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WELFARE IN GLOBALISATION

Dr. Hudda, H.A.

Vasantrao Nalk Gout. Instt. of Arts & Social Sciences, Nagpur

—

About Globalization

Glnbalizatian refers to multiplicity of linkages and interconnections between

the states and societies, which make up the present world system. It describes the
process by which events, decisions, and activities on the part of world have signifi-
cant consequences so far as individuals and communities from distant parts of the
globe are concerned. Globalization denotes adjustment of national economy. It is
conversion of a national market into international one, which facilitates international
mobility to factors of production or commodities, thereby getting the best benefit of
production. It is the integration of national economy with that of global economy.
The concept of globalization is based on the market size. Hypothesis over the past
two decades growing cross border linkages have exerted powerful influences on
the direction of the world economy. Globalization leads to structure transforma-
tion cf firms and nations and also creates new relationship, since global financial
integration is the end of geography. :

Hence, the globalization of economic activities along with flexible production
system is changing the fact of capitalism for the good of small and medium sized
firms that are likely to play an important role in alliance capitalism. Most of them will
still be part of networks dominated by big firms.

Welfare analysis

Welfare economics or normative economics is the branch of economics relating
to the evaluation of social desirability of alternative policies. It attempts to formulate
propositions with the help of which we can have a choice of criterion, for better or
worse of alternative economic policies open to community. It is that pa{t of the
subject of economics, which lays down prescriptions for the policy maker tnLtermS
of which we can judge the impact of various alternatives polices on economic wel-
fare of the community. It takes the norms of value judgement of the society and
th.e N tays down criteria on the basis of which economic policies can be formulated
With a view to maximizing social welfare.

ction of the satisfaction, de-

| DEﬁm'Hnﬁ b A i ; ‘ are, a fun
v A.C. pigouq : Economic welfare, nt with real

riva:d from the use of exchangeable goods and services almost coincide
hational income of the community.
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Narrations : Pi : inted out that i
115 ! Pigoue had pointed © tate of mind

as such it is not possible to segregate one S
first 'general’ at the second economic welfare.

Robertson's views '

According to Robertson, the concept of 1-ﬂ.|"arfa|?n'*:3t ?nn;?szeie:t;aegﬂ:;att: ESS:tTi*lnd

: . : iritual. : ' IR
some of which are sensual, and others spirit onomic causes affect aey.

out into different classes. Pigoue admitted that some ec
: : - ionay
nomic welfare and general welfare differently. He pointed out W erage qual.

tative conclusions about effects on economic welfare apply Eiiggzth; effects gp
general welfare. Utilitarian concepts proof of which has been g b Y fg-:_:ue Were
criticised, firstly for being utilised subjectively and secondly, 8s DEUEr Of since ing;.

vidual's welfare is linked.

Paretian welfare concept i
According to Pareto, utility is neither cardinally measurable nor interpersona)

comparison possible. He asserted that utility is ordinally measurable. Pareto there.
fore, gave the idea, since welfare is not measurable or quantifiable in terms of
utility. Welfare needs to be increased, if a policy measure, at least, makes one
person better than leading anybody else to worse. This means that in the Paretian
welfare analysis, it is possible to know whether welfare has.increased or decreased

Bentham
The Benthamites postulate that aggregate welfare is simply the arithmetic sum

of individual welfare that evades the problem of interpersonal comparison of utility
by selecting a case in which such comparisons raise no difficulty.

Edgeworth
Edgeworth discarded the concept of equal capacities for want of satisfaction,

but then defended the rule of equimarginal sacrifice i ' :
n .
of uniform income utility functions. taxation on the assumption

Wicksell
Wicksell criticised Jevon's and Water's ——
L ; ] generalisation of ' e
conditions on the grounds that optimum conditions of pro:jh:czggn::g z:{;:g:ge

depend on the initial factor endowments i :
lem of interpersonal comparison of ufilty, N the economy, Wicksell faced the prot

Kaldor-Hicks Sciatovasky’s appy
They corroborated their opini L Eraach
by Introducing the concept of -
foundation of ambiguous policy Ehan;a‘;ﬂr:tr'tﬁens
: wine e
ich be

desirability of economic changes, wh it o ®Mpensating payment helps the

OMe and harm others; and all "®

...'-.-.lii'li!llI||¢_.‘-"-.-_
"eay gy
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without _tm'ngiﬂg in Va}U_e judgement or interpersonal comparison, Scitovasky at-
tempts to separate _efﬂc'?”?'f from equity by defining an improvement in welfare as
one for every Ensalble dlstr!b.utmn of income before the change makes every one
petter of even if compensation payments are actually paid,

value judgement and weilfare

The main purpose of welfare economics is to establis
of finding out whfe._ther welfare: has increased or decreased and on that basis to
judge the d'esira!amty or otherwise of economic policy measures. Pigovian utilitarian
welfare economist assumed that the welfare of the individual is linked with the units
of commaodities enjoyed by him and since utility is cardinally measurable, a simple
addition of the utility functions of all individuals will give the social welfare function.
This s'impliﬂed process could be worked only on the assumptions of cardinal meas-
urement of utility and the possibility of interpersonal comparisons of utility,

h some satisfactory criteria

Pigovian criteria of welfare

Maximise real National Income : National income could be maximised only by an
optimal distribution of national resources, transferring them from less productive

channels to more productive ones till no reorganisation of national production would
raise real national output.

