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Abstract:- The Indian Tax System's Evolution the System of Assignments the structure for the development of India's tax
system is provided by the constitution's distribution of tax authority. The majority of the mobile and broad-based tax bases
are allocated to the center. These include corporate tax, excise taxes on manufactured items, customs duties, and taxes on
non-agricultural income and wealth. The states have the authority to impose taxes on a variety of items, such as sales taxes,
alcohol excise taxes, taxes on motor vehicles, passengers, and products, stamp duty fees, registration fees for property
transfers, and taxes and duties on electricity. One of the primary sources of public funding in a developing nation like India
is taxation. Issues like tax evasion and ineffective administration have long plagued the Indian tax system. A system that is
less prone to error and makes decisions more quickly is always necessary for the administration of taxes. The Indian tax
system is beset by a shortage of labor to handle labor-intensive duties including data input, return inspection, tax audits,
etc. Artificial intelligence is crucial for the accurate and timely collection of these taxes. The research is made with a survey
which includes questions about Customers experience regarding Al tool and their functioning in banks, their attitude about
Al and their thought about Al related issues. Research relied on 50 samples.

Keywords: Indian Tax Systems, Tax Payers; Tax assessment; Tax Evasion

1. Introduction

India’s tax system is chaotic, disjointed, and uncontrolled due to historical causes. The people of India paid taxes to their
foreign masters in order to fund both their own wealth and the state’s opulent royal lifestyle. The main source of income for the
royal treasury was land revenue. Once upon a time, extra taxes were With indirect tax, the final consumer bears the ultimate cost
of payment while the seller retains the incidence of tax. Direct taxes include things like income taxes, capital gains taxes, gift taxes,
and so on; indirect taxes include things like customs duties, VAT, GST, and service taxes. While indirect taxes are reliant on each
person’s economic activity, direct taxes raise a share of the revenue of both individuals and corporations. imposed at random.
During Britain’s rule, there was no attempt to harmonize the tax system. The British provinces and the regional rulers had Very
different taxation schemes. There was absolutely no relationship at all between the tax code and economic growth, social welfare,
or justice. Following independence, every aspect of the Indian tax system was thoroughly reviewed, and every attempt was made
to guarantee that the system was just, equitable, and fiscally feasible in addition to producing enough revenue to sustain both
economic growth and government operations.

tax Act annually. Gift tax, security transaction tax, hotel receipt tax, and so forth. In this case, the assessor bears the impact
and incidence rather than the seller. The latter, however, is imposed on the exchange of products and services. With indirect tax,
the final consumer bears the ultimate cost of payment while the seller retains the incidence of tax. Direct taxes include things like
income taxes, capital gains taxes, gift taxes, and so on; indirect taxes include things like customs duties, VAT, GST, and service
taxes. While indirect taxes are reliant on each person's economic activity, direct taxes raise a share of the revenue of both individuals
and corporations.

Image: 01 various taxes in India and their jurisdiction

There are historical roots to the tax system as well. There has been a systematic tax system in India since the Mauryan
dynasty, when higher class citizens were required to contribute one-sixth of their income as tax. Mughals subjected non-Islamic
people to the terrible Jezia. Manu Smriti addresses taxes as well. The British instituted a tax in 1860 that is still in use today. Over
the last few years, the federal government and numerous state governments have implemented a number of policy reforms and
procedural simplifications aimed at achieving high levels of automation, equality, and predictability in the Indian revenue system.
The Indian government levies taxes under the following categories: capital gains, wages, housing property, business and profession,
and other kinds of income.

The government's tax revenues are always impacted by tax reforms related to tax base expansion, tax rates implemented
within the tax system, administrative effectiveness, and compliance rate. In light of the aforementioned conversation, an effort has
been made to examine the effects of tax changes following the economic liberalization of 1991 in relation to the government of
India’s ability to collect indirect tax income.
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2. Artificial Intelligence In Banking Sector

Digital disruption is redefining industries and changing how businesses operate. All economic sectors are assessing their
options and putting strategies into place to create value in the era of technology. The rise of customer-centricity is the primary
revolution occurring in the banking business. Combining cognitive technology with artificial intelligence (Al) allows banks to
compete with FinTech firms and gain from digitization. The National Business Research Institute and Narrative Science
collaborated on a study that found that about 32% of financial service providers are already implementing Al technologies like
speech recognition and predictive analytics. Artificial intelligence and sophisticated data analytics together will make it possible
for banks to reduce fraud and boost compliance. *
3. Profile of the study

The district of Surguja is located inside the Indian state of Chhattisgarh. One of Chhattisgarh’s oldest districts is this one.
Ambikapur is the district headquarters. 2

It Is located between latitudes 23°37°25” and 24°6°17” north and longitudes 81°34°40” and 84°4°40” east. This territory
is roughly 5,732 square kilometers in extent, measuring 244.62 kilometers (152.00 mi) long from east to west and 67.37 kilometers
(41.86 mi) wide from north to south (2,213 sq mi). 3

The surguja district is home to 2,359,886 people, or about the same as the population of Latvia or the US state of New
Mexico, according to the 2011 census [3]. 4. As a result, it is ranked 192" out of 640 overall in India. There are 150 people living
in the district per square kilometer (390/sq mi). Over the period of 20012011, its population increased at a pace of 19.74%. Surguja
has a 61.16% literacy rate and a sex ratio of 97 females for every 1000 males.

