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Article 265: No tax can be levied by Central or State Govt. w/o the authority of law.
Article 246: It gives authority to Govt. to enact laws and levy taxes and Duties.

Schedule 7: Respective matters on which each of State and Centre can enact laws:
List I – Union List

List II – State List

List III – Concurrent List (in case of collision, provisions of Centre will prevail)

Each matter given under these lists is called an Entry.

Entry 97 Of Union List : All residual matters i.e. not covered by 3 lists fall under the Residual Category which lies with the Centre. 
(Centre has Parliament whereas State has Legislature.

Sources of Revenue

Direct






Indirect


                            Excise                 Custom                   Sales         Service   
A tax may be collected by either by centre or state but it is apportioned between both of them in pre-decided proportions.
People who operate through middlemen makes more use of infrastructure and they must contribute more towards tax kitty. But this cant be incorporated in direct tax and Excise provisions. So Sales tax and Service Tax provisions are created such that people closer to the point of production pay less taxes whereas those far away pay much more taxes.
CENVAT is a tax credit for duty paid on inputs used by a manufacturer/ Reseller. Inputs used may be normal goods or capital goods. It is given so that the final consumer does not pay huge taxes due to a chain of resellers. Using this such goods become cheaper for resellers/manufacturers because they have to sell them further.
There are 2 methods of giving relief to final consumer from the cascading effect of taxes. 

1. Reduce the tax rates for goods sold to a reseller or manufacturer. 
2. Keep the rate of tax constant for all the goods but give the credit to a reseller so as to deposit only a part of tax collected from customers.

But people who are using services and less of goods also use infrastructure and thus they must also pay the tax on services used by them so that people may not increase the consumption of their services so as to avoid tax on goods. This will create an imbalance in the economy.
Need for Custom Duty? : Domestically produced goods are taxed with excise duty so they become expensive. But many a countries to promote their exports, do not impose excise duty on goods to be exported, thus making them relatively cheaper. To bring parity in this front certain level of custom duties is very essential.

Administration of Tax Boards

Ministry of Finance

(
Department of Revenue

(
Central Board of Revenue Act, 1963

(                                                     (
Central Board of Direct Taxes                                      Central Board of Excise and Customs
                    (CBDT)                                                                            (CBEC)

                          (                                                                                        (
Income Tax, Wealth Tax etc.                                       Custom Duties, Central Excise Duties,

                                                                                                 Service Tax etc.

Structure of Administrative Machinery

CBEC

(
Central Excise Zones, each having a territory and headed by Chief Commissioner of Central Excise

(
Central Excise Commissionerates, each having a small territory and being many in a zone and headed by Commissioner of Central Excise

(
Many a Superintendents under a Commissioner, each having a jurisdictional area
Approaches of Imposing a Tax

1. Comprehensive Approach: Taxation of all goods/ services and then specifying a small negative list.

2. Selective Approach: Only Specified Goods/ Services are subject to Tax.