Equalise income distribution : This criterion depends upon the law of diminishing
marginal utility of money. Pigoue explained it as equal capacity of satisfaction. The
rich possess more income than the poor do and therefore the marginal utility of
income to the rich is less than that of the poor. Poor man has the same capacity for

satisfaction from income as a rich man has so transfer of real income from rich to
the poor will necessarily increase social welfare.

Walrasian views

Recent welfare economics :+ A half century ago, Pareto and J.S. Mill distin-
guished between the immutable of production and the law of distribution, the size of
the cake can be diversed from questions about its slices. Pareto analysed particu-
lar economic policies as if it was possible to discuss the effects on allocative effi-
Ciency given to the distribution of income and second to round off the analysis by
adding a value judgement about the associated changes in income distribution.
The value of Pareto’s definition of social welfare was to make the decision crystal
between efficiency and equity. Pareto continued to believe the significant pronounce-
ment about economic policy that could be laid down solely on the basis of efficiency
Ctonsideration. Nevertheless, the true function of welfare economics is to invade the
discipline of applied ethics rather than to avoid it. In any working social order, there
'S bound to be a good deal of consensus on social ends. Economic policies, how-
8ver, always lead towards ends that are themselves imperfectly grasped. Moreo-
VEr, ends may be conflicting. The purpose of welfare economics should be to influ-
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- iactives of different pojig;
ence the social consensus by making explictt and objec &g

: : of particular means-gny
S s s el mm'nts;ii:g;, Black, Downs, Quchanai
relationship. The recent works of some economts

sent. New welfare gp,,
and Tullock- are on public choice and the calculuseij:: nwhiie propositichs abg?it
nomic proposition about efficiency is somehow vﬂllfl Pareté_opﬁma! allocation of e
equity are necessarily value laden. The CU”G?‘pt ° individual is the best judge
sources- depends upon the hypothesis that et terms of the welfare of ing;
his own welfare, (i) social welfare is defined only m;t there is no such a thing a“
vidual is not comparable in operational terms. In short, §

value-free welfare economics.

Welfare in globalisation 2 4 _ _
Welfare and globalisation are two different definitions related to their own inde.

pendent features. Globalistion is a process of building @ traf.je ?Etwuﬁ amonggt
nations, which are absolutely governed by World Ti‘ﬂdﬁ‘ Organisation and welfare s
the economic analysis related to utility and satisfaction of the consumer. In this
process the market mechanism is controlled and business trade gnd activities gov-
erned. Demand and supply forces are automatically adjusted in the competitive
economy, therefore general equilibrium is seen in the market. This is the scenario
of the capitalist economy, where the nature of economy equalises with full compe-
tition and the least infrastructure of the government. The distribution of income
amongst the factors in factorial market according to their efficiency and marginal
productivity is to be reckoned with. Therefore the welfare of people considerably
depends upon the market and market operations. If Pigounian and Paretian condi-
tions of welfare are applied to the free market economy, it is noticed that the welfare
and the purpose of market function, in a routine way, lead to free and liberal market
oo s iy B et e pnn f Tt daerc
responding responsibility of both t Inl k el TS e
p y O look after the welfare of people in general.

Social welfare : Welfare economists since
social welfare in terms of utility or satisfactio
cation of resources involving alternative dis
able or unfavourable or mixed effects on
cient or optimum. Some welfare econom

decgdes have defined and measured
qcf {ndiuiduais. Each alternative alle-
thtnhutu::un of benefits may have favour-
istﬂ People. Thus allocation is most eff

s think it N terms of Pareto optimallf
I its pattern can move one

N can bE nbta' i ' |
other words th;“""d In an economy by V'

the ; : . _ :

distribuon of scamomic wape o T PRSI oty o 0€ e poins
T ) are. What point , . 1. Each point has a differ®

cided only by value judgement regarding th::{::i:trib ti M is preferable could be 3
B R e 'on aspect,

IV --.“-'-..i.“.'l|‘II-I-

ous possible allocation of resources; In
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As the diagram depicts AB present the contour of all possible Pareto optimal
situations and WW represent the welfare function with a particular forum of value
judgement behind it. Q represents the position, where welfare is maximised. So the
value judgement can be meaningfully conceived only in the context of the objective
condition of a particular country and not in the context of the world.

State -Vs- Market in India : In India State -Vs- market in the context of social
welfare with its attendant value judgement is quite common and any time several
values collapse and clash with one another. Perception of a society and its choice
in social sciences are determined by the environment The change in international
situation influéncing our environment and the value system is no doubt in a state of
flux. Yet one supreme goal overriding all value judgements is being cherished in
this country as well as civilised societies. According to Mahatma Gandhi, "True
economies stands for a social justice that promotes the good of all equally including
the nearest and indispensable for decent life.” There is no doubt that economic
growth does matter for releasing this but if it does this it is only because of some
associated benefits that are realised in the process of economic growth. In Marx's
words- It is replacing the domination of circumstances and chance over individuals
by the domination of individuals over chance and circumstances. In other words,
the process of economic development has to be judged in terms of individual enti-
tlement or capabilities created.

