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The word tax is derived from Latin word “taxare”which means to estimat : r
contribution, exacted pursuant to legislative authority.Indian Taxation System comprise of- Direct

andIndirect Tax. Goods and Services Tax (GST) is one ofthe most discussed Indirect Taxation

reforms. It is acomprehensive tax regime levied on manufacture,sales and consumption of goods and

services. It is expected to bring about 2% incremental GDP growthof the country. So, GST is the

need of the hour.Initially the idea was that there would be a nationallevel Goods and Services tax. But
as the release offirst discussion by the empowered committee of thestate Finance Ministers on
10.11.2009, it has beenmade certain that there would be a “Dual GST” in thecountry. Centre and state
both governments areentitled to charge taxes on the goods and services.Almost 150 countries have
introduced GST in someform. France was the first country to introduce GST in1954. While countries
such as Singapore and NewZealand tax virtually everything at a single rate,Indonesia has five
positive rates, a zero rate and over30categories of exemptions. In China, GST appliesonly to goods
and the provision of repairs,replacement and processing services. GST rates of

some countries are given below in Table
Rate of GST (Some Countries)

e. A tax is an enforced

Country | Sweden | France | Germany New Australia Singaﬁore Canada | Japan
e Zealand

ate o % 0
oot 3 19% | 19% 15% 10% 07% 05% 05%

World over in almost 150 countries there i
' o ere is GST orVAT, which means tax
fj?}:i‘:c;:; 'lllsn:ihcartt;(e)o(jssz s:;:hemg, no distinction is made betweengoods and services for IZSygir?go (lsf :1:)?
nd services attract the same rate of t i i-ti '
e . of tax. GST isa multi-tie i
e a(; itsaﬁe ﬁl}ll on_t(l;e consumer of goods/servnces. It is called as valueadded tra:(a)l; here lmare
s Ol;tpm whethge p?l ontl?e. value addnt.ion. Under the GST scheme, a personwho l(?cause P
, r forprovision of service or sale of goods, is entitled to getinpu‘t'vf:x lab:ie'tt ?Ig'tg o
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the tax paid on its inputs.Sinéc VAT was benelicial for the Iunulhy"' nystom h“lilwuh |::/:::;:;
shortcomings which are expected to beovercome by the Cioods und Service Tax T
definitely a positive reform for the Indirect taxsystem in Indin  of Centre
Need for GST: The proposed GST is going o replce the existing nmll_lplu tax slru ‘llllt'n '”‘ o
and State taxes.is not only desirable but ilnpcl‘nlivc in the l'"'y"'l‘B“'M cconomit L‘nvu A.JL”‘“‘
Increasingly, services are used or consumed in production and tlim...ulmtiun ol gmnlu‘mu |vu f vores.
Separate taxation of goods and services oflen requires splitting of transaction values Into w; o
goods and services for taxation, which leads to greater complexitics, mlminmlrulltm.mul unnp'mm.u
costs. Integration of various taxes into o GST system would make it possible 10 BIVE |“4“ ‘."““.' ‘;'_’
inputs taxes collected. GST, being a destination-based cnnuun)pliun tax based on VA pfuu iple,
would also greatly help in removing cconomic distortions and will help in development of a “'","'_""':
national market. Salient features « It would be applicable to all transactions ol goods and service.
Itistobe paid to the accounts of the Centre and the States separately. * The rules for p-}qng ind
utilization of credit for the Central GST and the State GST would be nligned. Introducing GS'1 "”’Jv “"
Impact on Indian Economy 179 = Cross utilization of ITC between the central GST and the state '( il
would not be allowed except in the case ol interstate supply of goods. * The Centre and the .“tl'ulc'h‘
would have concurrent jurisdiction for the entire value chain and for all taxpayers on the basis of
thresholds for goods and services prescribed for the States and the Centre. ¢ The taxpayer would um"ld‘
to submit common format for periodical returns, to both the Central and to the concerned State fﬁhl
authorities. « Each taxpayer would be allotted a PAN-linked taxpayer identification number with #
total of 13/15 digits.
Impact of goods and service tax : Fast moving consumer goods sector: The IndianFMCG sector is
the fastest growing sector in theeconomy. FMCG sector is the major contributor inboth direct and
indirect taxes in the economy.Implementation of Goods and services tax willmajorly influence Indian
economy. The current rate oftaxation in FMCG sector is around 22 to 25% andafter GST rate is
expected to be much lower whichwill result in reduction of prices of consumer goods.Food Industry: A
large portion of consumer expensesof lower income families spend on food so il there isany tax On
food will influence majority of thepopulation or may be regressive in nature. In some ofthe countries
like Canada, UK and Australia tax onfood items is while in some countries like Singaporeand Japan
tax on food is negligible. So it would beideal if the GST rates may be Zero or would be verylow as it
would affect people quite significantly. Information Technology enabled services: 'The I'Tindustry
will not hamper by the implementation OfGST. The expected rate of GST in IT sector is
27%Acc0{d1ng to proposed plan if software transferredthrough electronic form will be considered
underservices and if by any other media it would be undergoods. So the IT industry will make mix
taxation. Infrastructuresector: Development of Roads,Power, Railways, and Ports etc, are the
majorinfrastructure sectors in India. As the taxation systemin Infrastructure sector is very complex.
There areexemptions and sul;sidies for this sector as it is veryimportant for the development of the
country. By theimplementation of GST the complex tax will beremoved and would increase tax
base.Real Estate Industry: The implementation of GST onreal estate sector will effect partially. As
sale ortransfer of immovable properties are not included inGST. Howeve | . tu o lhc‘
materials ofconstruction is falling under GST. The clz\ssiﬁcntionlol' gooc;,: rmlu]lc sg:srcu;: 'r:f n:/ o
impo i o s 3 C8 IS Ver
portant under thissector because it is very necessary to classify thethings which will cover undcyr
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GST and which we nothe implementalion of GSI Wl:: in mor¢ efficient €ross state
sector. Transportation Industry: GST on transport scclorw!ll rci’unranﬁp oration. Currently all the
transportation.It will bring down the Jogistics cost, reduced times 'O ss-thc o borders hat's why
25 stes of Iniscolect taxs at Giffrent ates o1 £ that MOVEATT " jetays at different interstate
the tax ontransportation is collected multiple times. This wnllmakc‘igatgion e evant taxes ind other
checkpointsfor reviewing by state authorities who checks for theapp