There are 840,352 people living in the divided Surguja district, 136,702 (16.27%) of whom are urban dwellers. The gender
ratio in the divided district is 980 females for every 1000 males. The proportions of scheduled castes and tribes to the total population
are 4.77% and 57.40%, respectively.
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Image: 02 Showing Ambikapur city which is comes under Surguja District in Chhattisgarh

4. Review of literature
< Dr. A. Jayakumarb& Ms. K. Beemabai (2018) According to this study, one reason for the low growth rates may be
found in the unfavorable tax laws that discourage saving and investing, which in turn threatens long-term growth. Many
economists feel that lowering the capital gains tax rate is a significant step in the right direction, even though
comprehensive tax reform is required to solve the shortcomings in the tax law. Tax reform ought to boost revenue and
economic advantages. Reducing capital gains taxes would have a positive impact on the economy and contribute
significantly to long-term growth, even though its benefits shouldn't be overestimated. The Indian tax system saw
numerous changes following the presentation of tax reforms. The demand elasticity of the taxable item, such as stock, and
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the tax neutrality principle should be examined, and the overall tax structure of these securities markets should be
methodically and thoroughly adjusted. °

% Abhishek Mehrotra & Dr. Rosy Kalra (2018) The study's author comes to the conclusion that all commaodities and
services produced or sold in India are subject to the commaodities and Services Tax, a single, consistent national tax. One
single tax includes all indirect taxes such as excise duty, octroi, central sales tax, value-added tax, etc. The nation's indirect
taxes has undergone major revision with the implementation of the Goods and Services Tax (GST). It has also improved
India's indirect tax system's efficiency and transparency. In addition, the implementation of the Goods and Services Tax
(GST) has weakened the impartial tax system by nullifying the state-imposed exemptions intended to draw companies to
their regions. ©

s Dr. S. M. ALAGAPPAN (2019) In the author's opinion The Indian tax system's poor administrative effectiveness is a
vexing flaw. The taxes are not integrated enough to allow for the development of an orderly, well-planned, and coordinated
tax system. In India, the direct tax rate is extremely high, although it makes up a very little portion of the overall tax
collection. It is necessary to take action to stop tax avoidance and evasion. Periodically, the exemption limit has been
increased, but neither the national nor the per capita income levels have increased in line with the increases in the
exemption limit. India's long-standing objective of economic liberalization is now closer to reality with the introduction
of the Goods and Services Tax. ’

¢ Mr. Yadawananda Neog and Mr. Achal Kumar Gaur (2020) Researchers attempt to ascertain the short- and long-term
relationships between various tax regimes and economic growth in the Indian states in this study. Taxes on property
increase growth while taxes on commaodities and services decrease it, according to empirical data from linear regression.
These conclusions about property taxes—that is, that high property taxes promote growth—are supported by the non-linear
regression. When it comes to commodity and service taxes, the outcomes veer off course above a certain threshold and
have a detrimental impact on growth. Remarkably, we find no discernible long-term effect of income taxes on growth in
both linear and non-linear regressions. &

« Dr. Priyabrata Panda, Dr. Kishore Kumar Das & Prof. Malay Kumar Mohanty(2020) Following their study on this
subject, the researchers made it quite evident that comprehensive, well-thought-out, and structured adjustments can
undoubtedly aid in accomplishing the goals of tax reform. While deductions and exemptions may temporarily impede
revenue development, over time they can significantly increase a nation's potential for revenue growth. Even when an
equal paradise won't materialize overnight, a progressive tax system has the power to gradually change the dystopia.
Reforming tax laws has benefits beyond increased tax income. The nation can raise tax income through both fiscal and
monetary policies. Therefore, in a country like India, authorities ought to present a comprehensive tax reform proposal.
Administrative, economic, and tax policy reforms should be linked to and integrated with the model tax model. °

