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DPreface

Department of Commerce of Arts and Commerce College Nagthane, Tal & Dist- Satara
(Maharashtra) has organised One -Day National Seminar on “Impact of GST on Business, Trade and
Indian Economy”. The main objective of this seminar is to promote research on various dimensions
of GST i.e. Goods and Service Tax which is newly introduced tax system in India, find out the impact
of GST on Indian economy and create research literature regarding GST as well as to make
discussion and generate result on performance on GST. The expected output of the seminar is
collecting and discussing on the analytical and theoretical issues of GST. Its result may help to
government, policy makers, bankers, industrialist, NGO’s, market agencies and researchers.

The Goods and Service Tax Act was passed in the Parliament on 29" of March 2017. The Act
comes in to effect on 1% July 2017. GST is an Indirect Tax which has replaced many Indirect Taxes in
India. The tax rates, rules and regulations are governed by the Goods and Services Tax Council which
comprises finance ministers of centre and all the states. GST simplified a slew of indirect taxes with a
unified tax and is therefore expected to dramatically reshape the country's two trillion dollar
economy. The idea behind implementing GST across the country in Twenty Nine States and Seven
Union Territories is that it would offer a win-win situation for everyone. Manufacturers and traders
would benefit from fewer tax filings, transparent rules, and easy bookkeeping; consumers would be
paying less for the goods and services, and the government would generate more revenues as revenue
leaks would be plugged. But from last few months and from the implementation this tax system its
merits and demerits has experienced at various levels in the market and whole the economy. The
present national seminar is expected to discuss on this various issues.

We have taken best efforts to present the topic resource constraints in an intuitive and
interesting manner so that the reader can quickly grasp the essence of the matter.

We take this opportunity to express our deep sense of gratitude to those eminent economists
whose work has drawn extensively and benefited enormously. We also offer our sincere thanks to all
the member colleagues and students for their encouragement, affection and support to our work.

We are thankful to Prin. Abhaykumar Salunkhe, Executive President, Prin. Mrs. Shubhangi
Gavade, Secretary, Prin. Dr. Ashok Karande, Ex. Joint Secretary and Prin. Dr. R.V. Shejawal, Joint
Secretary of our Shri Swami Vivekanand Shikshan Sanstha Kolhapur. We are also very much
thankful to our Principal Dr. Mrs. Shailaja Mane and all the stakeholders of our college for giving us
strong support and encouragement whenever required.

We feel that our efforts will be amply rewarded if this journal serves the purpose for which it
is written.

We are thankful to Aarhat Publication & Aarhat Journal's,Badlapur For their ceaseless
and meticulous efforts in publishing the book on time.

Mr. Amol Sonawale
Head, Department of Commerce

& Convener of the Seminar


https://en.wikipedia.org/wiki/Minister_of_Finance_(India)
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From the Drincipal®s Desk

Dr. Mrs. Shailaja Mane
I/C Principal and Chairman,
Organizing Committee

Dear Delegates,

I am very much happy that the Department of Commerce is organizing the national seminar
on “Impact of GST on Business, Trade and Indian Economy”.

Shri Swami Vivekanand Shikshan Sanstha, Kolhapur is one of the largest Educational
Institution in Maharashtra, established in 1954 by Shikshanmaharshi Dr. Govindrao Dnyanojirao
Alias Bapuji Salunkhe. Arts and commerce college Nagthane is one of the branch of this institution
started in June, 2000 in a village called Nagthane. It is affiliated to Shivaji University, Kolhapur.

Goods and Service Tax is the tax calculated only on the value-add at each stage of transfer of
ownership. It is expected that the present introduced tax system GST will improve the collection of
taxes as well as boost the development of Indian economy by removing the indirect tax barriers
between states and integrating the country through a uniform tax rate. Through this seminar
Department of Commerce of our college is going to focus various dimensional views on Goods and
Service Tax and their issues related to Indian Economy.

We do appreciate your participation and contribution in the form of meaning full deliberations
and insightful research article which ultimately made this issue of the journal possible. I am thankful
to Dr. D.R. More, Ex. BCUD, Shivaji University, Kolhapur, Dr. J.F. Patil, Renowned Economist, Dr.
P.S. Kamble, HOD, Economics, Shivaji University, Kolhapur and Mr. Nagesh Salunkhe, Tax
Consultant for delivering their valuable informative views on GST. I am also thankful Prin.
Abhaykumar Salunkhe, Executive President and Prin. Mrs. Shubhangi Gavade, Secretary, Shri
Swami Vivekanand Shikshan Sanstha Kolhapur for giving us strong support and encouragement.

I am confident that the deliberation of One Day National Seminar will definitely through light
on the importance of the GST and their impact on Business, Trade and Indian Economy. All the
participants throughout the country will try to change the minds of India’s policymakers towards
GST.

I wish all the best to everyone........
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CONSUMER EMPOWERMENT AND GST

More Amit Ajitkumar
Asst Prof.
PDPs Law College Phaltan. Dist — Satara.

Abstract

Consumer empowerment movement has been recognized as an important movement in the History
of India. The government in this connection had enacted different Legislations for protection of the interest
of Consumer. Consumer has been treated as centre of economy. The demand of commodity depends upon
interest of the consumer. On other hand protection of rights of consumer is of prior importance, in this
connection the parliament had enacted “The Consumer Protection Act” and that was the time when
consumer moment got actual shape.

Prior to the enactment of GST (Goods and Service Tax Act) various other indirect Taxes were
applicable. These indirect Taxes were paid by the Consumer. Presently GST is the Act where Government
wants to bring indirect tax system under single system of Tax. But on other side consumer empowerment is
necessary for proper working of Tax system. The success of GST depends upon consumer awareness and
consumer empowerment. Now it’s the time to make aware consumer for their rights as well as tax system
persist. In enforcement of Rights of consumer receipts given by seller has much legal importance. On other
hand it is necessary to have the same for development of the country.

Key words- GST, Consumer
Introduction-

The Tax system in any economy has direct connection with the development of country. In
India Tax system is unique one because Constitution of India itself has certain implications in it.
Division of power between center and state leads to simplicities but collection of the tax is the
right of the government. In the pre-GST regime, there were many indirect taxes levied by both
state and center. States mainly collected taxes in the form of Value Added Tax (VAT). Every state
had a different set of rules and regulations.

Interstate sale of goods was taxed by the Center. CST (Central Sales Tax) was applicable in
case of interstate sale of goods. Other than above there were many indirect taxes like
entertainment tax, octroi and local tax that was levied by state and center. This leads to a lot of
overlapping of taxes levied by both state and center.

For example, when goods were manufactured and sold Excise Duty charged by the center

was charged by the center. Over and above Excise Duty, VAT was also charged by the State. This
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lead to a tax on tax also known as cascading effect of taxes. In the pre-GST regime, tax on tax was

calculated and paid by every purchaser including the final consumer. This tax on tax is called

Cascading Effect of Taxes. In other words tax was born by consumer.

Now a days it is well recognized principle of the state policy that consumer should be given
with more rights and protection of the interest of the consumer is of prior importance. The
economic growth of the country is possible only when consumer demand remain constantly
increasing. The demand of the consumer will depends upon the number of factors. Tax system is
also one of them. In every government budget it has been observed that luxurious commodities
were charged with higher rates.

The concept of the Consumer-

According to the Consumer Protection Act-1986- the definition of the consumer under
section2- is as follows-

""Consumer" means any person who—

(1) Buys any goods for a consideration which has been paid or promised or partly paid and partly
promised, or under any system of deferred payment and includes any user of such goods
other than the person who buys such goods for consideration paid or promised or partly
paid or partly promised, or under any system of deferred payment when such use is made
with the approval of such person, but does not include a person who obtains such goods for
resale or for any commercial purpose; or

(i1) Hires or avails of any services for a consideration which has been paid or promised or partly
paid and partly promised, or under any system of deferred payment and includes any
beneficiary of such services other than the person who 'hires or avails of the services for
consideration paid or promised, or partly paid and partly promised, or under any system of
deferred payment, when such services are availed of with the approval of the first
mentioned person but does not include a person who avails of such services for any
commercial purposes;

Explanation. — For the purposes of this clause, “commercial purpose” does not include use by a

person of goods bought and used by him and services availed by him exclusively for the purposes

of earning his livelihood by means of self-employment

Further this Act provides the definition of Consumer Disputes-

""consumer dispute" means a dispute where the person against whom a complaint has been made,

denies or disputes the allegations contained in the complaint.

Impact of GST on Business, Trade and Indian Economy )



Electronic Interdisciplinary International Research Journal (EIIR])

Edulndex Impact Factor 5.20 ISSN 2277-8721

“manufacturer” means a person who—

(1) Makes or manufactures any goods or part thereof; or

(i1) Does not make or manufacture any goods but assembles parts thereof made or manufactured
by others; or

(i11) Puts or causes to be put his own mark on any goods made or manufactured by any other

manufacturer;

Explanation. — Where a manufacturer dispatches any goods or part thereof to any branch office
maintained by him, such branch office shall not be deemed to be the manufacturer even though the
parts so dispatched to it are assembled at such branch office and are sold or distributed from such
branch office.

The consumer dispute Redressal-

The Consumer dispute redressal has been given importance under this Act. For resolving
the dispute of consumer various Agencies prescribed in the said Act. District Forum, State
commission, National commission are agencies for resolution of dispute of consumer. But in
taking cognizance of such disputes the forum will ask for the purchase bill to prove that the person
is consumer. The forums will act in judicial manner and protect the interest of consumer if at all
there is deficiency in service or defects in goods.

Further under this Act the protection of the interest of the consumer is also recognized as
important task. The protection of interest of consumer is equally important. The Act also focused
on providing protection and creating awareness. The goods sold by the seller should not result in
deficient practice. There should not be any kind of cheating in short.