Economic reform
The programme of economic reforms is said to be forgotten towards achieving
Ureater efficiency in using resources. This has three basic requirements, competi-
tion, system of reward and punishment related to quality and quantity of efforts and
allocation of resources according to market determined refative price, which would
2 m“‘_ﬂﬁEd.. when the social interest demands corrections. This would, require an
?sseﬁaat competitive economy largely based on private enterprises, but modified
O Suit their requirements. This modification for the sake of reduction of unemploy-

-
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long-term national and gl In India stabilisatigy,

, mime - : Mg
risgtion prodra ise social welfare th
5 t and ctabilisd ma}qmlse Oy
Structural adjustmen needed 10 d by excess abﬁﬂmtig '

structural adjustment programmes ; pilisation aré cau : i
appropriate growth. The problems of sta tural constraints, which prevent OUty,

G 5 i
over income and this is the result of str ction to change flexibly in reSpong,
from adjusting to demand or structuré of produ sponse of private sector tg 4,
to the change in the pattern of demand. The € P .

change in the pattern of demand is a key factor.

Epilogue _ - ¢

Tf?e regalityf of the wave of liberalisation and mark_ethfarc:: t;Se tzi-:tg sst gi?ned
engulfing the world. It could not be checked, but it has 6 st T ards
maximisation of benefits of one’s own economy. The state has o retain Iis centry
command over the organisation of production and dlstr!putlan. The com mand, how.
ever, has to be exercised to create a congenial condition f:?r working of both the
weak and the strong establishing appropriate complementaring between small and

big producers and private sectors in a way that it will operate as ‘painple friendly as
possible. In the changing circumstances for ensuing growth maximising social wel-
fare and securing social justice, the rate of the state has to be pragmatic, flexible
and inspiring. Incentives for competitiveness have to be provided and resources
to be channelised in the social desirable directions. Thus, there is no question !
minimising the role of the state. But there is a need to reorient the state’s role and
change the area of direct operation. State's role in building up of infrastructure and
development of social services need to be strengthened. State has to be marké!
friendly, because market friendly atmosphere maintains the economic and soti
welfare of common people through the favourab] .
Welfars: in clobalicatisn i o € policy of the state.
elfare in globalisation is possible if evervh £ e
' f¥body sacrifices equally and givin

the equal response to the state polic _
environment in the country, POlCY and support maintain the market friend!
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~ EMPLOYMENT OPPORTUNITIES UNDER THE SERVICE
b TAX SCHEME

B.B. KALPANDE

G.S. College of Commerce &
Economices, Nagpur

mp——_

concept of Service-Tax

Service-Tax is a new concept in India intoroduced from financial year 1994-
95, Since it is a new tax, there may be certain confusions and non-clarity on the
concept and procedural aspect of Service-Tax is applicable to as many as eithteen
types of assesses. This could be explosive. After a long dalay the Government of
India has levied Service Tax,

With rationalization of tax rates on goods and trust of imposition of tax on
goods and services as recommended was made in 1994 to intorduce tax on ser-
vices. While commending the finance Bill of 1994 to the Parliament, Dr. Manmohan
Singh, the finance Minister has observed.

The term Service Tax means the act of helping or soing work for another or
for a community, etc. so it stands for assistance on benefit given to someone, through
ordinarily for rendering such service is the renuneration of the person rendering
such service,

The service Tax is therefore levied on portion of the remuneration which a
person is getting exchange of service rendered.

The finance act, 1994 has brought out the legislation for levy of Service Tax.
The ultimate intention is to integrate Service Tax with tax on commodity i.e. value
added Tax and popularly called "VAT". '

NEED FOR TAXATION OF SERVICES

In any welfare state, it is the prime resonsibility of the Government of fulfill
the increasing development needs of the country and its people, by way of public
expenditure of India, being obligatiions of a welfare state within its limited resources.
The Governments primary sources of revenue are direct and indirect taxes. Central
Excise Duty on the goods manufactured and produced in India and customs duties
on imported goods constitute the two major sources of and customes duties on
Imported goods constitute the two major sources of indirect taxes in India. But
"®venue receipts from coustoms and excise duties are on the decline due to WTO
Commitments and rationalization of commedity duties.

The service sector has becomes a major contributor to GDP of India. Ser-
Vice sector contirutes about 50% of GDP in our economy which agriculture ac-
Counts for 27% and manufacturing revenue potential with that in mind the present

'..'t.,-'.-'.'-.-.-‘.-.-‘.....‘..".-.r----l'lii'lﬁ*"‘liﬁiiiiiii
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; livie Z .
e T e O K serwcz ET:{EN ption to 5 services. The rate o :~:

certain services from the tax net an

g
get of Rs.
' o (w.e.f. 14.5.2003) from 9% Ta;’g 5000 g,
vice too been enhanced to 8% (W. 03 has been set.

ers service tax collection for ﬁnaﬂ?i‘al !::: r r?gs achived on the eve of the VErY firg
One milestone, which service ta, v of the country.

i st yRar 200G, § has badomefie B ge;:ﬁzl :;tt:ise and customs law Besjg,,

scope of service-Tax: Central Sale-Tax, fly discussed here.

there are some other indirect taxes, which are er1 i Barvinmaciog cont
Service-Tax : This is a new tax levied in finance at . 8

over 40% of "GDP" in our economy. A beginning ‘haf' ber;an mzf: ?;} tg\;yrg e
service tax w.e.f. 1st July 1994 on "Taxable Serwt:":e + T eser e g E“fﬁ*
charges by stockbroker or sub-broker registered with (on applied for registratig
with) SEBI,(b) Cross telephone Bills,(c) Insurance premium in rESF’EC'f ?‘f Gener;
Insurance (j.e. insurance other life insurance). This tax will be administered
Central Excise Department. Tax is payble monthly Quarterly return has to by
turnished. Appeal provisions will be similar to Central Excise,

Other service are as under. : i.e. Courier service, Advertising service, Radio page
service, Customs House agents service: Clearing and forwarding agent service

Man-power Recruitment agency services; Goods fransport operator's service,
beauty parlor services etc.

