
 

 

Corporate Income Tax rate cut in India 

With many transformations happening in the Indian economy, Finance Minister Nirmala Sitharaman 

recently announced slashing of corporate tax rate to address the economic slowdown of the country. 

India's economic growth is sitting at a six-year low and the government has taken a series of steps to spur 

investment and boost growth in the country's faltering economy. 

India has the distinction of having the highest rate of corporate tax in the world: 48.3% before the latest 

reform, including the tax a company pays on the dividends it distributes which should ideally be taxed in 

the hands of the shareholder. But now, India has lowered its corporate tax rate to 22% from 30% for 

companies that don't seek exemptions. Firms that do receive incentives or exemptions will see their tax 

rate cut to 25% from 35%. In addition, some new manufacturing firms will see their corporate tax rate 

lowered to 15% from 25%.  

The corporate tax cut is part of a series of steps taken by the government to tackle the slowdown in 

economic growth of India. In order to boost consumption demand and increase spending from private 

companies the Indian government has cut down on taxes. The most immediate reason behind the tax cut 

may be the displeasure that various corporate houses have shown against the government’s policies. 

Many investors, for instance, were spooked by the additional taxes on them that were announced by the 

government during the budget in July and began pulling money out of the country. The government hopes 

that the new, lower tax rates will attract more investments into the country and help revive the domestic 

manufacturing sector which has seen very dull growth in the recent times. 

The announcements came amid the slowdown in the auto sector. The tax cut will boost the sentiments of 

automobile companies facing their worst slump in more than a decade. Following the government’s 

decision, both the Nifty and the Sensex rose over 5%, which is their biggest one-day rise in a decade. Of 

the top five gainers on the benchmark NSE Nifty50, three were automobile companies. Indian rupee also 

rose around 0.5% against the US dollar. 

The present tax cut can help the economy grow wider. The corporate tax rate is also a major determinant 

of how investors allocate capital across various economies. Reduction in tax rate will attract investors to 

India which will further create more jobs to the people. The lower tax rate puts Indian companies on a 

better foothold to compete in the world market and will make Indian companies more competitive on the 

global stage.  

The tax cut, however, is expected to cause a yearly revenue loss of 1.45 lakh crore to the government 

which is struggling to meet its fiscal deficit target. At the same time, if it manages to sufficiently revive 

the economy, the present tax cut can help boost tax collections and compensate for the loss of revenue. 
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