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GST an LR

Introduction : The union fing
the budget speech has reiterated
the smooth introduction of
then neigh effect from Apri|
many mare exercised had taken place mean
While central govt. position ruled changed for and

duetoinadequate preparation of GST has delayed
and finally bill regarding on GST was, passed in
both the houses and land employment. Since, 1-:;
of july 2017 the journey of GST signify under the
Chief person of Asim das Gupta who was leading
the concept of GST fram 2003 and it has slapped
by announcing the exact ment in India set tax as
unpleasant for all, L5 A T il \
auscA major that inform initiative line the
Introduction of GST however required
“ansiderable prepa ratory,. work. Mthm_'ﬁh
Sustained progress has been made in refostery in
‘entral excise duties into a ‘CENVAT’ and the
“seadiye type state sale tax in to an extra state
VAT Much more preparatory works needs 1o be
done before mﬁufnﬁ over to a comprehensive GS.
Iindiathe.introduction of (MODVAT) In 1986 of
. ting the Central excise duty with more then
é_iu:l.ztase__mthuut. -adequate prepa ﬁ_!tin;'_!t I":Edl hti*
for Iﬂﬁdt‘."ﬁ"rﬂ%_l:lalmlqg credit as Socie g:: Stinues
38 Which were ald andthis Cont

%;ﬁhe.m system. 50, adgquﬂ'-‘fhl ;
Yemaray o 12, taken. in reBard B o
V19N of GST, still the many deficienciE= =

nce minister i
the resolve for
Boods and Services
2010 however after

¥
L 1 3 =4 i
Rl nE
B

Prof. Dr. Ashok Gavhanksr

offer the implementati
nt :
Since, its 210N of 65T in many manner,

rate decid ;
services as tax an it T:: il:EuE?E:E f?f sc
also complicated and indeed gout minyT!'E
hold the .meeting and with GST Council and
:rﬂu::lﬂ:ﬂ s newly implemental GST tax
reseutarent among the producers,
manufactures, aaregoingon andnotstable.

i Copstitutional changes : The proposed dual
GST requires both central and state govt, ;huyrﬁ
have the power to tax both goods and services up
to the retail stage. After the amend cent to the
constitution a separate entry (g2c) was inserted in

‘the Union list to employer it to heavy its tax on
services. Prior to this the service tax was envied on
the basis of residual power entrusted to the Union
govL. in the constitution. However, the goods are
concerned the Union govt. can levy. (duties of
excise on tub ace and other goods manufactured
or produced In India (Entry 84} . vauft
Policy and Institutional Reforms ; A, number
of Reforms measures have to se under taken by
both Centraland State goyt. beforeimplementing
the G5T and those should be initiated wi!'l'!ﬂut any
lost of time, In the case of tax on services,the
form is even more fundamental, The Centre has
continued the selective taxation, of services in
spite of the recommendation of the expert on
Service Tax, In 2001 that the tax should be convert
ted Into @ general tax, with 3 small list of
exemptions for equity as administrations segsans

L

=

L e

.

? t;ﬁ H};ﬂE‘ﬁiﬂ_ 5—_"__
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and small negative list of services with significant
externalities levying a general tax on services will
obviate the need for designing each service anly
“sarene’ will need to be designed reforms at state
end. The reformed required to levy the GST at the
ctate level are equally formidable. The state govt.
should be empowered to levy taxes on senﬁcas: g
comprehensive G5T al the state level _whmh
provided -complete input the tax credit and
refunds the taxes on experts antirely required that
the state should have 3 concurrent power to tax
corvices. In they are assigned powers to levy taxes
only on services falling within their geographical

range then crediting input tax on with interstate
span is simply not possible . It will who make tl_'ne
od and concurrent

State GST extremely complicat
power to tax senvices to the states, however,

creates to problem of assigning revenues from
sarvices the problem of assigning having
interstate jurisdiction e.g. like Telecommunication
khe services are generated somewhere
plrchased somewhere  use, Consulted in a
different place and paid forinyet another place.
\GST structures - It Is also necessary to have'a
re-look at“the structures of state GST.” The
empowered committee of state Finance Minister
has been discussing this Issue and the available
information is that they are thinking its various tax
structura’ rate link to 28% of cause the Central
Govt. may ‘provide comfort by stating that the
losses to any state would be compensated to a
ceértain number of years. il
" I'Révenue 'Neutral Rate 'and compensation
payable ~ The report that the National Institute of
piiblit ‘finance and palicy has ‘Mu
determined the revenue neutral rate CRNR as 27%
has unnecessary Inflamed the debate. The
present tax segimy generally levies exersice ‘at
12.5% and value added tax (VAT) at 14.5 % leading
to'an agl,gregate-uf-l?%* so the GST appeases to
bring is write on ratio Cmstitution amendment bill
(CAB) stew calmly provide that the RNR will hat