« Ankit Rathil, Dr. Saurabh Sharma, Dr. Gaurav Lodha, Dr. Manoj Srivastava (2021) Research indicates that in order
to boost the government's tax collection in a developing nation like India, significant modifications must be made to the
tax structure or system. Through the application of Al and machine learning, we will be able to identify new taxpayers,
prevent tax fraud and evasion, and promote an open and transparent tax administration process in India. We are aware that
things will change eventually; artificial intelligence (Al) will usher in the fourth industrial revolution, much as electricity
and computers did in the previous century. Al is used today and is expanding daily in many different fields, but in order
to succeed in the Indian tax system, we must comprehend this. To ensure that the machine learns the correct bias or reduces
its own, we must provide it the right training data. The taxpayers are prepared for the impending technology shift in the
system, but they do not want to stop human intervention. The government needs an artificial intelligence-based system.
The public has a strong belief that utilizing an artificial intelligence-based tax system will be comfortable, safe, and secure.
10

« Dr. Prerna Jain & Dr. Anurodh Godha(2022) According to the experts, taxes is a tool that any government can use to
promote socioeconomic cohesiveness and economic reform. Direct taxation is the type of tax imposed on the taxable
income that individuals and organizations receive. However, sales of goods and services are subject to indirect taxes. The
Indian government levies taxes under the following categories: capital gains, wages, housing property, business and
profession, and other kinds of income. According to the aforementioned report, over 90% of taxpayers are individuals,
next businesses, and finally Hindu undivided families. The number of individual returns filed between FY 2014-15 and
FY 2018-19 increased by 69%. The total amount of direct taxes collected grew between FY 2014-15 and FY 2018-19 by
around 63%. !

+» CA Naveen Kumar Tiwari (2022) Within this research, the author discovers Since the country's economic liberalization
in 1991, India has implemented a number of tax reforms aimed at improving the administration of tax laws, expanding the
tax base, ensuring proper compliance, and inevitably increasing the productivity of tax revenue to fund expansive
development plans that meet the social and welfare needs of the populace. It is impossible to dispute that tax reforms have
the intention of raising tax revenue or improving tax productivity, even when this may not be one of the reforms' primary
goals. Based on data analysis about indirect tax collections, it may be inferred that the government's tax reforms under the
indirect tax regime did not increase revenue productivity, as seen by the stable indirect tax-to-GDP ratio. There has been
information on an uneven growth rate in indirect tax revenue collections, along with sporadic downward trends. There has
been a steady decrease in the proportion of indirect taxes to gross tax collections. The tax modifications resulted in a
decline in tax revenue receipts. 2

« Mr. Suraj Mishra & Miss. Deboshree Bhattacharya (2023) Researchers have concluded from this study that Indian

banks are currently dealing with a variety of challenges, such as raising the capital adequacy requirement, managing non-

performing assets, improving branch sales and services, refining organizational design, leveraging cutting-edge
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technologies through novel distribution channels, and emphasizing lean operations. Other important concerns include the
many regulations that must be followed, as well as the periodic changes in policy rates necessary to maintain economic
stability. Notwithstanding these problems, it is projected that the banking industry in India will keep growing steadily
because of the nation's enormous potential for economic growth, population, mobile banking (the delivery of banking
services via mobile devices), financial inclusion, rising disposable income, and other factors. 2
5. Objective Of Research

v To study the Indian tax system.

v To evaluate the impact of the direct tax administration reform on overall and direct tax revenue.

v To examine the different facets of the Indian direct tax reform system and the different facets of tax reform in
industrialized nations.

v" To learn more about artificial intelligence's place in the Indian tax system.

6. Scope of the study

The purpose of the study is to evaluate the efficacy of direct taxation measures. It includes the views of producers, traders,
consumers, and tax payers. It highlighted how favorable tax revisions are for direct taxes. Taxes are a vital source of income for all
nations. The primary factor influencing the nation's economic growth is tax reform. This study assessed the rationale behind the
shift away from direct tax reform. And in the recent time period we try to know the impact of artificial intelligence in the banking
system.

7. Research Methodology

The nature of this research is descriptive. Regarding historical perspective, tax policy and its structure, current situation,
and worldwide comparison, the study will be grounded in secondary data. And the Primary data was collected by the questionnaires.
The questionnaire contained 10 items ,asking questions like how your transaction Experience and the various services provided by
banks are affected by Artificial intelligence (Al) activities. Resins Likert scale was used in most of the questions.

8. Sampling technic and data collection

In this research paper for the setting of sample size & data collection There are many formulas used for calculating sample size.
One of the most common formulas used is Yamane’s formula: n = N/(1+N€2 Is used and after the implications of this formula 50
sample were collected. Because in this research the margin of error is 0.5 taken and the population of research is 100 taken.