Status of consumer after enactment of GST-

Consumer is the person who purchases either goods or services for some price. After
enactment of GST many contingencies and new problems for consumer started. Goods and
Services Tax is an indirect tax for the whole nation, which will make India one unified common
market. GST is a single tax on the supply of goods and services, right from the manufacturer to the
consumer. Credits of input taxes paid at each stage will be available in the subsequent stage of
value addition, which makes GST essentially a tax only on value addition at each stage. The final
consumer will thus bear only the GST charged by the last dealer in the supply chain, with set-off
benefits at all the previous stages.

GST renders numerous benefits to different parties such as business and industry, central

and state governments and the ultimate consumers. For business and industry, it enables easy
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compliance, uniformity of tax rates and structures, removal of cascading, improved
competitiveness and gain to manufacturers and exporters. For Central and State Governments , it is
simple and easy to administer , better controls on leakage, higher revenue efficiency. Finally,
single and transparent tax proportionate to the value of goods and services are provided to
consumers and they are relieved from overall tax burden.

The new tax regime was ushered at the late night of 30™ June and came into force on
IstJuly 2017.The one national GST unifies the country's USD 2 trillion economy and 1.3 billion
people into a common market.

As commented by Mr.Modi, GST is not just tax reform but its economic reform. GST is a
way forward in the ease of doing business.In the language of law, it is called the goods and
services tax, but the benefit of GST is really a Good and Simple Tax. Good because multiple taxes
will be removed. Simple because it requires just one form and is easy to use. GST is a single tax on
the supply of goods and services, right from the manufacturer to the consumer. Credits of input
taxes paid at each stage will be available in the subsequent stage of value addition, which makes
GST essentially a tax only on value addition at each stage. The final consumer will thus bear only
the GST charged by the last dealer in the supply chain, with set-off benefits at all the previous
stages.

It renders numerous benefits to different parties such as business and industry, central and
state governments and the ultimate consumers. An effort is made to understand the consumers’
awareness on Goods and Services Tax. Everything that is introduced will attract agitation and
unrest among different group of people and they can easily be overcome by designing programmes
to clarify the objections of renowned economists.

Hurdles before consumer due to GST and suggested solutions-

Some shop keepers are found charging GST over and above MRP of the products. This is
especially true in rural areas where consumer awareness is lower regarding GST rules. As per rules
it is mandatory for all registered businesses to mention GSTIN on the invoice. In case if GSTIN is
not mentioned, the business cannot charge GST. No GST number on Invoice implies that the
business is not yet registered with GST department and cannot charge GST. In case, GST number
is mentioned on the invoice, it may not necessarily be genuine. Many businesses are found to be
using fake GSTIN on their invoices to charge GST from the consumers without registering with
GST department. As an aware consumer, we can protect ourselves from such cheating by verifying

the GST number of the business before making payment. The best way to make sure whether a
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business is register with GST Department or not is to verify the GST Identification Number
(GSTIN) online. It is very important on part of consumer to know rates of GST before purchasing
any goods or before hiring any service. Further consumer awareness spreading agencies along with
NGOs should educate the consumers to avoid the instances of cheating by the seller. On other hand
receipt for the sold goods is required for the consumer so receipt along with the mention of GST
only should be accepted. The receipt is the only proof to the consumer if at all he wants to prove it
in the forum that he is the consumer. In case of deficiency in service or defect in goods receipt for
goods is very important. The consumer awareness in this respect should be spread to save him
from the further losses. So consumer must know the rates of GST and have right to demand receipt
for the same.

Conclusion-

GST has been introduced with a motive of development of Indian economy. Everything
that is introduced will attract agitation and unrest among different group of people and they can
easily be overcome by designing programmes to clarify the objections of renowned economists.
GST has already implemented and months are over and instead of lamenting over it, individuals
can plan well and extend their support. Any good can come out only after a long journey of
struggles. The Government should also take necessary steps to create awareness on GST related
issues. GST will sure to have success when the confidence of every individual Indian citizens have
obtained. GST is truly a gigantic tax reform in the history of India. In the long run, it will be very
helpful for growth and prosperity of Indian Economy.

With GST implementation, the system of indirect taxation will also be more transparent to
both government as well as businesses. However, we must deal smartly with the initial hiccups
suffered during the implementation phase in the form of frauds in the name of GST. We can
prevail this by keeping ourselves well informed and aware about GST Rules. If you come across
any such incidence as stated above, you can file your complaint to the anti-profiteering authority.
Alternatively, you can inform National Consumer Forum on toll free number or register your
complain online. GST will sure to have success when the confidence of every individual Indian
citizens have obtained.

References:
Section 2(d) of consumer protection Act 1986
Section 2 (e) of consumer protection Act 1986

Section 2 of consumer protection Act 1986.

Consumer protection councils under the consumer protection Act
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GOODS AND SERVICE TAX (GST) IN INDIA
Mr.Abhijeet Kamble
Asst.Prof. in Commerce
Night College of Arts & Commerce, Kolhapur
—
Abstract

Indian system of taxation of goods and services is characterized by cascading, distortionary tax on
production of goods and services which leads to miss-allocation of resources, hampering productivity and
slower economic growth. To remove this hurdle, a pure and simple tax system like GST (Goods and Service
Tax) is need of the hour in the country. After 10 years of effort, India’s new goods and services tax (GST)
seems set to take effect on I July 2017, ushering in one of the most significant reforms in the country’s
history. India’s GST will replace a complex web of existing taxes, bringing uniform tax rates and rules and
simplifying compliance for businesses. The GST entails a marked shift from origin-based taxation to a
destination-based tax structure, with significant potential impacts on cash flow, pricing, working capital,
supply chain and IT systems. The GST is much more than a tax change but a business change that will
affect most functional areas. GST will bring in “One nation one tax” to unite indirect taxes under one
umbrella and facilitate Indian businesses to be globally competitive. The Indian GST case is structured for
efficient tax collection, reduction in corruption, easy inter-state movement of good

Keywords - GST, One nation one tax

Introduction

The Constitution Amendment Bill for Goods and Services Tax (GST) has been approved
by The President of India post its passage in the Parliament (Rajya Sabha on 3 August 2016 and
Lok Sabha on 8 August 2016) and ratification by more than 50 percent of state legislatures. India’s
biggest tax reform is now a reality. A comprehensive dual Goods and Services Tax (GST) has
replaced the complex multiple indirect tax structure from 1 July 2017.

Initially, it was conceptualized that there would be a national level goods and services tax,
however, with the release of First Discussion Paper by the Empowered Committee of the State
Finance Ministers on 10.11.2009, it has been made clear that there would be a “Dual GST” in
India, taxation power — both by the Centre and the State to levy the taxes on the Goods and
Services.

Research Methodology
The research paper is conceptual in nature. In order to develop basic insight regarding the

concept, the researcher has made use of secondary data. The researcher has referred books,
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journals, magazines, newspapers and various websites

Objectives Of the study

* To understand the Concept of GST

* To know GST in other countries

* To study the benefits and challenges of implementation of GST
GST in other countries of the world

With its new GST, India joins some 140 countries globally in imposing a form of value
added tax (VAT). These taxes are acknowledged as progressive, with inbuilt efficiencies to
broaden the tax base, decrease the cascading effect of multiple indirect taxes and contain revenue
leakage.

France was the first country to implement GST to reduce tax- evasion. Since then, more
than 140 countries have implemented GST with some countries having Dual-GST (e.g. Brazil,
Canada etc.) model. India has chosen the Canadian model of dual GST. GST model across the
commonwealth countries are similar with some variations. Unlike India, other countries have a
much higher threshold for GST applicability thus reducing the burden for small businesses.

China completed Value Added Tax* (VAT) reforms in 2016 to replace its conflicting
Business Tax system. Doing away with business tax and other taxes and switching to VAT has
contributed to bursting of the Chinese real estate bubble. China also has partial GST, on some
goods . Japan introduced consumption tax in 1989 at a rate of 3%. In 1997 this increased to 5%
and Japan went into recession. In 2012, Diet doubled the tax to 10%. Later the Shinzo Abe
government delayed tax increase until April 2017. In 2016, a second postponement was announced
which pushes the increase to October 2019 .

Malaysia implemented GST in 2015, after debating for 26 years! Consumer confidence
inflation went up; anti-GST protests in capital Kuala Lumpur After initial hiccups things have
settled down with 70% respondents reporting business grew in last 12 months
Australia introduced GST in 2000; implementation smooth, peak GST rate was 10%. It now plans
to increase GST rate to 15%

Objectives of GST:

One of the main objectives of GST would be to eliminate the cascading impact of taxes on
production and distribution cost of goods and services. The exclusion of cascading effects 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
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achieve the objective of streamlining indirect tax regime in India which can remove cascading
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.

