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Impact of Goods and Service Tax

Agarwal Nileshkumar

K.J.Somaiya C ollege of Arts & Commerce

Abstract: This paper is an analysis of what the
Scenario. Here stated with a brief description
Then the need arose for the

Jmpacf. of GST (Goods and Services Tax) will be on Indian Tax
of the historical scenario of Indian taxation and its tax structure.

e ) "h""g(_’ in tax structure from traditional to GST model. GST has be detailed discuss
in this paper as the background, silent features and the impact of GST in the present tax scenario in India. The

Goods and Scfwccs Tax (GST) is a value added tax to be implemented in India, thedecision on which is
[u'miling. GST is the only indirect tax that directly affects all sectors and sections of (;ur economy. Ignorance of
law is no c{\;cu.ve .bur is liable to panel provisions, hence why not start learning GST and avoid the cost of
ignorance. Therefore, we all need to learn it whether willingly or as compulsion. The GST Implementation is not
vet declared by government and the drafting of GST law is still under process and a clear picture will be
available only after announcement of Implementation. India is a centralized democratic and therefore the GST
will be implemented parallel by the central and state governments. In this article, I have started with the
introduction, in general of GST and have tried to highlight the objectives the proposed GST is trying to achieve.

Thereafier, I have discussed the possible challenges and threats; and then, opportunities that GST brings before
us to strengthen our free market economy.

Key Words: GST, SGST, VAT
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History of Taxation: The word tax is derived from the Latin word ‘faxare’ meaning to estimate. A
tax is not a voluntary payment or donation, but an enforced contribution, exacted pursuant 1o
legislative authority" and is any contribution imposed by government whether under the name of toll,
tribute, impost, duty, custom, excise, subsidy, aid, supply, or other name.”

A share of the crop was the tax. In India, the tradition of taxation has been in force from ancient times.
It finds its references in many ancient books like Manu Smriti ' and 'Arthasastra'’. The I.slamlc rulers
imposed jizya. It was later on abolished by Akbar. ﬂowever, Aurangzeb, the last prominent Mugl?al
Emperor, levied jizya on his mostly Hindu subjects in 1679. Reasons fo.r-thls are cited to be ﬁnanc_lal
stringency and personal inclination on the part of the emperor, .and a petition by ti}e ulema. The penc_Jd
of British rule in India witnessed some remarkable change in the' whole taxation system of India.
Although, it was highly in favor of the British government and its exchequer but it incorporated
modern and scientific method of taxation tools and systems.

In 1922, the country witnessed a paradigm shift in the overall Indiaq ?axation system. Setting up of
administrative system and taxation system was first don_e by the .Brmshers. Broadly, there are two
types of Taxes viz. Direct and Indirect taxes. Taxes in .Indla are levied by the' Qentral Government apd
the State Governments. Some minor taxes are also levied by the local guth'orltles such as Mumcxpahty
or Local Council. The authority to levy tax is derived from the Constitution of India which allocates
the power to levy various taxes between Centre and State.

Introduction of GST: Introduction of the Value Added Tax (VAT) at the Central and the State level
has been considered to be a major step - an important step forward — in the EtobeBt fudrcot tax
reforms in India, If the VAT is a major improvement over the pre-existing Central excise duty at e
national level and the sales tax system at the State level, then the Goods and Servmes Lig (G'S-T) -Wlu
indeed be an additional important perfection — the next logical step — towards a widespread indirect
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the State Finance Ministers on 10.11.2009, it has been maState ‘o levy the taxes on the Goods ang
in India, taxation power — both by the Centre and the

: m. While countries such
Services. Almost 150 countries have imrodu;:;d Stsg sill?glzorl:tz, fI‘(I)llt-ionesia has five positive rat:ss,
Si e and New Zealand tax virtually everything : lies only to goods and th
au;.g:(])) orrate I:md over 30 categories of exemPt_ions' ln‘ Chmé's,? Sr:tengf some countries are giverex
provision of repairs, replacement and processing SErvices. - ore Sweden New Zealand Rate of
below. Country Australia France Canada Germany sapan S.mg?p ost 150 countries there is GST o
GST 10% 19.6% 5% 19% 5% 7% 25% 15% World over in alm

VAT, which means tax on goods and services.