EMPLOYMENT OPPERTUNITIES UNDER THE SERVICE-TAX SCHEME :

Unemployment is the major problems that url.J
possible to absorb vast number of teeming unemp|
number of schools, college and Universities has

Our govt. has started many Em loym
problem of unemployment. Ployment progra

tGovt. is facing today. Itisno

Oyed in the economy. Increasin
made the problem disquieting.

MMe and agencies to tackle

The imposition of service tax has ¢r
eated emp|
unemployed such as B.Co Ployment o iti calel
filing service tax M B.Sc. ete They can hel Dpﬂﬁunltle?. ror Erdu jon
g returns ete. Pthe taxpayers in registratio

Books Reference ; Service ang jng:
INdirect {5
Tax-Man Edition 200+ :ﬁs “Dr VK. Ja
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VAT (Value Added Tax)

PRADEEP NAVGHARE

Dept. of Comnmerce & Economics,
Hislop College, Nagpur

Background

Indirect tax reforms have been an integral part of the liberalisation process
since 1991. In the first phase, India has been steadily attempting to move towards
a tax structure which is simple, moderate, rational and easy to administer and
comply with. At the central level, the move has been to bring down the tariffs - both
excise and customs, reduce the number of rates, correct anomalies, get rid of the
complexities in the system and on the whole reduce the interface with the
dovernment. Reforms at centre level were smooth and brought in mainly through

annual budget presentation in the parliament and are applicable through out the
country.

In addition to indirect taxes levied by the centre, states are empowered to
levy certain indirect taxes and sales tax forms major part of revenue for almost all
states. There was wide variation in sales tax rates of the same commodity in
different states. In many states both inputs as well as outputs are taxed creating

cascading effect. The viable solution found was to shift to destination based VAT
i.e. value added tax.

More than 120 countries have adopted VAT as their major form of
consumption Tax. India's neighboring countries Bangladesh, China, Nepal,
Pakistan and SriLanka are already having value added tax.

There are three methods for computation of VAT viz (i) Addition Method, (ii)
Subtraction method and (jily Tax Credit Method. India has decided to adopt the
most common Tax Credit Method which entails set off for tax paid on inputs from

the tax collected on sales for each tax period. This method is similar to CENVAT in
case of Central Excise.

Industry was expecting unification of all taxes levied withi
withi
movement of goods and tax on services under VA n the state on sale/

: T. However this is not h nin
and VAT is going to replace mainly local sales tax. T P ok
to CST, octroi etc. will continue, It would be 1o herefore cascading effect due

; worthwhile
happened and achieved so far to Introduce value added taxt;::'n Irﬁgglecl Y

Union Finance Minister convened a conference of all state Ch}ef Ministers
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1ﬁth Nﬂuambﬂf 1899 and dECidEd on the § I
X f - . n n 1
aform® *Ng course of domestic tax

gmentation of floor rates of sales tay
ﬁgnriinuﬂ““” of grant of sales tax baseqd inbc:};z:ili::tm?s :
. : ro
ementation of VAT from 1st Apyjj 2001 whj :
d again postponed to 1st April 2003 Which was first extended to 1st Aprij

nd gninn territories ang
m 1st January 2000,

T

|
) jmp
0220

wered Committee comprisin

b - Empo g of nine st : o
' mn_sﬂtuted on 17th July 2000 to monitor the decisi?;tr‘-,as ':;?;:ﬂﬂ Mlpratefsi was
| cﬂﬂfﬂﬁnce' in Chief Ministers

| empowered Committee decided to retionajj ;
; lﬁEﬁ Fates g 'se the future rate structure under VAT

NIL for certain goods

1% for gold, silver and precious stones,

4% for certain essential goods and industrial inputs

20% for liquor and some petroleum products, and
arevenue neutral rate (RNR) of 10to 12.5% for other goods. Subsequent decision
faken in February, 2003 is that all states should adopt a uniform RNR rate of 12.5%.

A brief on VAT (Value Added Tax)

What is VAT ?

VAT is a multistage tax levied at each stage of the value addintion chain, with a
. provision to allow input tax credit (ITC) on tax paid atan earlier stage, which can be
- appropriated against the VAT liability on subsequent sale.

VAT is intended to tax every stage of sale where Some valueis added to rax
materials, but taxpayers will receive credit for tax already pald on pr-::ftc:l.art.::.-_rn:ehE
stages. Thus, VAT will be without the problem of double taxation as prevaientin

Present tax laws.

, - with the

 One of the many reasons underling the shit 9 700 B oto. large number
Uistortions in our existing tax structure that carve L:Earke’t In the present sales tax
o small markets rather than one big '

common ; it istripution
: es and distri
trlcture tax is not levied on all the stages of yalue addition or 5@  subject 10
‘hannel which means the margins of distrl

butnrsfretailers etal are NoO
Saleg tax at
at present. g
U8, the present pricing structure needs t0 f

ctor only the single-puint levy com-
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ponent of sales tax and the margins of manufacturers and dealers/retailers etc, arg
warked out accordingly,
Under the VAT regime, due to multi-point levy on the price including valug

additions at each and every resale, the margins of either the re-seller or the
manufacturer would be reduced unless the ultimate price is increased.