Goods and Service Tax (GST) Bill
The full form of GST is Goods and Service tax. So, it is also called as Good and Service
Tax bill. This bill is one of the remarkable changes in India’s Indirect tax changes since the
beginning of the economy. GST is a tax levied when consumer buys any good or service. There are
three components of GST-
1. Central GST (CGST) — it will be Levied by Centre
2. State GST (SGST) — It will be levied by State
3. Integrated GST (IGST) — It will be levied by Central Government on Intestate supply of Good
and Services
The GST will apply at following basic rates:
e ( percent rate will apply to essential food items, exports and supplies to Special Economic
Zones
e 5 percent rate will apply to some mass consumption items (e.g. spices, tea)
e 12 percent rate will apply to other commonly used items (e.g. soap, cell phones, processed
foods)
e 18 percent standard rate that will apply to most products and services
e 28 percent rate will apply to durable consumer goods (e.g. televisions, cars).
® 28% + Cess A surcharge on top of the 28 percent high rate will apply to luxury items, such
as high-end cars, and ‘sin tax’ items, such as tobacco.
Following is the list of the taxes that are replaced by GST -
Central Level Taxes — Central Excise Duty, Additional Excise Duty, Service Tax,
Countervailing Duty and special Additional Duty of Customs.
State Level Taxes — State Value Added Tax or Sales Tax, Entertainment Tax, Octroi and
Entry Tax, Purchase tax, Luxury Tax, Taxes on Lottery, Betting and Gambling
So, this means that GST clubs almost all indirect taxes together that are levied by central and State

Governments

Procedure to file GST Returns

Impact of GST on Business, Trade and Indian Economy 8
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The GST needs to filed via a common portal to be run by GSTN, promoted by the central
and state governments. Under GST, a normal taxpayer would have to furnish three returns monthly
and one annual return. There are also separate returns for a taxpayer registered under the
composition scheme, a taxpayer registered as an Input Service Distributor a person liable to deduct
or collect the tax. Under GST regime, all transactions and processes required to be done only
through electronic mode. This will help in minimising the physical interaction of taxpayers with
tax officials. The GST provides for the facility of auto-populated monthly returns and annual
return.

GST will also facilitate the taxpayers by prescribing grant of refund within 60 days, and
provisional release of 90% refund to exporters within seven days. Other facilitation measures
under GST include interest payment if refund is not sanctioned in time, and refund to be directly

credited to bank accounts.

Types of GST Returns

Form GSTR-1: To file details of outward supplies of taxable goods and/or services effected by
registered taxable supplier on 10th of the next month;

Form GSTR-2: To file details of inward supplies of taxable goods and/or services effected
claiming input tax credit by registered taxable recipient on 15th of the next month;

Form GSTR-3: To file monthly return on the basis of finalisation of details of outward supplies
and inward supplies along with the payment of amount of tax by registered taxable person on 20th
of the next month;

Form GSTE-4: To file quarterly return for compounding taxable person by composition Supplier
on 18th of the month succeeding quarter

Form GSTR-5: To file return for non-resident foreign taxable person by non-resident taxable
person on 20th of the next month;

Form GSTR-6: To file return for input service distributor by input service distributor on 13th of
the next month;

Form GSTR-7: To file return for authorities deducting tax at source by tax deductor on 10th of the
next month;

Form GSTR-8 to file details of supplies effected through e-commerce operator and the amount of
tax collected by e-commerce operator/tax collector on 10th of the next month;

Form GSTR-9: To file annual return by registered taxable person on 31st December of next

financial year;
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Form GSTR-10: To file final return by taxable person whose registration has been surrendered or
cancelled within three months of the date of cancellation or date of cancellation order, whichever
is later;

Form GSTR-11: To file details of inward supplies to be furnished by a person having UIN by a
person having UIN and claiming refund on 28th of the month following the month for which

statement is filed.

Benefits of GST -
Introduction of GST will bring following benefits —
e Rationalization of tax structure and simplification of compliance procedures
e Multiple Taxation is removed
e Prices of goods are expected to reduce in the long run
e Uniformity of tax rates across the states
e Goods and Services are taxed at same rate
e Taxes on the Manufacturers are reduced
e It helps in the seamless flow of credit in the country
e Wider tax base, necessary for lowering tax rates and eliminating classification disputes
e Dbetter compliance due to aggregate tax rate reduces.

e Automation of compliance procedures to reduce errors and increase efficiency

Challenges —
e The tax on services would go from 14 to 20% after the implementation of GST
e The Tax on retails will almost get doubled
e The tax on imported Goods will be around 6%

e There will be control on every system by the Central and State Governments

One Word

GST will help to reduce problems of tax system in India and lead to its improvement.
Introduction of GST is a desire need for the multinational companies as most of the countries have
already implemented GST. In spite of several hurdles, GST has come into force in India. It reduces
the cost of goods and services to some extent and creates a supportive environment for the
facilitation of international trade, thereby helping in revenue generation leading to the increase in
the GDP of the country. GST is considered to be the biggest tax reform in India since
independence. GST is likely to improve tax collections and Boost India’s economic development

by breaking tax barriers between States and integrating India through a uniform tax rate It will help
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realise the goal of “One Nation-One Tax-One Market.” GST is expected to benefit all the

stakeholders — industry, government and consumer. Experts believe that GST will lower the cost of

goods and services, boost to the economy and make Indian products and services globally

competitive, and even boost initiatives like ‘Make in India’.
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Abstract

In view of the important role that India is expected to play in the world economy in the years to
come, the expectation of GST being introduced is high not only within the country, but also in neighbouring
countries and in developed economies of the world. The content of this research paper is intended to
provide a general guide to the subject matter. Specialist advice should be sought about specific
circumstances. Hope the information will assist the beneficiaries in Professional endeavours. This paper
is conceptual in nature and its focus on the positive effects of GST on Indian Economy and revision in the
rate of GST on certain goods .

Keywords: - GST, Indian Economy.
Introduction

Despite the success with VAT, there are still certain shortcoming in structure in the levy of
VAT both at Central level and State level. The shortcoming in CENVAT of the Government of
India lies in non-inclusion of several taxes in the overall framework of CENVAT such as VAT,
ACD, and Surcharge etc.

Moreover, in the present State-level VAT scheme, CENVAT load on the goods remains
included in the value of goods to be taxed under State VAT, and contributing to that extent a
cascading effect on account of CENVAT element. Further, by removing cascading effect, layers of
taxes and simplifying structures, the GST would encourage compliance, which is also expected to
widen the tax base. But virtually every media report that mentions the GST says that the tax reform
has the potential to add up to 2 percent to India’s GDP.

If VAT is considered to be a major improvement over the pre-existing Central excise duty
at the national level and the sales tax system at the State level, then GST will be a further
significant breakthrough — the next logical step — towards a comprehensive indirect tax reform in

the country.

Impact of Goods and Service Tax
Indirect taxpayer base rises by 50% with GST implementation.
The Economic Survey, first to be presented after India rolled out GST in July 2017, says

that over 10 million taxpayers have been registered under the new tax regime. India’s indirect
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taxpayer base has increased by more than 50% with the implementation of the goods and services
tax (GST), the formal sector is bigger than currently estimated and the country’s internal trade is
around 60% of gross domestic product (GDP), the Economic Survey for 2017-18 said, basing its
findings on data and trends from GST.

More than 10 million taxpayers have registered under GST, as against 6.5 million
registered under the old tax regime, but after discounting for multiple counting. With the tax
registration, return filing and tax payment process completely online under GST, policymakers
have a new database to look for trends about firms and consumers.

Further, the direct taxpayer base has increased by around 1.8 million due to demonetization and
GST, the Survey said.

The Survey estimates the size of the formal sector—firms either offering a social security
net or registered under GST—is 13% of total firms in the private non-farm sector but accounts for
93% of total turnover.The Survey estimates that only 0.6% of the firms can be categorized as hard
core formal sector—those that are registered under GST and provide a social security net to
employees. These firms, however, account for 38% of total turnover, 87% of exports, and 63% of
the GST liability. On the other hand, 87% of firms, representing 21% of total turnover, are purely
informal, outside both the tax and social security nets, the survey said.

Around 12% of firms, accounting for 41% of turnover, 13% of exports, and 37% of tax liabilities
are in the tax net but not the social security net.

It points out that the formal sector, especially formal, non-farm payroll firms, is
substantially greater than currently believed.

“Formality defined in terms of social security provision yields an estimate of formal sector
payroll of about 31% of the non-agricultural work force; formality defined in terms of being part
of the GST net suggests a formal sector payroll share of 53%,” the Survey said.

The Survey notes that the distribution of the GST base among states is closely linked to the size of
their economies, allaying fears of major producing states such as Gujarat, Maharashtra and Tamil
Nadu that the shift to GST will undermine their tax base.

State-wise share of the GST base shows Maharashtra has the highest share of taxpayer base
at 16%, followed by Tamil Nadu at 10%, Karnataka at 9%, Uttar Pradesh at 7% and Gujarat at 6%.
Also, a profile of the new filers shows the bulk of transactions—nearly two-third—are business-to-
business transactions and exports, and only 17% are business-to-consumer transactions Further,

voluntary compliance has seen a surge with about 1.7 million registrants who were below the
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threshold limit and, hence, not required to register registering under GST. With state-wise export
classification now possible, the Survey says new data on global exports of states suggests a strong
correlation between export performance and states’ standard of living.
Revision in Rates of GST

Rate of GST reduced on large number of goods and services - As decided by the GST
Council in its 23rd meeting held on 10thNovember 2017. Prices of a large variety of consumer
goods are expected to come down after the goods and services tax (GST) Council decided to move
178 items from the highest tax bracket of 28% to 18% .

e List of 28% GST rated goods has been pruned substantially, from 224 tariff headings to
50 tariff headings,

e Rates have also been reduced on several goods from 18% to 12% (Condensed milk;
Pasta; Curry paste, mayonnaise and salad dressings; Medicinal grade oxygen, etc.),

e from 18% to 5% (fly ash; puffed rice chikki, peanut chikki, sesame chikki, revdi,
tilrevdi, khaza, kazuali, groundnut sweets gatta, kuliya, etc.) and

e from 12% to 5% (finished leather, chamois and composition leather; fly ash brick, etc.).

e Similarly, rate of GST on guar meal, khandsari sugar, bangles of lac / shellac, uranium
ore concentrate and specified dried vegetables has come down to nil.

e In respect of services, stand-alone restaurants irrespective of being air conditioned or
otherwise, would be liable to GST at the rate of 5%, without the facility of input tax
credit (ITC).

