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🎤
INTERVIEW ANGLE

"Does simplification of tax law without changing rates or dispute resolution mechanisms
meaningfully improve taxpayer compliance, or is it primarily an administrative exercise?"

🗞️  WHY IN NEWS

The Income Tax Act, 2025 came into force on April 1, 2026, replacing the Income-tax Act, 1961. CBDT launched

the Kar Saathi AI chatbot and the PRARAMBH campaign to facilitate the transition. Rules were reduced from

510 to 333; forms from 399 to 190.

THE EDITORIAL ARGUMENT

India’s new income tax law is a commendable structural achievement — but simplification of text is not the

same as simplification of compliance. The real test of the Income Tax Act, 2025 will come in how it reduces

litigation, accelerates refunds, and builds taxpayer trust. Until those outcomes materialise, the reform risks

being a cosmetic exercise.

WHAT THE REFORM ACHIEVED

The Income Tax Act, 2025 is genuinely simpler to read. Complex multi-clause provisos have been replaced with

formulas. Expired provisions have been deleted. Cross-references are cleaner. For a tax professional, the new

Act is a significant improvement in navigability.

The CBDT’s achievement in reducing 399 forms to 190 is also meaningful — the proliferation of forms was a

compliance burden, especially for small businesses and individual taxpayers who cannot afford professional

advice.
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Kar Saathi, the AI chatbot, addresses a real gap: the majority of India’s 80 million+ ITR filers are individuals

who file once a year and have basic queries. An accessible 24x7 guidance tool democratises access to tax

knowledge previously restricted to those who could pay for CA services.

WHAT THE REFORM DID NOT ADDRESS

India has one of the world’s highest volumes of direct tax disputes — approximately ₹35 lakh crore in tax

demands under litigation at various forums (CIT Appeals, ITAT, High Courts, Supreme Court). The Income Tax

Act, 2025 does not restructure the dispute resolution architecture. The same:

Without addressing this, the root cause of taxpayer adversarialism persists.

Some provisions, while shorter in the new Act, remain substantively ambiguous. Tax law’s complexity does not

arise only from verbose drafting — it arises from the inherent difficulty of applying static rules to dynamic

commercial transactions. Transfer pricing, indirect transfers, permanent establishment definitions — these

remain contested territory regardless of how the law is written.

India’s direct tax base remains narrow — approximately 2.5% of the population pays income tax. The

simplification of the Act does not address the structural issue of the agricultural income exemption (politically

untouchable), the large informal economy, or the cash-based sectors that evade the tax net entirely.

THE AI CHATBOT QUESTION

Kar Saathi is useful, but its effectiveness depends on:

An AI chatbot can answer “when is the ITR filing deadline?” but cannot replace a CA when a taxpayer faces a

complex assessment order.

Tax Dispute Resolution

Assessing Officers with revenue targets still issue aggressive demands

Appellate system still suffers from understaffing

Faceless Appeals still face procedural teething issues

Interpretive Ambiguity

Widening the Tax Base

The quality of underlying training data (2,200+ FAQs are a start, not a comprehensive knowledge

base)

Multilingual capability for non-English-speaking taxpayers (the majority)

Whether it can handle nuanced queries or simply redirects to static FAQ content
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WHAT SUCCESS WOULD LOOK LIKE

The Income Tax Act, 2025 will succeed if — within three years — India sees:

These are the real metrics. Structural simplification is a necessary but not sufficient condition.

UPSC RELEVANCE

Tax simplification, compliance burden, CBDT, Faceless Assessment, tax litigation, Vivad Se Vishwas, AIS

(Annual Information Statement)

📌  KEY FACTS

Measurable reduction in the stock of tax disputes1

Faster refund processing (current average: 47 days)2

Expansion of the ITR filer base (currently ~90 million)3

Reduction in Tax Deducted at Source (TDS) mismatches4

GS Paper 2 — Governance

CBDT’s role in tax administration; e-governance in tax services

Tax dispute resolution: ITAT, faceless assessment, Vivad Se Vishwas scheme

Direct tax reforms and compliance burden

GS Paper 3 — Economy

Direct tax buoyancy; tax base expansion; informal economy

Role of technology in improving tax compliance (Faceless Assessment, AIS, Kar Saathi)

Mains Keywords

IT Act 2025 effective: April 1, 2026; replaced IT Act 1961 (65 years old)

Rules: 510 → 333; Forms: 399 → 190

Tax disputes under litigation: ~₹35 lakh crore

Active ITR filers: ~90 million

Kar Saathi: launched April 2, 2026 (24x7 AI chatbot)

CBDT: Under Ministry of Finance (Dept. of Revenue); established Central Boards of Revenue Act,
1963
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