Implementation status : States To Introduce VAT w.e.f. April 1,2003 .
The States have reiterated their commitment to intraduce Value Added Tax (VAT)

from April 1,2003, after the Centre agreed to compensate them for any revenue
loss due to the introduction of this new taxation measure by up to 100 percent.

The states, on their part, have decided that all their VAT Iegisiatmn would
have common provisions in respect of all important matters and a simple VAT law
will replace the existing plethora of State laws such as those on sales tax, turnover
tax, purchase tax, entry tax and the like. '

The VAT by the States would have two basic rates of 10 percent arln:l 12.5
percent, which would be revenue natural rates for most items. The two basic rates

have been selected so that States, which have lower sales tax rates, could raise it
to 10 percent while those levying higher rates of 17-18 percent would have to lower
them to 12.5 percent. Overtime, the VAT rates would be merged into one uniform
rate. It has also been decided to phase out Central State Tax (CST) within three
years with the introduction of VAT as this causes distortions in internal trade and
impeded development of a common market,

Problems with present sales tax system :
At present the sales tax is levied on the gross value without allowing any credit or
setoff for the taxes paid on inputs (i.e. tax is levied on gross value). Consequently,
it tends to create the phenomenon of cascading resulting in increased consumer
prices by an amount higher than what accrues to the exchequer by way of revenues
from it. Also, there is the problem of multiplicity of rates, Ajl the states, provide for
plethora of rates. These range from one to 25 percent.
increases the cost of compliance while not really benefitin
preuails in the structure of tax as well. Apart from gene
levy an additional sales tax or a surcharge. In addition
also an entry tax on the sale of imported goods,

All these practices of heterogeneity in structure as wel| ag rates cause diversion of

This multiplicity of rates
g revenue, Heterogeneity
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aswﬁ" = si:nftmg.uf Manufacturing activity from one stat
read taxation of inputs relates 1o verticq integration ? €loancther. Further,
W gm Of taxes militates against ancillary indy of firm

S, 1.e., the existin
stries ,
EP ghpeme s B o = and encourages them to pro-
dhwam . ather than purchase them fro i
3 +iﬂdu5ma$' -

The existing system of
oducers choice of inputs as

!

co it i
mmodity taxes is non-neutral. it interferes with the

. well .as with the consumers's choice of consumption
2 eby leading to severe economic distortions. |

How can VAT address these issues :

yAT would not cause cascading, nor would it cause vertical integration of firms.

Also, it provides total transparency of the incidence of tax. This is because, VAT is

. multi-stage sales tax levied as a proportion of the value added. Itis

col-
ected at each stage of the production and distribution process, and in principle, its

purden falls on the final consumer.

Another feature of VAT regime is discontinuation of the sales tax based
incentives to new industrial units. Until now, all the states were granting such incen-

tives to new industries in the form of exemption from tax on the purchase of inputs
aswell as on the sale of finished goods, sales tax loans and/or tax deferral.

VAT in Maharashtra

Maharashira State has introduced VAT system in Sales Tax with effect from 1st
October 1995. VAT means Value Added Tax. In simple Words VAT system means
paying tax on sales and getting back the tax paid on the purchase. The net ::urd::r;
ofthe tax is limited to the extra tax payable on the difference betweenthe s: er-;am
and purchase-price, which will be equ al to the amount of expenses and profit p

inthe sale price.

d by Act 16
Section 12-A of Bombay Sales Tax Act 1959 has been amended by

' ion the dealers having
of 1895 by substituting Subsection (3). By this new sub sectio

- oods purchased
tumover of above Rs. 1 crore are denied the ciaim ’ res:'!i::; on their resale,
from registered dealers. That means they will h?va tﬂu\?h:n they pay taxes onthe
Which were not taxable according to carlier provisions:

a ald on the
| of the amount of tax p h
fEEa]E'th . ﬁﬂ&d for the [ fun f.t

Jated on
ot off to be caloulates
' d
Furchaseﬁ_ For the purpdse 5ub5&ﬂt'lﬂ'r.1 i Jeduction of resale has been denie
lhe purcha . oods for whic :
se price of the g

Scanned by CamScanner



as been amenfded to Provige
to be paid under \ay s;nr S
gl
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_H and 46-B has b
i@ 42-H @ i which tax 18

ing Ru
on sales side. According asale 0

off on the purchases related tor
: ding of ta
revents the cascading of taxes,
tem thaiepeﬂan omy. There is national cgn%ns”mgﬁ
¢ uniform floor rates by all States ap Uf”'ﬂn
: a solitary excursion into VAT p,, '
Territories removes the apprehension that simplicity o g Ed"“ert

; iciency,
trade to other States. VAT actively Dmm”tizfgﬁ.r neiﬁd not rest here byt 4 il
and is intrinsically transparen elaj

t, The case ; _ 1
orta e
arguments are perhaps no more neede What is more important is to degigs upg

d.
|
the design and features of VAT.

THE MERITS OF VAT

VAT is well regarded as t_hq 5yS o
exports and is neutral in its impact 0

the introduction of VAT, The adoption 0

x was single point tax mostly at first stage

This system of indirect taxation suffered from many disadvantages as el a6

administrative complications leading to multifarious agitations, Nowaday,
there is a global wave to make taxation economically neutral so that it dqp
not affect the economic decisions of the people and the industry, Neg
income tax, the commodity taxes have a wide effect on industrial and tragj,

pattern in the state. Complications in classification of commodities, litigatig,
of rate of tax, shifting of tax burden and thereby cascading the price patterm,

tax burden on capital goods, addition to production costs, are some of the
areas where the present sales Tax system failed to satisfy the principles of

public Finance. Thus in a VAT system the State finally gets the tax on a highet
turnover because the tax received on earlier transaction is rebated or refunded
or set off. Therefore by VAT the government gets the tax not only on inputs
mtrnduced‘iq the arena but also on the expenses and element of profit added
over the original inputs. VAT implemented in Bombay Sales Tax will be clear
from the note given uls 12-A, which energies, the mechanism. of VAT in

Maharashtra State.