e Restaurants in hotel premises having room tariff of less than Rs. 7500 per unit per day
are also covered under this rate of tax, without ITC.

e Registration exemption to specified service provider providing service through
electronic commerce operator- This exemption is available to service providers having
an aggregate turnover of less than Rs. 20 lakh (Rs. 10 lakh in case of special category
States) in a financial year. Notification No. 65/2017-Central Tax, dated 15-11-2017.

e Reduced rate of GST for specified supplies to research institutions, etc. (Effective form
15-11-2017)- Notification No. 45/2017-Central Tax (Rate), dated 14-11-2017 has been
issued to provide for 2.5% CGST on specified goods supplied to public funded research
institutions, universities, IITs, NITs, IISC (Bangalore), research institutions,
departments and laboratories of Central / State Governments and Regional Cancer

Centre (Cancer Institute). This list excludes hospitals.
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e IGST exemption to inter-State movement of rigs, tools and spares- Inter-State
movement of such goods between distinct persons shall be treated neither supply of
goods nor supply of services and no IGST will be levied. Circular No. 21/21/2017-GST,
dated 22-11-2017 issued, however notes that such exemption will not be available if
movement is for further supply of such goods, and that GST will be payable on repairs
and maintenance of such goods.

e Export Oriented Units —Procedure for procurement from DTA- CBEC has prescribed
procedure and safeguards in respect of supply of goods to EOU, in order to ensure
smooth processing of refund claims in respect of such deemed exports. EOU in this
regard is required to intimate, in a prescribed form, to the registered supplier and to
jurisdictional officers of the supplier and that of EOU. As per Circular No. 14/14 /2017-
GST, dated 06-11-2017, tax invoice as endorsed by EOU will be considered as proof of
deemed export supplies made by the registered supplier to the EOU.

e Refund of unutilised ITC in case of export of fabrics, available- Manufacturer of fabrics
is eligible for refund of unutilized ITC of GST paid on inputs (other than ITC of GST
paid on capital goods) in respect of fabrics manufactured and exported by him. Circular
No. 18/18/2017-GST, dated 16-11-2017 clarifying this, observes that restriction on
refund of unutilised ITC under Notification No.5/2017-Central Tax (Rate) would not
apply to zero rated supplies.

e Terracotta idols eligible for nil GST rate-Tax Research Unit of the Ministry of Finance
has clarified that as terracotta is clay based, terracotta idols will be eligible for Nil rate
under S1. No.135A of Notification No. 2/2017-Central Tax (Rate), dated 28-6-2017,
which prescribes nil rate for clay idols. Circular No. 20/20/2017-1GST, dated 22-11-
2017.

e Milling of paddy into rice liable to GST -Circular No. 19/19/2017-GST, issued by
Ministry of Finance clarifying that milling of paddy into rice on job work basis is liable
to GST at the rate of 5%, on the processing charges (and not on the entire value of rice)
. According to this circular milling of paddy is not an intermediate production process
in relation to cultivation of plants.

Conclusion
N.R. Bhanumurthy, a professor at the National Institute of Public Finance and Policy, said

GST is a powerful tool to increase the size of the formal sector. “GST should increase tax
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buoyancy both on direct and indirect tax side. However, we should be careful while drawing
conclusions from this preliminary data as we are yet to complete one full year of GST. Revision of
GST rates is very progressive step that the government has taken to reduce GST rates for products
consumed by the masses. Retailers should keep in mind the interest of the consumers and pass

on the benefits of reduction in GST rates to them.
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Abstract

Amidst economic crisis across the globe, India has posed a beacon of hope with ambitious growth
targets, supported by a bunch of strategic undertakings such as the Make in India and Digital India
campaigns. The Goods and Services Tax (GST) is another such undertaking that is expected to provide the
much needed stimulant for economic growth in India by transforming the existing base of indirect taxation
towards the free flow of goods and services. Governments and GST Council must come forward, study the
GST legislations, rules and procedures deeper and between the lines, and make all the efforts to make it
simpler, and easy to comply; otherwise, it would be a hard time in GST, particularly for medium and small
sized industries, traders, and service providers having limited human resources and IT facilities.

Key words.: GST, India, Tax etc.

Introduction:

The adoption of the Goods and Services Tax is a praiseworthy step in the field of indirect
tax reforms in India. By merging a large number of Central and State taxes into a single tax, GST
is expected to significantly ease double taxation and make taxation overall easy for the industries.
GST is expected to eliminate the cascading effect of taxes. India is projected to play an important
role in the world economy in the years to come. The expectation of GST being introduced is high
not only within the country, but also within neighboring countries and developed economies of the

world.

GST in India

The term “GST” stands for “Goods and Services Tax’’, and would be a comprehensive
indirect tax levy in India on manufacture, sale and consumption of goods as well as services at
the national level. Its main objectives are to cover most of the indirect tax levies into a single tax,
replacing multiple tax levies, facilitating seamless credit across the entire supply chain,
overcoming the limitation of current indirect tax structure, and creating efficiencies in the tax
administration.

Its first target is to eliminate number of taxes and duties presently levied and imposed

under the category ‘indirect taxes’ in India; and to achieve the same, it will subsume Central
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Excise Duty, CVD, SAD, Service Tax, Central Sales Tax, VAT, Entry Tax, Entertainment tax,
Luxury tax, various Cesses relating to supply of goods or services, etc. All services and goods,
except alcoholic liquor for human consumption and five specified petroleum goods, will be
within the purview of the Indian GST.

In India, GST will be a “Dual GST” with both Central GST and State GST components
levied on the same base. If supply takes place within the State, Central GST + State GST will be
charged; and if supply takes place from one State to another, IGST will be charged. To maintain
the uniformity across India, GST Council has been created. Inspite of there being almost 33
statutes, including one each for every State/UT, there will be, to maintain uniformity, same
provisions and charging sections, same set of rates of tax, same procedure and manner of

compliance and same penal actions, in all the States.

Benefits of GST to the Indian Economy

1. By adoption of GST bundled indirect taxes such as VAT, CST, Service tax, CAD, SAD, and
Excise are removed.

2. There will be less tax compliance and a simplified tax policy as compared to current tax
structure.

3. It removes cascading effect of taxes i.e. removes tax on tax.

4. It reduces manufacturing costs due to lower burden of taxes on the manufacturing sector. Hence
prices of consumer goods will be likely to come down.

5. It lessens the burden on the common man i.e. public will have to shed less money to buy the
same products that were costly earlier.

6. Increased demand will lead to increase supply. Hence, this will ultimately lead to rise in the
production of goods.

7. There will be control of black money circulation as the system normally followed by traders
and shopkeepers will be put to a mandatory check.

8. It is a boost to the Indian economy in the long run.

All this is possible only if the actual benefit of GST is passed on to the final consumer.

GST Implementation in India:

A) Nevertheless GST, would boost the growth of our economy and make it more transparent,
disciplined and self monitored. Yet looking at the number of the compliances and procedures as
contemplated, it gives the fear that the basic intent of the Government, which is “ease of doing

business”, has been diluted. It is often stated that the taxpayer shall file almost 37 returns per year
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B) under the GST. Let us understand various compliances through an illustration:

To illustrate: 1f ABC Ltd. have it Head Office at Delhi, Factory at U.P., and Warehouse cum
Office at Haryana, HP and Punjab (Total 5 offices), it would have to make at least following
compliances:

1. ABC will have GST registrations in all the 5 states in CGST, IGST and respective State GST.
2. It will be treated as distinct person for every State even for the purposes of CGST and IGST.
3. Therefore, ABC would have 15 registrations on PAN India basis (CGST, IGST & SGST for

each and every State).
4. It would be treated separately in all the State GST Act. But, even for the purposes
of CGST and IGST, even if governed by the same statute in every state, it would be

considered as distinct person. Therefore, it would have 5 registrations in the CGST Act and 5
in IGST Act because it is having its places of business in 5 States.

For example, Delhi IGST/CGST TIN would be [Delhi State Code + PAN]; Haryana IGST/
CGST TIN would be [Haryana State Code + PAN]; and so on.

5. There is no cross set-off in CGST Input tax credit in one State from output tax in another
State. That is, input tax credit in CGST in Delhi cannot be adjusted against the output tax in
CGST in UP.

6. Moreover, no cross set-off between CGST and State GST is permitted even within one State.

7. If ABC transfers goods from one branch to another, it would charge GST at open market
value.

8. ABC will determine the tax liability for every tax period for all the 15 registrations
separately. Input tax credit cannot be transferred from one TIN/State to another.

9. While determining its liability in every State, ABC has to be very careful and will take a note
of place of supply provisions as per the IGST Act for every supply. If it is local supply, say in
Delhi, charge CGST + Delhi GST; and if inter-State supply, charge IGST. Even for B2C
transaction of more than specified value, it might have to ascertain the address of the
customer, and charge tax accordingly. Since GST is a destination based tax, if a customer
comes to Delhi from UP for making purchases, tax must go to UP.

10. ABC would maintain following ledgers for all 15 registrations separately: -

11. Electronic Credit Ledger; b. Electronic Cash Ledger; c. Electronic liability Ledger.

12. These ledgers are State-specific: Amount cannot be transferred from one state to another.

Impact of GST on Business, Trade and Indian Economy 24



Electronic Interdisciplinary International Research Journal (EIIR])

Edulndex Impact Factor 5.20 ISSN 2277-8721

13. It will pay tax very carefully for all the 15 GSTINs separately. If the IGST of, say, Delhi is

wrongly paid as CGST of Delhi: then it shall first pay the IGST not paid, and then claim

refund of CGST wrongly paid.