d 15 statc and
i i 7 hours. GSTwou 15 B e
levies. Thiscauses the delays forge;: ?::r:tget:hzfpéo itnot T e of goods.l’harma Industry: 10 dia is the

federal taxes andtariffs for a sin , < 3rd largest in the

ol s offjenece Medicines and (he collén;‘ry’s phzr:;:’zi:::'ccaeltl”gi‘tjsct;yHealthcare industries
i i wou ave a C !

world currently. Theimplementation of GST e o ationst

i i ructure since g different

particularly Pharma. jtwill help the industries by sorting OY . onsre e taxes i

types of taxes are enforcedon pharmaceutical industries today. The me jul _ oIy
improve thetransport'atlon a

uniform tax will ease the way ofdoing business. GS ot the ax e inGST vould be

4 . . . . te
chain of harmaceutwalproducts.Texttles Industry: 1t is €XpEC ! Ly exempte
higher in Ft’extile industry as per thecurrent tax rate. Cotton and wool fibre wh ich arecurrently

ile i i GST as
from tax would come under tax inGST but the textile industry may be bepe:;ilal t:rxc,)Tuxu :
manufacturing costs ,may be reduced due tosubsume of various taxes like octrol, ry ryta

etc. There will be few drawbacks also but GSTwill support the industry in_long' run.Setr:(;c‘eos S:cltgtr;
Services sector of India consists 0f60% of the GDP. The GST rate for services 1seXpec

20% which is higher than thecurrent rate of tax that is 15%. So there will be.mcrease cost fm"l ]Sct:\ll?z
like Banking, Telecom andInsurance. Agriculture Sector: ”[he. GST on agriculture sectorwl .
positive impact as all the taxes will besubsumed under 2 single rate of tax. Sq the mov.emen p
agriculture commodities between states will beeasier & hassle free which will save time an
removewastages for the transportation of perishables items

Impact of GST on the Indian Economy : . . L
GST the biggest tax reform in India founded on the notion of “one nation, one market, one tax” 15

finally here. The moment that the Indian government was waiting for a decade has finally arrived. The
single biggest indirect tax regime has kicked into force, dismantling all the inter-state barriers with
respect to trade. The GST rollout, with a single stroke, has converted India into a unified market of 1.3
billion citizens. Fundamentally, the $2.4-trillion economy is attempting to transform itself by doing

away with the internal tariff barriers and subsuming central, state and local taxes into a unified

GST.The rollout has renewed the hope of India’s fiscal reform program regaining momentum and

widening the economy. Then again, there are fears of disruption, embedded in what’s perceived as a
rushed transition which may not assist the interests of the country.Will the hopes triumph over
upcertainty would be determined by how our government works towards making GST a “good and
snmp.le Fax’j. The .idea' behind implementing GST across the country in 29 states and 7 Union
g‘:'r]::_grgz nl'f ft‘::,te rltt:;oglll(ilnois’fe:r :nwin-witn s;tuatiorc; for everyone. Manufacturers and traders would
less for the goods and sem%e’s anjpt;‘:“ rules, and easy bookkeeping; consumers would be paying
, government would generate more revenues as revenue leaks

would be plugged. G d iti . .
e takel:i I ogfk. round realities, as we all know, vary. So, how has GST really impacted India?
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Remaoval of buy Ill : ;ll’m“"'”m”’wm“l T, C8T, Servi ‘ ' ok
1) Lo ”u (,‘¢ ndirect tnxes such o V(\ I, C8T, Service tax, CAD, SAD, and Fxcise.
o 'unp nnce and i simplified tax policy compared 1 current tax structure,
) Boost to the Indlan ecomony in the kong nun,
() Imn;uwl demand will kead o increase supply, Hence, this will ullimacly kead W rise in the production of
poxdn,
) Reduction of manufacturing costs due to lower burden of taxes on the manufacturing sector,
Henco prices of consumer goods will be likely to come down.
) Control of black moncy circulation as the system normally followed by traders and
shopkeepers will be put to o mandatory check,
1) Lower the burden on the common man ie. public will have 1o shed lews money huy the same products that

A) I
b e
C)
D)

were conly earlicr
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