In Maharashtra the Sales Ta

T.O0.T. is Abolished
Ir';fedehaa'zr‘fn"s:‘"g‘O“?W of sales/purchases above Rs, 12 lacs but upto R
nhaséa more thal:u 1‘ c;n;*e@h;cﬁi ﬁai;”_? g]'el' d@ea1lers having turnover of safasfpug
oods, excludi s Dt Tl 50% ule
g cluding some specified sales, There was Dr;lfligi:irt]:}?'l ?: Iiﬁlluefc??l'hgdf nor

set off of the same could he clai
: \ i
section 9 is deleted and the TOT ::Ea%aﬁghgaharashtra Act No. 16 of 1995.‘ the

basic tax by increasing th
schedule C part |. 9 e rates of the goog

Resale tax, which is in force il 31 st

~ i ; M '
Implementation of VAT in the state, arch 2005 @0.5% will also be abolished aftef

ot
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\/.ue added tax (VAT .
..Vi:a'-luarded as Wﬂrlf(ilﬁ fE) thas hEE].'] Qalning incrﬁasiﬂg populari .
enred o4 it latariad Stest growing tax. As it is levied Y ST e
arious stages, Itk 'ed as Value Added TAX or Tax on V. on the value added at
on introduced in various European countrie on Value Added. The VAThas

: imi . S as an :
and adopted on a limited scale in France in the year 195?::-.?;:3;2 f:z??t n‘;ver tax
It became

as a way to rationalizati :
siMaharashtra. VAT works to the option of Sales Tax. Rl sl s T el

Concept of VAT

- VAT belongs to the family of Sales Tax. Itis a tax not on the value of thecommodity
being sold, but only on the value added to it by the trader. Consumer is not, there-
fore, liable to pay the tax on the gross value of commodity but on the net value, i.e.,
the gross value minus the value of the commodity purchased from other firms.

In other words, value added equals payment of a firm made to the factors
ofproduction- land, labour, capital and organisation in the form of rent, wages, inter-
estand profits. These payments represent the base to which the value-added taxis

applied.
ed by the following example :Assume con-

[ duction process.
There are nurjnbe'r of stages like work of mines, conv

uction of car.
Manufacturing parts out of the steel and lastly the produc

The operation of VAT can bé explain

ice before the tax.
= ' tage is assumed t0 be 10% of the pri
alue added in each stad 55

Details are given in the table. ot RS. Value added Rs.
Mo Stage Rec o0 5,000

1,000
01 Mini 5,000 10,000 1'500
02 Mmlg?asgage 16,000 15,000 2,000
m g 30000 50000 £ 50
¢ Machine & Spare Parts == & i

! _UE Total Value Added

e, - 2
* L . .
L]
.‘_".'. . ...'.'l‘
; Fsmnegewens®

o
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I mpany se . Ore {4
& that the mining 3551009?-; assuming ng Cogy

2 is 5.
alueﬂziﬁzc:mn ore into Steel sheets anq Se|
ve

It can be seen from the above tabl
the Steel Mill at Rs. 5.000/-. The net v el ok |
at the mining stage. The Steel Mill convens ain converts the steel into varig
them to the manufacturer for Rs. 15.000/- a3 finally the automobile firm mg, -
parts of the machine and assembles the parts, a"{:. ltqs 30,000/-. Suppose, 109 ta
facturers a motor car. This is sold to thEtLEfﬂfgi;Eage's, the total tax ?aic: 2CCounyg
' e na
ol o vl e o o e . ot xon h i comc
; L] ' [ A i ] X 1 E
ity is 10% of its sale value of Rs. 50,000/, which wor th
to the nature of the CoMmaodity,
0%, and Italy 14%. BESIC‘gnqu
se countries and luxuries g,

In European countries, the rates vary ﬂmrd"}gé
The standard rate in UK is 8%, West Germany e
and necessities are exempted from the tax in t
charged at a higher rate.

Method of calculation i
VAT can be calculated either by the additive method or by the subtractive methy

as discussed below:

Additive method : In this method the tax base for the VAT ids the sum of the
Payments made by the firm to the factors used in preducing goods.

Subtractive method : In this method, the VAT is levied on the base, which is
equal to the difference between a firm's sales, receipts, and its cost production. The
tax liability in both the methods is identical.

Consumgffun a2nd income variety : There are two im portant varieties of VAT the

consumption variety and the income variety. The difference between these two
firms depends upon the treatment of capital depreciation.

a) Consumption type : Under this type the firm is allowed to deduct the entire

value of the capital equipment purchased from other fir
countries to follow this system, ms. European

b) Income type : In this type, valye added tax allow '
- : S T,
capital purchases from other firms and a deprecia;ﬂ:\v:; Léea;gﬁ;;n
occurs during the year. This approach gives Proper net value added

-Adva ntages of VAT

a) VAT is quite good an option for
b) Itis said that VAT IS mo | sales: arfé P

. : resent
fits but VAT falls 0

¢) The most attractive feature of V:;‘EES el factors

, ; It encoy,
. Paratively |eg PUrages exports under
burden. This helps th Lo COmMmog|
international mafket ; ﬂﬂmmnmty to COmpetg ii?i?sfttt;et‘ie . Iuv:;er C{EL
Ign goods in

.II'II"I.I-I
.‘ll.ll.'...-.'
k In.,..
.-"
.n"
I‘.