14. ABC will file separate returns for every tax period for all the 5 States. In every State,

effectively there would be 3 returns (GSTR-1/2/3) for every tax period comprising three

Statues (SGST/CGST/ IGST) in every return: thus, effectively 9 returns per tax period per

State. Of course, a single form/portal is used for all the three statutes for one State.

15. It will maintain separate accounts including trial balance for every State separately; and that

too, at place of business in every state. Even though its Balance Sheet is consolidated for all

the 5 States, yet for GST purposes, branch accounting is essential. If there is any survey or

inspection at any place of business, it will have to show the books of accounts of that State.

16. ABC will get its accounts audited under the GST for every such State where turnover exceeds

the specified limit.

17. In case of similar default in all the 5 States, ABC would be served 15 separate demand

notices; and if it wants to agitate the matter, it would file 15 appeals.

18. It would be monitored by 5 State authorities plus 5 different offices of one Central authority.

19. Looking at the provisions of the CGST Bill, 2017, it would certainly be liable to pay GST on

reverse charges basis, which would further add to its compliance list of all 15 registrations.

20. If ABC wants to transfer its GST credit rating to input services from one unit to another, it

would require separate registration as Input Service Distributor.

21. ABC might have to deduct TDS on certain supplies; if yes, then separate TAN for deduction

of TDS.

22.If ABC transfers its office from Delhi to Mumbai, it will get cancel its registration in Delhi,

and obtain new registration in Maharashtra.

23. The list does not end here, and 5 to 6 points can easily be added looking at the nature of

business. Above list certainly gives the apprehension whether GST is really a “One Nation

One Tax”. Certainly, the Governments would not have intended the same; and therefore, the

Governments and GST Council must come forward, study the GST legislations, rules and

procedures deeper and between the lines, and make all the efforts to make it simpler, and easy

to comply; otherwise, it would be a hard time in GST, particularly for medium and small

sized industries, traders, and service providers having limited human resources and IT

facilities. A good gesture can be inverted if it is done in a wrongful manner. Inspite of so
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many duties, taxes and cesses being subsumed in the GST; tomorrow, one should not have the

feeling, “old was gold”.

Challenges for implementation in GST:
1. GST in MSME Sector :

Medium Small and Minor enterprises contributes approximately 37% of our Nations GDP.
Any negative implication of GST on this segment can directly knock off the player from the
competitive business market
2) Burden of Compliance:

It is seen that GST law demands high compliance. Key compliance requirements are as under:
a. Three returns be filed in each month for every state. Further, returns must be filed for
TDS, ISD (if applicable). Also, one annual return with reconciliation statement has to be
filed for every state;
b. Registration must be taken in every state and there is no concept of centralised
registration;
c. Accounting needs to be timely updated and the same needs to be maintained state-wise to
reconcile the taxation with accounts at state level;
d. GST computations, liability calculation, credit availment etc. has to be done on monthly
basis.
3) Reverse charge for un-registered purchases:

In the GST bill, it is proposed that if any goods or services are supplied by a person who
is unregistered and supplied to a registered person, then GST needs to be paid by the registered
person under reverse charge as a recipient. Therefore, even if any small businesses who does not
take registration and claim the basic exemption threshold then the person receiving goods or
services from them need to pay GST under reverse charge. This provision shall have negative
impact as businesses would not prefer to deal with unregistered persons and to take the additional
burden of taxation under reverse charge. Therefore, this provision directly impacts the business of
small sector negatively and virtually forces them to either register or to shut the business which
was ideally not the principles guiding the existence of the GST taxation.

4) Time limit for the returning of Goods sent on sale or return basis:

Under the present taxation regime, there is no time limit for the return of goods sent on

sale or return basis. However, in GST regime, the maximum time limit for the return of goods

sent on sale or return basis is 6 months and if the same is not approved within the said time limit
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then the invoice needs to be issued and the goods shall be deemed to have been supplied since
time of supply for payment of tax would arise. In various small scale industries like ready-made
garment industry, the norm is to send goods to Consignment Sales Agents (CSA) and customers
on a “sale or return” basis. The norm in such industries is that the CSAs / customers return the
goods after the season is over. However, casting time-limit on return of goods would have
negative impact on such sectors. Therefore, it is suggested to remove this provision and continue
with the present practice of paying GST only once actual supply takes place.

5) Advances are taxable

Advances received against supply of goods and/or services are taxable in GST regime.
Collection of GST on advances would be cumbersome and requires high compliance and tracking
other than the additional cash flow of taxes which the advance recipient has to be if specifically
taxes are not collected on the advances element. Moreover, it is possible that advance may have
been received for intra-state as well as inter-state supplies of goods and services and therefore
possibility of paying incorrect tax or determining incorrect place of supply is also an area of
concern. Further, in certain business, advances would be received for multiple supplies, in such
circumstances individual identification of advances and matching of the same with the
corresponding for determining rate and place of supply shall be an additional burden. Therefore,
with the limited technological advent and resources in a MSME sector, compliance with the
provision of GST on advances would be difficult and lead to unnecessary non-compliances.
Therefore, it is suggested if GST for MSME sector can be paid only on invoice basis as presently
in case of VAT laws or if GST can be made only on receipt basis as prevalent in service tax for
small individuals and partnership firms. This shall ease the compliance and cash flow burden.

6) Power of CGST or SGST:

A Commissioner of CGST or SGST can authorize an arrest of a person if “has reason to
believe” that the person has committed any offence punishable under the GST law. The person
can be arrested even if such a person has not been issued a show cause notice intimating the
alleged violation and even if the investigations are yet to be concluded. It also does not make a
difference whether the alleged tax-liability is on account of deliberate tax-evasion or is simply a
differential tax liability in a genuine and bonafide dispute. The Service Tax law carried a simple
provision for almost two decades prohibiting imposition for penalty in cases with a reasonable
cause for default. Even such a simple provision does not find place in the GST law.Provisions

relating to arrest, prosecution etc. are very stringent for lapses like (e) takes and/or utilizes input
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tax credit without actual receipt of goods and/or Services (1) fails to supply any information
which he is required to supply under this Act or the rules. Considering that law is just introduced
& will be subject to a lot of interpretation in its initial stage, it will take some time for

understanding and compliance by both Department & assesse.

Conclusion:

It shall be imperative that the sector through its associations or various representation
bodies highlight these issues to the law makers so that the same can be resolved at the earliest. In
fact, recently government has also formed a special committee to look after the issues faced by
MSME sector in GST. It is urged to the industry that they proactively highlight the above issues
and obtain the relief prior to advent of GST as once GST is implemented, the chances of respite

would be very minimal for the sector.
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Abstract:

GST the biggest tax reform in India founded on the notion of one nation, one market, one tax took
place. The single biggest indirect tax regime had kicked into existence, avoiding all the interstate hurdles
with respect to trade. The GST roll out, with single stroke has converted India into a unified market of 1.3
billion citizens. Fundamentally the dollars 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. It will
be influenced various sectors of economy. But it is an important step towards tax system of India. In long

term it would be more beneficial to grow economy with transparency, sustainability and tax discipline.

Key words: GST, Banks, finance

Introduction:

The Goods and Services Tax (GST) has been the biggest tax reform in India since 1947.
Analysts also expect that it will have a huge impact on various sectors of the Indian economy,
especially the service sector. Of the segment comprising banks and non-banking financial
companies (NBFCs), the fund-related, fee-based and insurance services will witness significant
impact as a result of GST implementation and will see shifts from the way they had been operating
earlier. Many are calling it the biggest tax reform since India’s independence. The Goods and
Services Tax (GST) will change the current indirect tax structure and make it a single tax system
throughout the nation. This one nation one tax system is expected to reduce tax evasion and give
rise to transparency.

The amount of procedural compliance and paperwork will decrease immensely due to the
subsuming of many consumption taxes and bringing it under one tax: the GST. Overall, consumers
will benefit from the free movement of goods across the country without the burden of GST.
Banks charge a transaction fee for all the transactions that happen through them, this cost will rise
from the 15% tax in the current regime to 18 % with GST. What this means is that a person must
pay Rs.3 extra per Rs.100 for banking transactions. Most banks have now applied transaction

charges on cash withdrawals from different bank ATMs or cash withdrawals from branch. So,
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banking transactions such as credit card payments, fund transfer, ATM transactions, processing
fees on loans etc., where the banks are levying charges, increased tax rates would apply.

Impact on banking sector Banks in India have been levying service tax on most
transactions enabled by their systems. These include but are not limited to digital fund transfers,
issuance of ATM cards and cheque books, and ATM withdrawals beyond a specific limit. With
GST on financial services, these services will be taxed at the rate of 18% instead of the 15%
service tax rate that was being charged earlier. For example, if you withdraw money from an ATM
other than your bank’s ATM after exceeding the “free transaction limit”, you are typically charged
Rs 20 plus a service tax, which comes to around Rs 23. With the imposition of GST, this amount
will go up to Rs 23.60.

The processing fee and the prepayment charge levied by the banks and financial institutions
on various types of loans such as personal loan, home loan, car loan, loan against property, etc.
will attract GST and, therefore, the cost of availing and prepaying these loans will go up by about
3% (differential between service tax rate and GST rate).

Other banking services such as withdrawals from ATMs, NEFT, RTGS, IMPS, debit/credit
card, e-wallets, cheque book fees, etc will also attract the higher GST rate and will be dearer.

The view is that there would be a marginal rise in cost at points where the GST comes into
play, for example say a personal loan, service tax in the earlier tax regime was levied upon the
processing fee and prepayment charges, these are expected to rise but not to levels that would
cause worry. For example, processing fee, depending on the lender was charged at 1-2% of the
loan and this fee would attract a service tax of 15%, now this would rise to 18%. A marginal
increase in the cost of borrowing is also applicable for home loans, auto loans and personal loans.
Issues pertaining to bank and finance:

Registration of Bank Branches -Banks having branches in different states must register in
each state and this will come under the service tax compliance of that respective state. It is enough
to register once for multiple branches in each state. This will increase compliance, reduce the
pressure on documentation and help in ensuring seamless integration of accounts in various states.