exceed 18 % but the debate had taken blesg 3
urgent the following issues water to RNR y, by
car be determined anly If the tax base o Uy
fiability thus had the exemptions and

structure (s agu ed upon while cﬂmpu;;ngmh
for centre is relatively simple computing the

for state indindully is a difficult tool at .'gﬁ;l“-

impossible at lorry given difficulties in Eﬁtimn-,[
the projected shame of service tax state wis
alacrity for inpul tax credit at the AN |
objectively computed and the tax eff
collected by both the centre and the state the,
sllow be to weed for ostentation the'py
determination will thus essentially be aigss,

faithinthefirstyear. : |
GST Counsil and Government- Article 173

the constitution amendment bill (CAB) proviis
the impartant manubstation of GST guild thidk
to ability to enforce to its seeommandation int
teconds every decision of GST Council sectios!
and 5 talk seecommawations of the G5T cownd
This ambivalent attitude' to the Binding of te
council tell'll derive it of much néed strengthiité
allowing free play to “states to impleme
whatever brand of GST they’ wish™frt
compotinded by the defirition of GST Proposed?
the CAB as any tax on supply of good as uﬂﬂﬁ"
the GST thuds should be ‘animated B
consumption' type !'.'I’a‘ll;.lia*f'-’i!ii:h:lii‘':I"t'i:‘_'Ij
récommended by the G5T council at th?
council Is only to wanes f!ﬂm'ﬁinded1W
anise as the state need hat comply within the J
S0 YUnder the~ GST 'native' the *bure”
tavation will be" allocated fluidly BEVS
manufacturing and services' By-1ower’ ‘m’;
résulting i’ increased- tax ‘base and My
exemption is anticipated to help in b'ﬂéh'ﬁﬂﬂ |
effective and transfrant tax édhlnisﬁ‘aﬂ‘fn':,'
expected to'remove the cascading Eﬁeéﬁﬁ:- !
and ‘help in ‘establishing of 'cummﬁh'i[_'{'ﬂﬁ
wound In urgent inviolate'tax system cént™ y
tax (GST) Is”pald‘of Gn ‘Intrastate’comme™

o g G S e e e T 18 e <o e G

A
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goods 2% standing rate of G5T is levied and
distributed to exporter state as its origin bated tax
The Input credit of GST cause offset with GST
liabilities only but in proposed G5T tax negative
GST is levied on Interstate commerce and supply
both is goods and Services sue to this an effective
politics system will come cap which will present
the tax lading through alone housing by big
corporate this will protect small and medium
enterprises from unhealthy cooption of big
corparations no G5T unhealthy completion of big
corporation No GST will be levied an exports
because of which input credit of exporter will hat
be affected and he/she can use those input credit
infurther

Concretion & GST reform is essential and it will
be a land work in the history of tax reform in India
in 3 cpen market economy in Indla it is necessary
to minimize the distortions caused by tax policy

and simplify the tax to minimize compliance cors
nevethcess it Is necessary that this maver reform
initiative should be proceed by sufficient
preparation to ensure a smooth switch over
considering the present state of puronedencess
the prospeet of making a smooth transition
hopefully both centre and state povernments will
Imitate it with very causefully eustead of chaufing
tax rate structure frequently Reference -

1) Feasibility of introducing GST April 2010 -
M-Gondia —Rao palitical and Economic Weekly
July 182009

2] What is the implementation of the goods
and devices tax political and economic weekly
Sept-12-2015

3) GST in India A rep tax reform Monlks -
Sharwat Upaasana Dhoria JRF, Delhi-University-
India
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£5T is one of the, most n:ru.:E_q_i_i_-_aﬁ .-Efum 'én

india, which hasbeenlong - . %
pending. It was suPpﬂsed tﬂ I:se Implememgd
from April, 2010; but due to pcﬂmm! issues am:l
conflicting interest. of various stakeholders it is
still pending, It is a comprehensive tax system
that will subsume a_il. Indirec_t taxes of states and
central government and unified economy into a
teamless national market. Itis expected tp:ir:;-n
out wrinkles of existing indirect tax._ws:_em_and
play a vital role in growth of India. This paper
presents the narrative of GST.