The variables In this formula are:

n=the sample size

N = the population of the study

E = the margin error

n=100/1+100*(0.5)2 = 50

Findings of the Research
Some demographic characteristics of the area according to the responses to the research questionnaire are shown in Table

1.
Experience about the Al
S. Particular Strongly | Agree | Neutral | Disagree | Strongly
No. Agree (4) 3) (2) Disagree
©) ()
01. Do You Believe That Al Program And The Model 25 10 05 05 05
Within Them Are Working Properly.
02. Are You Believe That All Your Personal Data Will 10 10 05 10 15
Be Safe Under Al System In Bank?
03. Bank Are Still In The Experimentation Phase With 15 05 05 08 17
Al In India.
04. Al Oversight As Viewed As Essential And Banks 17 13 10 05 05
Are Acting Accordingly.
05. Ethics Is A Key Aspect Of Oversight That Bank 40 10 00 00 00

Should Be Actively Considering As They More
Ahead To Stop Fraudental Activities.

06. | Are You Satisfied With The Stretched Of The Cyber 35 05 06 04 00
Security In Place For Al System In Bank.
07. Do you think that the timely tax reform and new 25 10 10 05 00
rules & regulation is better for the tax payer.
08. Do you think after the tax reform Government 40 10 00 00 00

collect more tax, more than previous tax collection’s
rules & regulation.
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09. Do you think Government should impose tax on 10 03 02 15 20
Consumption not on income.

10. Government should generate revenue in the form of 30 7 3 6 4
penalty not in the form of tax.

Do You Believe That Al Program And The Model Within Them Are
Working Properly.
Strongly Disagree (1) s
Disagree (2) I
Neutral (3) I
Agree (4) I
Strongly Agree (5) |
0 5 10 15 20 25

m Series 1

Are You Believe That All Your Personal Data Will Be Safe Under Al
System In Bank?
Strongly Disagree (1) I
Disagree (2)
Neutral (3)
Agree (4) I
Strongly Agree (5) I
0 2 4 6 8 10 12 14

m Series 1

Bank Are Still In The Experimentation Phase With Al In India.

Strongly Disagree (1) [
Disagree (2) NG
Neutral (3) NN
Agree (4) I
Strongly Agree (5) I

0 2 4 6 8 10 12 14 16

m Series 1

30

16

18
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Al Oversight As Viewed As Essential And Banks Are Acting
Accordingly.
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Disagree (2) I
Neutral (3) e —
Agree (4) I
Strongly Agree (5) I ————
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Ethics Is A Key Aspect Of Oversight That Bank Should Be Actively
Considering As They More Ahead To Stop Fraudental Activities.

Strongly Disagree (1)
Disagree (2)
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Strongly Agree (5) I
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Are You Satisfied With The Stretched Of The Cyber Security In Place
For Al System In Bank

Strongly Disagree (1)
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Strongly Agree (5) |
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Do you think that the timely tax reform and new rules & regulation is
better for the tax payer.

Strongly Disagree (1)
Disagree (2) s
Neutral (3) I
Agree (4) I—
Strongly Agree (5) I ——
0 5 10 15 20 25

m Series 1

Do you think after the tax reform Government collect more tax, more
than previous tax collection's rules & regulation.

Strongly Disagree (1)
Disagree (2)
Neutral (3)
Agree (4) II——
Strongly Agree (5) I
0 5 10 15 20 25 30 35 40

m Series 1

Do you think Government should impose tax on Consumption not on
income.
Strongly Disagree (1) I
Disagree (2)
Neutral (3) NG
Agree (4) IS
Strongly Agree (5) I

0 5 10 15 20

m Series 1
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Government should generate revenue in the form of penalty not in the
form of tax.

Strongly Disagree (1)
Disagree (2)
Neutral (3)

Agree (4)

Strongly Agree (5)

o
ol

m Series 1

9. Conclusion

To enhance the government's tax revenue in a developing nation like India, we must implement revolutionary changes to
our tax system or structure. Through the application of Al and machine learning, we will be able to identify new taxpayers, prevent
tax fraud and evasion, and promote an open and transparent tax administration process in India.

The taxpayers are prepared for the impending technology shift in the system, but they do not want to stop human
intervention. The government needs an artificial intelligence-based system. The public has a strong belief that utilizing an artificial
intelligence-based tax system will be comfortable, safe, and secure.

In addition to the obvious benefits, using Al and ML will present substantial obstacles for financial policy. Financial
institutions can benefit from AI/ML systems in a number of ways, including new markets, improved risk management, enormous
cost savings and efficiency benefits, and new experiences and product offerings for clients. These systems can also provide financial
institutions with strong tools for prudential monitoring and regulatory compliance. Uncertainty surrounds the full scope of these
technologies' potential effects on the integrity and safety of the financial system, as well as new and distinct ethical concerns. The
fact that these innovations are still changing and developing as new technology are employed adds to the difficulty of the task facing
policymakers in the financial industry. In order to identify potential hazards and implement corrective regulatory actions, these
developments necessitate the enhancement of oversight monitoring mechanisms as well as active stakeholder involvement.
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