System of corporate
N Wages, interest, and

Scanned by CamScanner



' d= L A
el over tax | ralin for
and turn X s EddEd to Eal:h m of prﬂduﬂtiun |
[ ancourages vertical integrati ale-tr ON. Inthe gag
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Disad’fﬂ“tages of VAT

AT 5)’5“5'"” suffers frqm certain
e pgpulaf. especially in underdeuelnped - On account of this, it has not b
€ un : FS% Bee

VAT system is not a simple t tries for tha |

a) stice, equality, vari uuspex:x System with a view to following reasons.
Mptions ang : acnieve social

adopted. Multi rate system have 1o be

, 'b} VAT system requires that acg

limitations

¢) VAT system is high uneconomic, espec; |
there is a need for elaborate ang cmp;r;g:ﬂ?ﬂ?{:tgle smaller firms, since

d) The argument that VAT increases efficiency i |
crez Cy Is not accepted. In a sca
ec_onn‘['ﬁy, where speculation is practised, hoarding non-competitive Erlid
price rise areé common, producers will not raise their efficiency, |

VAT in India

Eminent economists have been making best efforts to rationalise the present tax
structure in India. The tax Reforms committee has observed that it could be ideal, if
VAT could replace the present system of Central Excise, State Sales Tax and other
ndirect taxes. However, the translation of theory into practice in the present context
is an extremely difficult task. The Jha Committee recommended that the country
should begin with VAT at the ma nufacturing level called Manufacturing Valu?_ﬁ\dded
Tax (MAN-VAT). The main advantage is that it would eliminate the cumulative

undesirable effect of taxation of raw material and other inpults.
n India if VAT is introduced, it will

resources. It will naturally bring
investible resources to

economists that |

ita] and human :
ital tion by releasing

- ltis the contention of eminent
lead to efficient utilisation of cap
aout an increase in the net capital forma

t %
e Ffﬁc!ent SECIOR: 1992 has expressed its view that

3 . - . Reforms, enuine VAT at
The Raja Chelliah Committee 0"‘::;9 gradually transferrec 07 gsis. The Rekhi

_ entE system onagr Tax (MOD
tgﬁ maHUfactLJ:ﬁﬁge Iu-g?.f);l.guch a ‘;'AT ;Z?j:ﬁ: ifa modified Value Added Tax (
OMmittee, 1993 also proposed N7 e
*Don al good inclusive of capital 999
- References
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DR. C.D. PADHYE
C.P. & BERAR COLLEGE NAGPUR.
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 oduction |

it s omputers are becoming a
Lt effect each one of us ag
iﬁ_gﬂ.mwhgre in banks, hospitals, raj
g at home also. ’:'_‘JDW a days ever
4ay or another in his profession.

Computer revolution
Society, Computers are

What is computer ?
. Acomputer is an electronic device which can perform all mathematical as
4ell as logical operation on the numeratic

. pel and non-numeratic data. This organiza-
ion of information or data takes place under th

: € control of set of instructions called
commands. The computer cannot think at al| atleast not

Al they can do is react upon sets of instruction that
When proper information and proper set of
thoose, move, compare, copy and perform ¢

the way human beings do.
humans have given them.

Instructions are given computer can
he operation.

Need for computer:

Before the 19th century all the office work and calculations were done manu-
aly. The manual working were used to produce erroneous results. Consuming
mueh time for completion. Hence there was a need to employ a large number of
workers. On this ground the idea of such electronic machine was first conceived as *
early as 1833 by Charkes P. Babbage. He called it an analytical engine. It was
Wﬂqe'wed because of his frustration with the many error praduced by clerks in
Making calculations, His efforts led to the development of a mechanical machine
~rse of the lack of electronics by that time.

o Thus the need for fast calculation, correct results deligency has led to the
“Velopment of computers in the 18th century and at last in the late 1940's the
lrﬁ?&"}m Were came into existence.

~fnce of computers in Modern Age. R henloay dising %

| Btducge 72 f inovations and mentons ncomputer tchnologydung te
| EWE:*:E <€ has led to the development of micro ElrlLt pELSqnaers SF::ien£ists iusi-
g atile that they have become indispensable to engi : " Th
% utives, Managers administraturs,acccuntants.teacharan;i students. They
- %:5 *rengtheneg mgn’s’power in numerical computation and information pro-

g ang thereby increased the effectiveness pf the organizations.
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Characteristics of Modern Computers. & calculations rapidly and aCCuratgy,

1)

They can perform complex and repetitiv d information for su bsequent mﬂnipﬁ

2) They can store a large amount of data an
i % ed in many di

3) Il?r?:; fm'nfd a programme of a model which can be explor Y differepy
ways.

4) They can make decisions. ;

5) They provide information to the user. iding signals-certain

6) The:: can automatically correct or modify-py providing sig Pa
rameters of a system under control.

7) They can draw or print graphs. - y

8) They can converse with users. Through terminals

Internet

The internet is a worldwide collection of computer networks. If provides

access to communication services and information resources to millions of users

around the globe. This net

work of networks or "Internet" is a group of two or more

networks that one.