As the Government, hauIs TJ'IE goods ; 3“"
seérvices Tax (GST) as a new m;ﬁde cure, fnr blacl:
maniey, tax terror a segmented domest ic market
and revenue shortage. Canada Government
implemented GST in 1993, It is.a greattax which
replaces myriad central land state level indirect
“%e5. It would boost economic Efﬂ“’th “Bﬂﬁ"al
"MiEgration and revenue at all levels of the
EDVErnment provided it is. done right. It, h Ww
“ssential that first we. have to undﬂﬁ'ﬁ'“d how
GST practically works. It is a tax on the value
*ded 10 purchased supply. whethEJ' E':“:'ds o

.EWIEE&bEfﬂrESuIdE_lEEIn.- T

= 1t FLb r o St T

e AR g

Sl * Dr HA Hudda,
o« Nagpur
Hﬁﬂr:h methudnlnﬂ _

A is explanatory anal'ﬁls pur&lr bﬂﬁﬂd nn
st’,ﬁnngarfdajta uf#:ﬁer:ntpulgﬁmeﬂzm_dlﬁgfgr!t
papers and daily newspapers,. m@ﬂn&shgp#
athﬂrguwrnmentsuurces - .
Objectives: (i) to merge allindirect tammﬁil'

(i) GST, -:nl_f ection should be I__::E_I_I_I_J'E"'_‘f
I:reated - \ 4

4 From explanatmn pnml of view,
hwntheb:al example of four stages of value
addition of whl:h the first has no pur:hase Inpﬂts
l,'n:u!lieatiun of Iac fmm the forest) and the last is
saleto thaf‘mai consumer, Assume the -:nmhnnﬂd
GST rate is lﬂ%, i Ihe value addrtmﬂin stage 1is
100; sale to stage 2 pmrﬁ-sjng wuuid load a tax
of 1-:]!' the ualue added and stage 1 supplier
would, pay t the Goyt. 'mt of lﬂf The stage 2
progessar pays. 11l:|'..|"- fur his input ﬂf which -
10/- istax. His 1 ualue addttmn is’ ﬂ]f— He has tcr
[uad 10%of Hupees 15m"= asor 151'- astaxon h is
5up|:ll!.l' to stageé- Processor, .;.r the  Rs, 15 he
collects as 2 tay and claims input tax D‘Edl'l'. fnrr-t:p
10/- which he has already lﬂndﬂ! aver tu

supplier-1, wha in turr, has credited it to the

Govt. . He pays the Govt Rs. 5/- aﬂax.stage-a

__-:_—l—_.—
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‘OCess input cost is Rs,165/- of which Rs, 15/- is
i, He adds Rs. 40/- worth

of value and sales the
roduct

10 @ retail outlet for Rs.190 plus tax of
5.19/- He has already paid Rs. 15/- of tax to
upplier and so paystothe Govt Rs. 4/-. The retail
utlet adds value by procuring, stocking and
elling the supply. Suppose he adds value of Rs.
\0/-, his selling price is Rs. 220/-to which he adds
hetaxof Rs. 22/-: he takes credit for Rs. 19/-and
J3Ys to the Gowt Rs. 3/-. The tonsumer pays the
tax of Rs. 22/- which is 10% of the price. The

Government collects Re. 22f-, i.e., Rs, 10 from

supplier-1, Rs. 5/- from supplier-2, Rs. 4/- from
suppliers-3 and Rs. 3/- from the retailer outlet,
With GST, the tax component in the final sale is

the total tax element in the price of the product
when sales tax departmient has collected the tax,
the consumer pays It on price that includes
several layers of cascading taxes paid in the
previous stages of value addition. A FICC study
estimated that a branded consumer product

could contain a tax element nearly 40% of its rice.

G5T would eliminate  that and bring tax

transparency. But for that to work there should
be no exemptions. GST has a built-inincentive to
comply. If you collect tax from your custame r,can
you claim input tax credit since your customer
will claim input tax credit, You cahnot but pay thé
govt the tax you have collected, Exemptions
disrupt the chain and load tax on tak (If a price

includes tax on which no lnput tax credit can hE
availed, e.g., diesel), i

Practical Example on G5T ,

Stege m,ﬂ:ﬁ- .l-'!ﬂ'.l;_” Tn'nl\im

1 0s0=0 100 W0x01 e E

2 wo+0=i10 | 5 ﬁm:ﬂ:m . _ -

3 150 = 15= 188 | 40 nm:#:m ;
4 160=10=208 | 30 [1!};;2] :IHI .

