliament passed the following four bills: 
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• Central Goods and Services Tax (CGST)Bill 

• Integrated Goods and Services Tax(IGST) Bill  

• Union Territory Goods and Services Tax (UTGST)Bill 

• Goods and Services Tax (Compensation to States) Bill 

April, 2017: President’s assent was given to four key legislations on Goods and Services tax. 

LESSON ROUND UP 

 Taxes are classified as Direct Taxes and Indirect Taxes, Direct taxes are paid by taxpayer directly from his 

income/wealth etc.  Whereas indirect taxes are paid by taxpayer indirectly i.e. he pays the same at the time 

of purchasing goods and commodities, paying for services etc.   

 The Constitution of India is the supreme law. All other laws emanate from the Constitution. Articles 245 to 

255 provide for the distribution of taxation powers between the Union and the States.  

 The levy of custom duty is specified in the Customs Act, 1962 whereas the detailed classification of goods 

is given in the Customs Tariff Act, 1975. 

 Goods and Service Tax “GST” implemented w.e.f. 1
st
 July, 2017 

SELF-TEST QUESTIONS 

(These are meant for recapitulation only.  Answers to these questions need not to be submitted for 

evaluation) 

 1. What are the essential principles of Taxation? 

 4. What is the importance of Indirect Taxes in the total tax revenues of the Government of India? 

 5. In what manner the duty of Customs and GST an important source of Indirect Tax? 

 6. What is Provisional Collection of Taxes Act, 1931? What is its significance in Indirect taxes? 

 

SUGGESTED READING: 

 (1) Constitution of India — Durga Das Basu 

 (3) Budget Documents — Govt. of India Publication 

 (4) Economic Survey — Govt. of India Publication. 
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