Service Tax for inter-branch services- Bank continuously provide services to each other,
which are also taxable under GST. However, the Tax can be claimed as input credit for further set
off.

Input Tax Credit under GST-Input Tax in simple terms is when you are paying tax for your

output produced you can reduce the tax that you have already paid on inputs. Input tax credit is not
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allowed as per current tax structure. Under GST regime input tax credit will be allowed to be set-
off against the taxes payable by the bank on making outward supply. However, they must maintain
separate books of account to have a control for all input tax credit and utilized and unutilized
credit.

Impact on finance sector

However, deeper analysis reveals that such an increase in cost should not be considered a
negative GST impact on financial services sector. In the long run, banks will be able to transfer the
advantage of input tax credit — enabled under GST — to the customers. Furthermore, services like
fixed deposits (FDs) and other bank account deposits that were outside the circle of service tax will
continue to remain outside the GST ambit. The Goods & Service Tax will impact all your financial
transactions, including your investments in equities, mutual fund schemes, processing fees of all
types of loans, insurance premiums, among others.

An investor or trader buying or selling equity shares had to pay service tax and various
other charges and cesses previously on the commission amount paid to the broker. Now, the
service tax, which was levied at 15%, and the cesses that were levied at marginal rates, have been
replaced by GST rate of 18%. So, the transaction cost of buying and selling equity shares has gone
up by more than 2%. Also, the cost of holding shares in the demat account will increase as the
higher rate of GST at 18% will be levied on the demat account charges.
For mutual funds, the expense ratio may go up due to the increase from the service tax rate of 15%
to the GST rate of 18%. Of course, the increase in expense ratio will be subject to the maximum
specified by SEBI, so if a mutual fund scheme already charges the maximum specified expense
ratio, the impact of GST for the investors will be nil.

The tax levied on premiums of term insurance policies, ULIPs, health insurance policies
and policy riders on these policies will go up from 15% of the erstwhile service tax to 18% of the
GST. The rise in tax levied on premiums of endowment policies and single premium annuity
policies will be marginally higher, with the increase ranging from 0.1% to 0.75%.

Under GST diverse adjudicating authority may take an alternate view on a similar issue.
Clearing up and managing with the difference of opinion given by the diverse adjudicating
authority would be troublesome.

GST and Mutual Funds
The impact of GST on mutual funds will be minimal. The levy of GST will be on the Total

Expense Ratio (TER) which is the measure of cost incurred by a mutual fund house to operate its
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mutual funds. The TER rate is expected to rise by 3%.

GST and Insurance

Be prepared to pay a little extra on your Insurance premiums. Insurance companies charge
a service tax on term and health insurance products, delay in payment of insurance premiums and
these charges are predicted to go up from 15% to 18%. However, some Insurance schemes such as

the Aam Admi Bima Yojana, Pradhan Mantri Jeevan Jyothi Bima Yojana are exempted.

Issues being faced by the Banks/NBFC
Registration process a big conflict:

As of now, NBFC, Banks with pan-India operations can release its service tax compliances
through a solitary “centralized’ registration process. But now under GST, such Banks/NBFCs
would need to get a different registration for each state where they work. In addition to this
compliance burden about filing of returns has also expanded generously —

Notwithstanding enlistment, consistency trouble about documenting of profits has likewise
expanded generously — as far as the periodicity of returns, number of return configurations and
level of subtle details required in these returns

Input Tax Credit advantages and disadvantages

Under GST, 50% of the CENVAT credit availed against inputs, input services, and capital
products is to be reversed which places them in a state of decreased credit of 50% on capital
merchandise consequently increasing the cost of capital.

Assessment and Adjudication Inconvenient

The assessment would be finalized by the respective state regulators under which the
individual branch is enrolled. At the moment, every enlisted branch of banks and NBFCs must
legitimize its position on changeability in the respective state and purpose behind using input tax
credit in various states.

As under GST, more than one adjudicating authority will be included, every authority may
hold an alternate opinion on the same fundamental issue. This inconsistency in opinion will delay
the adjudication procedure. At present, a taxpayer is adjudged by a solitary adjudicating authority
on an issue included.

Conclusion

We can conclude that the cost of financial transactions will be slightly higher for the end

customers. Banks will have higher compliance cost due to registration of bank branches and inter

branch services. Mutual funds are not largely affected by GST and hence the returns to consumers
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will not vary drastically. The Goods and Services Tax is a necessary change that is expected to
take India to a simpler and advantageous tax structure which will augment growth, but no

implementation is without difficulty.
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Abstract

Earlier taxation system is India has been witnessing various glitches. With the implementation of
GST, the burden of tax on the shoulder of the customer is minimized which ultimately lead to reduction in
business cost. GST covers all the aspect of Indian economy, Tourism & Hospitality Management is not
exception for the same. Tourism industry is one of the fastest growing industries in the country. A tourism
industry contributes nearly $1.36 billion to India’s GDP is expected to grow to $280.5 billion by 2026.
From the point of view of employment it is one of the highest employment generation industries. It is rightly
said that “1 hotel room create employment for 4 people.” As far as foreign exchange concern, tourism
industry can fetch maximum foreign direct investment. In addition to that tourism is highest tax generating
in the country.

The paper’s main aim is to examine the impact of GST on tourism &hospitality industry in India.

For the study of the paper mainly secondary data is used.

Key Words: GST, Tourism& Hospitality Industry.

Introduction:

The day of 1 ‘st April 2017 has been written in golden words in Indian economy. As our
Government has taken an innovationary step in Indian Taxation system to bring one taxation
umbrella scheme in whole nation called “Goods & Service Tax”. The parliament has approved the
bill namely 122°nd amendment bill 2014. With introduction of new tax regime, multiple state &
central tax replace with single tax called GST. The main idea about GST scheme is “One Tax One
Nation”.

GST bill will be helps to establish a uniform tax slabs. The basic tax slabs as under GST
are 0%, 5%, 18% & 28% .India ranked 2’nd highest growing economy in the world. The tourism
industry in India is in its flourishing state, so with the effect of GST , the tax rate on Room rental,
Tariff of Airways ,service charges are increased considerably. So to have harmonising effect on

implementation of GST, Government should keep in mind the interest of this promising sector.
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Problem statement:

Each & Every person who is connected with this or that way to tourism industry have
welcomed the move to the new tax regime with great enthusiasm & great zeal with its long lasting
impact on economy. However some participants were not happy on the implementation of GST
due to its complexity. This paper tries to evaluate the impact of GST & pros and cones of the

scheme from the point of tourist.

Objective:
The main object of the study is an comparative evaluation of Indian Tourism industry
under the new tax regime.
The sub-objective are as follows:
- To understand the GST impact of Tourism industry.
- To evaluate the effect of pre & post GST impact on tourism industry.
Scope:
The scope of this paper is to cover GST & its impact on tourism in India. The study use
secondary data.
Importance of Tourism Industry:
With the help of following points will helps to put some light on , importance of tourism
industry in India
GDP Contributor:
Tourism industry is one of the steadily growing sectors in India. India ranked 3’rd among
184 countries in terms of tourism &hospitality management. Its total contribution of GDP in 2016
is 7.9% p.a.
Employment Generator:
The travel & tourism sector in India is estimated to account for 9% of the total employment
opportunities in 206. It provides employment around 38.4 million people during the year.
FDI:
100%FDI is allowed under automatic route in tourism &hospitality management sector.
Subject to certain restriction , it includes 100% FDI in development of hotel, restaurants.
Launching of Different Scheme in this sector:
“Incredible India” & ‘“Athithi Devo Bhav”were launched, which will help to flourish the

tourism industry potential.
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GST Rate for accommodation.(per night)

Room Rental Rate of GST
<1000 e
1000-2500 12%
2500-7500 18%
>7500 28%
Transportation with economy class(Airfare) 5%
Transportation with business class(Airfare) 18%
Attractions like theme park & natural beauty 18%
Tour operator 5%
Travel Agent 18%
Restaurants with a turnover of >75 lakh 5%
Non-AC Restaurants 12%
AC Restaurants 18%

(Source: www.hellotravel.com)

Positive impact of GST on state revenue.
1. Service related to immovable property

Since under GST the place of supply is shifted to the place where immovable property is
situated or in case of hotels, Restaurant’s& Museums for sightseeing, it will increase revenue of
state where immovable property is located. Currently on such income, States charge local Luxury
Tax on hotel stay or VAT on foods supplied which revenue goes to state government and union
government gets revenue from Service Tax on such services. Because of GST, states having
maximum tourist places, hotels & restaurants for tourist shall earn the maximum revenue by way
of SGST which will be eqivevalent to CGST. As per the Ministry of Tourism record top 5 states
with highest local &foreign tourist arrival & departure is Tamilnadu, Uttar Pradesh, Maharashtra,

Delhi & Rajasthan. So these state revenue shall increase.

2. Services related to passenger’s Transportation:

In this case, the state with the maximum outbound journey shall earn the highest revenue.
So the stations/port having highest outbound flights/train journey /local cab shall earn substantial
revenue. In pre GST scenario, there were not having any share on such income since only service
tax was applicable for the same, which is charged by central government &collected by the central
government itself.. Now in GST regime, since state will also get 50%share of total tax charged
along with central government. So, the state like Maharashtra, Delhi, Rajasthan, Karnataka shall be

the most beneficiary among all the states.
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3. Uniformity in taxes:
The multiple taxes would be replaced by one single tax the rate of which is likely to be
between 16-18%. As lower tax rate can help in attracting more tourists in India.
4. Saving in food and beverage operation:
Companies specializing in food and beverages could be beneficiaries of GST.within
hospitality sector. Food and beverage bills have multiple components which inflate the bills by

30-35%.That would result in total GST saving of 10-15% on final bill.