Bye-unified market > !
Exempting a product from GST Wil
it of the tax burden. It carries on its anﬁﬁ .
pack of biscuits; unless the ﬁquif'_rﬁiﬂi,r
manufacturer, printers, 'su'gar“li‘aﬁ;;! T
producers, advertisers, ti'éiis'ﬁﬁﬂ-'“""'
providers, electricity utilities and " 3ii"§
suppliers of goods and services that have'
into its manufacture and diﬂtr!hut|ﬂnﬁ )
exempted from GST as well the biséuit pa
the retail outlet will carry atcﬁ?nulatedﬁi.'
the retailer has to pay that built-in tax. hi'.'

recover it in his final price: OAly the nxhﬁ‘g
retailer’s value added Would be aveided ca

GST Council fix of 5 pthe dual Central and® S
GST rate? Decisions ara mandatﬂl"f The! tal
have the right td 1&gislative SGite IGUSTGST Re
This c cnnstlmtinnal ri’ght is'not being’ taken '"r-
by the Elnd amendm enfth at has ndwhﬂgﬁﬁ

Parhamant t:annnt fix 'a ‘peak’ combint
rates as it cannot legislate’on '3 ‘state sub .':
Assorted exemptions mean that there “ﬂ]rn
unified markets. States will“malntain bort
check posts that wiil ¢ examine every  consign”
for exempted goads. Exempticns also’ bres
automatic audit trail that GST generates to°

ot =g wferererdts srd-antoreg

Ve 8% AT <& et zove L e Ef:
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o Ncome. A flawlags
Esﬂhat R alcnhnl, Petroleum Products and

eal estate can work fiscal magic_ The onethat s
ol will “create a complianes nightmare.
gpecially if the proposal to tax Interstate
consignment transfer of seryjcac 95 well as of
goods becomes the part of jay,

~ The authority’s Willingness
the Goods and Services Tay rates and make
compliance easy for smajer tax payers js
overwhelmingly accepted. Some Convergent
rates would reduce Classification, dispute, bogst
revenues and make Production more efficient
and .easing compliance will make transaction to
thfél-lnew tax system |ess painful, Four tier GST
with.rates varying from 5% 1o 28% without

:E"iu_'r_!fﬁ_ig'_'-thg Cesses. Also the same kind of
p’fpjﬂﬁqt_iun “has: different rates and such
divergence in rates will only add to classification
disputes. The current tax/GDP ratia-combined of
the centre and states is about 17% of which

about 5.7% comes from direct taxes. Indirect
8xes that have been subsumed in GST account
for about 7% and the balance comes from

Petraleum ﬁr‘qéi_u:ts, customs and stamp duties

that are Gutride GST, Therefore, the maximum

GST fate about 14% would enable the
Eovernment réstructure more than a current
fevenue. 1t is eminently feasible to have a single
Moderate rate for ail goods and services. Finance
Minister ang GST council arranged the meeting
1 06 Ot 2017 and had revised the tax structure
“Nder the perview of GST and changed the tax
e and_some basic narrative. The positive

'O converge

_---'-'-—--.___
pm&ﬁ':ﬂm and associated E\%\\\\__

perts have eEntountered in the
of new tax. Rates have been reduced in
27 items: the turnover below which a supplier
tan opt for the compaosition scheme and not pay
GST has been raised from pe. 75 lakh to Rs. 1.00
Crore. People with Up to Rs. 1.5 crore turnover
can file their turnover returns once in three
manths rather than earlier condition of every
month and exports will get the benefit of
Exemption on thejr Inputs although paying a
0.1% GST to enable their sy pplier to claim input
tax credit till April, 2018. Gove rnmant has given
the huge relief tg small traders and
comprehensive in rate cut to SME’s, The govt has
allowed input tax credit to be claimed on
monthly basis even by those who buy their
supplies from those wha file their returns once a
quarter. lewelry traders now exempted from
Maney Laundering Act and threshold limit for
purchasing gold and submitting PAN from Rs.
50,000/- to Rs, 2,00,000/-, Revised charge
system of imposing the tax also close sa raw
material seller gets exemption from tax burden.

role-ayt

It has entirely predictable that rushing
inta GST without .adequate ground wark .and
time for economic experts to learn to comply
would cause huge pain, If dance. we must while
yet learning to walk. Let us do it with all clear and
mutual support we can summon,

Reference
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