Internet Services

The internet offer access to data graphics, sound, software, text. and pecple

through a variety of services and tools for communications and data exchange.
Some of the services are as below. :

1) Remote login (Telnet)

2) File transfer (FTP)

3) Electronic mail (email)

4) News (USENET or Network news)
5) Hypertext (www)

Internet is the cheapest and fastest means to
a) Get information

b) Provide information

¢) Compile information

Capabilities of Internet

1. Interactions

2. Collaboration

3. Glabal Dissemination
4. Integration

9. Customization

6. Electronics commerce-gy g :
Pport f in ;
ventory, and delivery tracking or Hine Ordering, Purchase orders, in
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-'.D;ﬂ';"merce ‘o5 commerce is

B Emﬂtmm? rmet. Th If gradually changing the way whi

g 2 i _ o i

. _.ﬁa'ndu _ad tm:;rnposed b tt;:;ra .cnmm'%f‘ﬂe graduate wit’y;m ne!cg i
s e chalierlg‘ﬁ‘ ! }" e increasing demand for = ‘tﬂ be prepared
for maintain Electronic commerce system. B professionals who can

Iap an H = BY o
gevel%P> o rce curriculum some alteration s rEquireEé amining the present stan-

gard ﬂﬂprﬂfessiunals who comes from commerc
R - e i i

e, example Eﬂiﬂ';mthﬂibltcdrelation adWﬁi;ﬁ;ﬁT;n:; 2;":':"&"55 disci-
counts: They have i‘i n he; andwagon to offer E-commerce soluti ultants, ac-
655 enterprises an prea;: o potential customers, That life withumcgs to busi-
o ght are, Eqslness en erpnse'a worldwide are beginning to fill the E_C'mm may
industry stalwarts and business executives are begining to seek ;1"; :luake_
vers o

cous question. for examples.

commerce

pume

1. Will E-com redefine the industry?

2. ;‘;’:ﬁ':ﬂiscr?m bring structural changes in the industry and business organi

3. |t is an opportunity or a threat?

4, Will it give a break through in revenue realization and cost management?

5 How the companies execute their core business processes? .

6. How values are created and distributed within industries?.

7. What difference will it make to the market place?.

8. How will E-Com. effect aglobal economics?
Against this customers have a very different perception of E-com. Some
of the questions raised by them are

1. Is it online shopping to order an emergency present?

" 2 Itis in-line stock and bond transactions
3 |g it ordering tickets for a movie from home?
4. Is it about how customers are served?

gs to different groups. A consumers re-

E-commerce means different thin
onvenience, access to the global market

sponse to these questions will focus on © I GVIOE
savings and bargains. Merchant's response will focus on competition in industry.

global reach and customer relation. Howeven the response of a large business il
take into consideration a number of factors including creating real values through.
T;*E transformation of core business processes, lean and efficient operations sup-

Ply ¢hain for cost management and operational efficienty - -
ha In order to undeEstand E-com and comp!’ahand its potential itis gssential to

Ve detalled knowledge of how business operate. :

ers, service
-] The entities a Eumpany interacts which are suppliers, custom s domed
yeid"ﬂ'ﬁ channel partners, em ployees andr
: f a_"’h of these entities can be describe
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- receive rem
1. Employees : Employees work for the nrganli;rﬂatft";:gger el bt ::E;hnn i
their work. They are free o leave after the cur:: ture larger than that of 5 ¢ !ts tangg
beyond the organisation. The company higs a 54 although indispensam; ' Clian
of a employees. For a company, its ?mgpﬁibt’ﬁﬁv * 88 a
important a : ities it is dealin e =t :
2. cusmm:rﬁecﬂt;ﬁ%e;gt'm the people of qrgal"ﬁﬁat'?hn: ;:gi:r?eihe cﬂmpaﬂy's
product and services. The customers may not '"teﬁaﬁe m for distribul::artners'
3. Channel Partners: Channel partners is a genentic E:l g e, d-':q*‘aiﬁrs,
retailers, franchisees, associates, diffliates or anyone wno p_?;‘: : tE N deliver,
the goals or services of the company to the customers. , .E;f IMeract wity the
company directly or with each other to provide the company’'s interact to CUStomg,
he raw materig| 1, the

4. Suppliers : The suppliers are organisations that supply ir
company. They play a very important role in product quality and developmg,,

They may be dependent on other suppliers. ‘ _
5. Service Providers : Service providers include providers of all kinds of sep

to the company, like banks financial institutions, courier and transportation comp,.
nies, Insurance companies, advertising agencies, auditors, solicitors, providerg of
utility and so on. As these services get more specialized the importance of the;
role increases.
6. Regulatory Authority : It is the generic term for all agencies responsible for |3y
enforcgment. These include central monetary authority, federal and local tax bodies
agencies related to environment, pollution, employee welfare and so on.
Similarly all other business pracess translate to sharing of information be-

tween the various entities interfacing with the business.

7. Conceptional Framework of E-Com :
E-com is a shift in business paradigm to seamlessly i '
‘ ) Ss p y Integrate the various
business process through dissemination or real time information. with advent of the
Inernet and its subsequent popularity, business found it to be an effective meansto

transactions started to take place on the internet thro : :
QA ugh
process was called 'Sale' and the associated l:la:fmen:;1 fn:t}f trjit; Sgﬁ-tl:;ibUSIness

This involved electronic transfer of information among the customer, the

bank and organisation.
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