Negative impact of GST on Tourism Sector.
1. Multiple Registration:
Service providers having centralized registration will have to get registered in each state

form where they provide services

2. Increased Compliance burden:
The procedure for all the invoices towards inward& outward supplies will become

cumbersome as each one of them will have to be uploaded in the system,

3. Frequency of filling returns:

The concept of credit matching under GST would be very difficult to handle &would lead
to increase in working capital. For this credit matching purpose the frequency &number of returns
to be filled will go up. In place of half yearly service tax return, under GST law, one will be
required to file state wise monthly 3 GST returns along with annual return will also be required to

be filled.

4. Liquor & Electricity is not included:

Liquor& alcohol should have been included in GST to ensure the seamless credit for the
tourism industry. The taxation on alcohol would be different than the single GST rate. The hotel
industry consumes a lot of electricity as a prime consumables and the levy of electricity duty
would also not be covered in GST. Thus the hotel industry would not be able to avail input credit

on the 2 items which will have a negative impact of this sector.

5. Aviation Turbine Fuel pricing:
ATF is currently treated separately from other petroleum products for claiming that modvat
credits and since ATF is not brought under the GST regime there would be substantial cost impact

of ATF used in aircraft due to cascading effect leading to price increase.
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Impact on Consumers:

If we considers the pre era of GST, there was a composite levy of both ie. Service
Tax@6% & VAT @14.5%(vary from state to state) on food and beverages served by hotels which
finally put the burden of 20.5% in pocket of the final consumer.

In post GST scenario, As supply of food and drinks in a restaurants shall be treated as a
supply of service. Hence GST shall levied on such services @18% which saves around 3%as

compared to the previous tax regime.

Table showing changing scenario of GST on food bill.

PQR Food Corner.
Before GST Amt. | After GST Amt.
Gross Total 2000 | Gross Total 2000
Service Charge @10% 200 | Service 200
Charge@10%

Service Tax @ 5.6% 123.2 | GST @18%
KKC @0.2% 440 | CGST @ 9% 198
SBC@0.2% 4.40 | SGST @9% 198
VAT@14.5% 319

Total 2651 Total 2596

(Source: www.hellotravel.com)

2. Earlier non AC restaurants were exempt from the levy of service tax. But there was a presence
of State VAT. @ 12%. In present system, Restaurants having the non-facility of air conditioning /
central heating at any time during the year and nor having license to serve liquor is liable to pay
GST 12%..

3. Further, staying in a good hotel is going to be very costlier as the rate of tax has been doubled

from 9%-18%. For 5 Star Hotels will attract tax@28%.

Conclusion:
GST is going to be an efficient and harmonized destination based tax system and will
remove the problem faced by the sector leading to cost optimization and a free flow of

transactions.
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GST is a flicker of hope for the hotel and tourism industry if we can keep the GST rate 5%.
GST might represent with its uniformity of tax rates, a better utilisation of input credit which in
turn benefits the end user in terms of affordability. To make maximum utilisation of our potential
& to sustain in this sector the GST rate should brought down. Our countries still have high
supremacy on tourism even though the tourism industry is not as economical as compare to other
neighbouring countries like Malaysia, Thailand (tax rate is 1.5%-3.5%). By passing of the GST

law which will indirectly amount to more revenue generated for the government.

Weblograghy:
www.hellotravel.com
www.cleartax.com
WWWw.quora.com
www.thehindu.com
www.ibef.com

WWwWw.yourstory.com

Impact of GST on Business, Trade and Indian Economy 39



GOODS AND SERVICE TAX AND ITS IMPACT ON E-COMMERCE IN INDIA

Dr. Amol Gajdhane
Assistant Professor,
School of Commerce and Management,
Solapur University, Solapur
0 ——————————————
Abstract:

Goods and Services Tax (GST) is executed from Ist of July, 2017 in India. It is the biggest indirect
tax reform since independence. It has aim to make the tax structure simple with a seamless credit chain.
GST is the integrated indirect tax levied on the supply of goods and services. There will be dual GST with
the Center and State concurrently imposing it on the common tax base. The Central GST (CGST) and State
GST (SGST) will be charged on intra-state supplies whereas Integrated GST (IGST) will be charged on
inter-state supplies. GST is based on the “One tax, one market” concept which should be a welcome step
for e-commerce in India. In the last decade, e-commerce has seen a massive growth in India economy.
However, the India becomes a leading market for e-commerce after China. The e-commerce market in the
India is expected to exceed the $100 billion by 2020. The rapid growth in e-commerce has resulted in
conflicts regarding multiple tax issues along with other challenges such as rising competition, dwindling
profit margins etc. This paper analyzed the impact of the GST on the e-commerce in Indian economy.
Finding of the analysis identify the challenges and opportunities involved at all stages of e-commerce
development. From this, it can be concluded that several of these challenges can be mitigated early and the

opportunity for the future amplification of the e-commerce industry.

Keywords: GST, e-commerce, economy, business, tax.

1. Introduction

Goods and Services Tax (GST) is a national value added tax to be applied in India from
July 1, 2017. GST is an all-inclusive tax levied on manufacture, sale and consumption of goods
and services at a nationwide level. GST is considered to be a mechanism to enforce the indirect tax
on manufacturing, sales and consumption of goods and services across India, to replace the
existing various taxation schemes implemented by the Central and State governments. GST is one
indirect tax for the whole nation, which will make India one common market. GST is a destination
based tax and it is levied only on value addition at each stage because credits of input taxes paid at
procurement of inputs will be available. Thus, the final consumer will bear only the GST charged

by the last dealer in the supply chain. The simplicity of GST would lead to easy administration and
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enforcement of the tax. The major benefit of the GST is estimated to be in terms of the reduction in
the overall tax paid by the consumer currently, free movements of the goods from one state to
another, and minimization in the paperwork up to a large extent.

E-commerce in India has seen exponential growth over the last decade. This growth is due
to many factors, which including rapid adoption of technology by Indian consumers, large
increases in the number of internet users, new enabling technologies, innovative business models
and alternative payment options offered by E-commerce companies. Furthermore, the high growth
in E-commerce continues unabated, with the sector expecting to witness a steep increase in
revenues in the coming years. The E-commerce industry was worth US $ 5.4 billion in 2011 grew
at a CAGR of 37% to touch US $38.5 billion in 2017, and is estimated to become US $ 200 billion
industry by 2026. (Harish Pal Kumar, 2017).

Young demographic profile, rising internet penetration and relative better economic
performance are the key drivers of e-commerce sector. The Government of India's policies and
regulatory frameworks such as 100% foreign direct investment (FDI) in B2B e-commerce and
100% FDI under automatic route under the market place model of B2C e-commerce are expected

to further drive growth in the e-commerce sectors.

2. Objective of the study
The objectives of the paper are:
1. To study the Goods and Service Tax and its impact on the e-commerce industry in India.

ii. To examine the consideration of e-commerce according to Goods and Service tax law.

3. Research Methodology

Since GST is recently introduced, very less research has been in this field. Therefore, data
has been collected from various secondary sources. The main source of research was the Draft
GST bill available at Finance ministry's website along with reports of various firms like PWC and
EY.NASSCOM's report on startup and CRISIL's report on logistics cost has been used for
assessing the impact of GST on startups. Apart from this various newspaper articles and websites

has been considered for this research paper list of which can be found in reference section.

4. Consideration of e-commerce according to GST
According to the Section 43B(d), the E-Commerce is defined as, “Electronic Commerce to
mean the supply or receipt of goods and/ or services, or transmitting of funds or data, over an

electronic network, primarily the internet, by using any of the applications that rely on the internet,
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like but not limited to e-mail, instant messaging, shopping carts, web services, universal
description Discovery and integration (UDDI), File Transfer Protocol (FTP) and Electronic Data
Interchange (EDI) whether or not the payment is conducted online and whether or not the ultimate
delivery of the goods and/or services is done by the operator” (Model GST Law, 2016).

Section 43B (e) defines, an Electronic Commerce Operator (Operator) as every person
who, directly or indirectly, owns, operates or manages an electronic platform which is engaged in
facilitating the supply of any goods and/or services. Also a person providing any information or
any other services incidental to or in connection with such supply of goods and services through
electronic platform would be considered as an Operator. A person supplying goods/services on his

own account, however, would not be considered as an Operator (Model GST Law, 2016).