Under the GST scheme, no distinction is made between gOOdS_' and sirYlC.es f:; l\iﬁﬁguiﬁ;?;elgg él:rrl
words, goods and services attract the same rate of tax. GST 1s a mu tc;;lt:'lrtax e
of tax fall on the consumer of goods/ services. It is called as value a S b (bl 16 pay tay go i
tax is being paid on the value addition. Under the GST scheme, a Pe::j‘m ot input tax credit (ITC) on
his output, whether for provision of service or sale of goods, is entitled to get 1np

the tax paid on its inputs.

Objectives of GST: One of the main objectives of GST would be to ehmma?e the cascaccill_ng 1r;¥:act
of taxes on production and distribution cost of goods and services. Thc. exclusion of casca ing e eFts
i.e. tax on tax will significantly improve the competitiveness of original goods and services which
leads to beneficial impact to the GDP growth. It is felt that the GST 'would serve a superior reason to
achieve the objective of streamlining indirect tax regime in India which can remove c.:asgadmg effects
in supply chain till the level of final consumers only when all such above mentioned indirect taxes are
completely included in GST. It is understood that alcohol, tobacco and petroleum products will not be

enclosed by GST as alcohol and tobacco are considered as Sin Goods, and governments do not like to
allow free trade on these property.

4. Challenges:

With respect to Tax Threshold: The threshold limit for turnover above which GST would be levied
will be one area which would have to be strictly looked at. First of all, the threshold limit should not
be so low to bother small scale traders and service providers. It also increases the allocation of
government resources for such a petty amount of revenue which may be much more costly than the
amount of revenue collected. The 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.

With respect to nature of taxes: The taxes that are generally included in GST would be excise duty,

countervailing duty, cess, service tax, and state level VATs among others. Interestingly, there are
numerous other states and union taxes that would be still out of GST. :

With respect to number of enactments of statutes: There will two es of GS
centre level called ‘Central GST (CGST)’ and the other o 2l e

ne at the state level - ° ‘
(SGST)’. As there seems to have dtﬁ'grenttaxmesfmm st : fe lovel - “State GST

services at the Central Level
property based on the

With respect to Rates of taxa R s, :
state’s necessity of funds. ' n accordance with the
Whenever states feel that they

ideally, they should have pow ised expenditure, then,
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With respect to tax Management

3 P and Infy
ghey are goIng 1o make GST 5 astructure- d
Simple ope, Suc * It depends on the states and the union how

sdministrative measures and policiaslons of the System, which lf:gsrnzop?li;ci'ﬁoilmaﬁ?geﬂal “with the
y gh conformity with the

* System of comprehensive set-off relief,
e Subsuming of several taxes in the GST
* Removal of burden of CST.

Salient features of the GST model:

. x GST shall ha.ve IWo components: one levied by the Centre (referred to as Central GST),
the other levied by the States (referred to as State GST). Rates for Central GST and State
GST would be approved appropriately, reflecting revenue considerations and acceptability.
¢ To the extent feasﬂ)lg, uniform procedure for collection of both Central GST and State GST
would be prescribed\ in the respective legislation for Central GST and State GST.

e The States are also of the view that Composition/Compounding Scheme for the purpose of
GST should have an upper ceiling on gross annual turnover and a floor tax rate with respect to
gross annual turnover.

* The taxpayer would need to submit periodical returns, in common format as far as possible, to
both the Central GST authority and to the concerned State GST authorities.

e Each taxpayer would be allotted a PAN-linked taxpayer identification number with a total of
14/15 digits. This would bring the GST PAN-linked system in line with the prevailing PAN-
based system for Income tax, facilitating data exchange and taxpayer compliance.

e The Central GST and the State GST would be applicable to all transactions of goods and
services made for a consideration except the exempted goods and services.

e The Central GST and State GST are to be paid to the accounts of the Centre and the States

individually. 7
i entra State GST are to be treated individually, taxes paid against the
: f:z:atlh E;:'r sha%l(geSTalla::Bd : t tax credit (ITC) for the Central GST and
could be utilized only ag At - .
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