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Introduction:

This paper focuses on the process of introducing the Goods and Services Tax (GST),

nt stakeholders and the contentious issues. The Goods and §
ax implemented in India and it hes been made clear that4g
¢ — both by the centre and the state to levy the taxes on

form. GST is the only ¥ '

bringing out the perspectives of differe
Services Tax (GST) is a value added t

there would be a dual GST, taxation powe

the goods and services Almost 150 countries have introduced get in some

indirect tax that directly affects all sectors and sections of our economy. Goods and service tax is3

a new story of VAT which gives a widespread setoff for input tax credit and subsuming man

play an important role on the economy t}i‘:ﬁ

Analysis of the tax levy can be exte}l:

affected sectors of production in the economy. Such domestic and international factors lead to®

inefficient allocation of productive resources in th economy. This results in loss of income ands

welfare of the affected economy.Even though the country has moved on the path of tax reformg

since mid 1980syet there are various
mpetitiveness of the Indian exporters.

issues which need to be restructured so as to boosE

productivity and international co

Objectives of GST:-
1. To eliminate the cascading impact of taxes on production and distribution cost of good} 8

and services.
2. To streamlinin ading effects i 3

g indirect tax regime in India which can remove casc
supply chain till the level of final consumers &

3. To restrict on frec trade of certain goods and products.

4. To widening the dealer base to increase central revenue through indirect taxes.
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Relevance of GST

Goods & Service Tax (GST) or VAT serves the purpose to impose a broad-based tax on
final consumption by households. Hence, GST is a comprehensive tax levy on supply of goods
and services.

1. Both Government and Industry are keen to implement GST

2. Governments are looking at increasing the tax base and tax collections (i.e. Increase

revenue buoyancy) through GST

3. State is looking at GST as a window for taxing services

4. Centre is looking at GST to go beyond the point of manufacture

5. Industry wants GST to eliminate the cascading effect of taxes

6. Harmonization of taxes.
Fea’tures of GST Model
Harmonized system of nomenclature (HSN) to be applied for goods.
Uniform return & collection procedure for central and state GST.

PAN based Common TIN registration.

I I

d"account of receiving state.

%ggwmg state on verification.

7. Submission of declaration form is likely to be discontinued.

8. Limited flexibility to be given to Centre and States for exceptions like naturaldisasters
etc. :

9. Simplified structure to reduce transaction cost.

10. Separate rules and procedures for the administration of CGST and SGST.

Proposed GST Model for India
1. Indla is 0pt1ng for —Concurrent Dual GST model. The need for a Dual-GST model
~ isbased on thefollowing premise: :
2. At existing framework, both levels of Government i.e. Centre and State, as per
Constitution holds concurrent powers to levy tax domestic goods and services;
3. The proposed Concurrent Dual-GST model would be a dual levy imposedconcurrently by
the Centre and the States, but independently;
4. Both the Centre and State will operate over a common base, i.e. the base forlevy and

imposition of duty/tax liability would be identical.
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5 To understand the operating procedure of —Concurrent Dual GST Model we have 1o
consider the tax/taxes which shall be levied as per place of supply of goods and services

6. SGST - State Goods and Service Tax

7. IGST - Integrated Goods and Service Tax

8. Additional Tax ( upto 1%) to be levied in case of inter-state supply of goods, which is

non vatable item. Hence, no input credit available on such.

Impact of Goods and Service Tax
Food Industry :The application of GST to food items will have a significant impact on those *

who are living under subsistence level. But at the same time, a complete exemption for food

items would drastically shrink the tax base

Housing and Construction Industry: In India, construction and Housing sector need to bel

includedin the GST tax base because construction sector is a significant contributor to th

national economy. "1

i t‘soéas to keep overall GST rate low. Thi .
HECBIBURNEY

bring about significant tax gains and mﬁiEc £
will have the added benefit of ensuring that all fntér — state transportation of goods can

tracked through the proposed Information technology (IT) network.

Impact on Small Enterprises: There will be three categories of Small Enterprises in the GST
regime.Those below threshold need not register for the GST. Those between the threshold and

composition turnovers will have the option to pay a turnover based tax or opt to join the GST

regime. Those above threshold limit will need to be within framework of GST Possibl
downward changes in the threshold in some States consequent to the introduction of GST m

result in obligation being created for some dealers.

Opportunities:-

1. This will be the major contribution of GST for the business and commerce. At prese.

there are different state level and centre level indirect tax levies that are compulsory 0

after another on the supply chain till the time of its utilization.
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2. It is expected that the introduction of GST will increase the tax base but lowers down the
Tax rates and also removes the multiple point This, will lead to higher amount of revenue
to both the states and the union,

3. If government works in an efficient mode, it may be also possible that a single
registration and single compliance will suffice for both SGST and CGST provided

.government produces effective IT infrastructure and integration of such infrastructure of
states level with the union.

4. One of the great advantages that a taxpayer can expect from GST is elimination of

o mulnphcny of taxation. The reduction in the number of taxation applicable in a chain of
transaction will help to clean up the current mess that is brought by existing indirect tax

- laws. ' .

5 Under GST mechanism, the cost of tax that consumers have to bear will be certain, and

==+ GST would reduce the average tax burdens on the consumers.

 Challenges:-
: | 1 -'Ihe'th:eshold limit for turnover above which G$T would be levied will be one area

whlch would have to be stnctly l ¢ of z;ll, the threshold limit should not be so

- costly than the amount of rev@ﬁ%&- 5, é!@“*’he first impact of setting higher tax
threshold would naturally lead to less revenue to the government as the margin of tax
base shrinks; second it may have on such small and not so developed states which have
set low threshold limit under current VAT regime.

2. The taxes that are generally included in GST would be excise duty, countervailing duty,

A: cess, service tax, and state level VATSs among others. Interestingly, there are numerous

 other states and union taxes that would be sﬁll out of GST.

| '3, There will two types of GST laws, one at a centre level called ‘Central GST (CGST)’ and
' the other one at the state level - ‘State GST (SGST)’. As there seems to have different tax
rates for goods and services at the Central Level and at the State Level, and further
division based on necessary and other property based on the need, location geography
and resources of each state.
Conclusion:-
GST plays a very important role in Indian Economy it is One of the biggest taxation

reforms in India ~ the Goods and Service Tax (GST) -- is all set to integrate State economies and
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boost overall growth. GST will create a single, unified Indian market to make the economy 7
stronger. Experts say that GST is likely to improve tax collections and Boost India’s economic 4
development by breaking tax barriers between States and integrating India through a uniform tax
rate. Under GST, the taxation burden will be divided equitably between manufacturing and 4§
services, through a lower tax rate by increasing the tax base and minimizing exemptions.GST is ,"
the most logical steps towards the comprehensive indirect tax reform in our country since g
Independence. GST is livable on all supply of goods and provision of services as weIlg
combination thereof. All sectors of economy whether the industry, business including Govt.
departments and service sector shall have to bear impact of GST. All sections of economy Viz., ]
big, medium, small scale units, intermediaries, importers, exporters, traders, professionals and 8

consumers shall be directly affected by GST...
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