5 Impact of GST on E-Commerce Market

GST is going to have a major impact on e-commerce in the India. Other than consumers, e-
commerce has two key players i.e. the e-commerce marketplaces and the sellers. The e-commerce
marketplaces such as Flipkart and Amazon are required to make necessary adjustments to their
operations. On the other hand it impacts on e-commerce sellers, represented by the thousands of
retailers that sell through the marketplace that requires intense scrutiny. The impact of GST on e-
commerce sellers and the steps such businesses need to take to ensure regular compliance.
5.1 Induced taxation changes

Currently, GST appears to be range of compliance guidelines. The enhanced regulatory
requirements might take a seller’s focus away from business operations for several times.
However, GST as a single tax for products across India will be beneficial for all e-commerce
business in the long run because of the aspect of transparency in trade brought by GST.
5.2 Enlarged scope for e-commerce

GST has opened new opportunities for small and medium sized e-commerce businesses to
compete with bigger enterprises at a national level. Formerly, these businesses were limited to
operating within the limits of one state due to the looming tax rates of trading across multiple
states. But GST is combining all the taxation under one roof, therefore e-commerce enterprises
need not be burdened by multiple taxes while selling to consumers across various states.
5.3 Mandatory Registration

The government has specified a turnover threshold of Rs. 20 lakh for registration under
GST law. This has been relaxed to Rs. 10 lakh for north-eastern states. However, for e-commerce

businesses registration is compulsory, irrespective of whether they fall below the turnover slab of
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Rs. 20 lakh or not. On the one hand small e-commerce enterprises will suffer tax burden and on the
other hand removal of the threshold for registration will help bring more online businesses into the
sphere of taxation.
5.4 No Benefit under Composition Scheme

Most of the businesses registered under GST are small and medium businesses. Therefore,
Government has introduced composition scheme under GST law. This scheme is aimed to reduce
the burden of compliance for small and medium businesses. However, GST law has explicitly
disqualified e-commerce businesses from this scheme. The Composition Scheme permits
businesses with a turnover of under Rs. 75 lakh to file quarterly returns instead of monthly and pay
tax at a low rate of 2%. Although this might seem to be a difficult for e-commerce, the number of
documents required to file for the Composition Scheme is relatively higher, reducing the burden of
document collation.
5.5 Tax collected at source (TCS)

E-commerce marketplaces are required to deduct 2% TCS on the net value of sales as the
GST liability of the seller and deposit it with the government. Furthermore, the sales reported by
both the e-commerce marketplace as well as the seller needs to tally at the end of each month. If
there is any dissimilarity, then that will be added to the turnover of the seller and they will be liable
to pay GST on the additional amount. This measure will weed out fraudulent sellers and shall
subsequently build trust between marketplaces and sellers.
5.6 Filing of tax returns

The e-commerce businesses need to follow the similar process that is followed by brick-
and-mortar retailers. Form GSTR-1, containing details of outward supplies, needs to be submitted
by the 10" of every month. The seller will receive Form GSTR-2A by the 11" of the same month,
which contains details of the tax collected by the e-commerce marketplace. Then, they need to
review and submit Form GSTR-2 by the 15™ of the month. Discrepancies in supplies are to be
submitted through Form GST ITC-1 by the 21" of the same month. This would require businesses
to be precise about tallying data coming from different sources before filing returns. Taking the
help from the professional GST services provider has become essential to compliance with the
regulations.
5.7 Refunds under cash on delivery

Indian consumers extensively opt for ‘cash on delivery’. Such sales witness return of orders

to the tune of 18%. The reconciliation process for refunds takes around 7-10 days. Primarily,
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there might be confusion around generating refunds for cancelled orders where taxes have
already been filed.
5.8 Increases in Credit

The GST law has established ‘input tax credit’ to cover goods or services used by a
company during the business operation. E-commerce businesses are required to establish a direct
relationship between the input material and the final product/service is eliminated. E-commerce
business can also takes advantage of input credit under GST likewise other registered entities.

5.9 Impact logistics and warehousing

GST is assured to reduce costs incurred in e-commerce logistics. This reduction, according
to some estimates, could be as high as 20%. Likewise, state-level taxes being merged under GST,
e-commerce platforms can reduce warehousing costs as they need not maintain huge warehouses
across multiple locations in the country. Such warehouses were earlier operating below their rated
capacities, adding to inefficiencies and the selling price of products. Now, e-commerce
marketplaces can opt for maintaining a few warehouses at strategic locations. These well-
maintained logistics hubs will be able to attract FDI inflows and lead to an increase in overall
efficiency in operations. With the free movement of goods and services and a uniform tax rate
across states, e-commerce sellers will be free to transport across different locations in India.

The implementation GST will eliminate the entry taxes and help to fast movement of goods
vehicles across states, the last mile delivery costs will come down that ultimately benefited to the
e-commerce businesses. However, this benefit can be delivered to customers. Similarly, the SMEs
can expand the business all over the India rather than the local market. This expansion can be
possible due to saving costs on heavy inter-state taxation. This transition will give motivation to
the SME sector in India and increase healthy competition among SMEs. Resultant, that will

improve in the quality of products and services available in India.

6. Conclusion

The GST law may have negative impact on the e-commerce business. The e-commerce
sector in India is one of the most rapidly progressing sectors. But the government is vigorously
promoting GST law; the introduction of such cumbersome compliances shrinks the growth of the
e-commerce sector.

Statutory compliances introduced by the Government should be towards the development
of business rather than creating hitches. The GST law should provide an enabling environment that

encourages e-commerce operators and suppliers. There is no doubt that e-commerce will be
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subject to increased tax compliance and subsequently increased costs. However, in the long run,
GST should provide the common platform for all the e-commerce sellers, thereby streamlining

their operations and setting the tone for increased e-commerce business growth in the future.
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1. Introduction:

The recently introduced Goods and Service Tax is undoubtedly the biggest tax reform in
the monetary history of India. Goods and Service Tax introduced from 1% July 2017 in India.
Implementation of Goods and Service Tax leaves behind an inefficient complicated and
fragmented indirect tax system. Goods and Service Tax has subsumed a profusion of Central and
State indirect taxes to create a single unified market. It is slated to make India a seamless national
market, boosting trade and industry and in turn growth rate. Goods and Service Tax is expected to
represent a leap forward in creating a much cleaner dual Value Added Tax. Common base and
common rates across goods and services and across States and between Centre and States will
facilitate administration and improve compliance while also rendering manageable the collection
of tax on inter State sales. Switching over to Goods and Service Tax is fraught with many
problems administrative and technical. However such problems are endemic to any change of
revolutionary proportions. It is a new tax shrouded in mystery. Stakeholders, State Governments,
tax officials, manufacturers, traders, third parties and consumers are apprehensive, anxious and
uncertain about its implication. Goods and Service Tax is like an elephant amidst blind men, each

holding a part of it and wondering what it is.

2. Objectives:
1. To know objectives of Tax Policy
2. To understand concept of GST
3. To study future challenges facing Goods and Service Tax.

3. Research Methodology

The present study will concerned with the study of Goods and Service Tax. So the required
data for the study will be collected from Secondary Sources. The secondary data necessary for this
investigation was collected mainly from the various Government publish sources as well as the

Internet, (web sites relating to the study) several Books and magazines.
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4. Review of Literature:

M.M. Sury (2017) in his book, “Goods and Service Tax (GST) in India” and explain and
examines various aspects of Goods and Service Tax. The book is organized in two parts. In part I
provides conceptual clarities as regards taxation of goods and services and describes pre-GST
indirect tax system India and in part II records the circumstances leading to the introduction of
GST its present structure and future challenges.

Nitin Kumar (2014) studied, “Goods and Service Tax- a Way Forward” and concluded
that implementation of GST in India help in removing economic distortion by current indirect tax
system and expected to encourage unbiased tax structure which is indifferent to geographical
locations.

Pinki, Supriya Kamma and Richa Verma (July 2014) studied, “Goods and Service Tax-
Panacea For Indirect Tax System in India” and concluded that the new NDA government in India
is positive towards implementation of GST and it is beneficial for central government, state
government and as well as for consumers in long run if its implementation is backed by strong IT

infrastructure.

5. Objectives of Tax Policy

Why are taxes imposed? They are imposed for a variety of reasons. Tax policy has a
number of functions to perform and objectives to satisfy. Though the concept of an ideal tax
system for a country is linked with the peculiar characteristics of its economy yet tax policy is
usually assigned the following four objectives in the stated order in atypical developing economy.
5.1 Resource Utilization:

The first and foremost objective of tax policy in a country is to raise resources for public
authorities for administration and development. Taxes are the main instrument for transferring
resources from private to public use. By designing an appropriate tax structure, resources can be
raised from those who are holding them idly or squandering them on luxury consumption.

5.2 Resource Allocation:

Scarcity of real resources in developing countries calls for their optimum utilization. By
imposing high tax rates on luxuries and other low priority item the government can discourage the
consumption and production of such items ensuring in the process release of resources for high
priority sectors.

5.3 Distributive Justice:

Distributive justice or economic justice is an important objective of tax policy. Economic
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justice relates largely to distribution of tax burden and benefit of public expenditure. It is a
component of the broader concept of social justice which encompasses, besides distributive justice
such questions as treatment of women and children and racial and religious tolerance in a society.
5.4 Stabilization:

Initial development efforts are generally marked by inflationary tendencies in an economy.
Inflation if uncontrolled, may thwart a;; development plans and bring misery to the poor. A

reasonable degree of price stability should be a primary concern of a government’s tax policy.

6. Goods and Service Tax (GST):

Goods and Service Tax is a tax on goods and services with comprehensive and continuous
chain of set off benefits up to the retailer level. It is essentially a tax only on value addition at each
stage and a supplier at each stage is permitted to set-pff through a tax credit mechanism the Goods
and Service Tax paid on the purchase of goods and services. Ultimately the burden of Goods and

Service Tax is borne by the end user of the commodity or service i.e. final consumer.

7. Future Challenges for Goods and Service Tax:

Goods and Service Tax is a completely new tax with new concepts like place of supply and
new tax structures. Goods and Service Tax is one indirect tax for the whole nation which will
make India one unified common. Some of the challenges for Goods and Service Tax
7.1 Implementation Challenges:

Central Board of Excise and Customs (CBEC )would need to prepare for meeting the
implementation challenges which are quite formidable, the number of taxpayers is likely to go up
significantly. The existing IT infrastructure of CBEC also need to be suitably scaled up to handle
such large volumes of data. Organizational structure and development of human resources needs
review for smooth and effective implementation of Goods and Service Tax.

7.2 Public Outreach and Knowledge Sharing:

It is expected that a momentous reform like Goods and Service Tax is popularized and
familiarized to the trade and industry who are the vital stakeholders in successful implementation
of this reform. Goods and Service Tax is not merely a tax reform. It is also a reform that will
revolutionize the way business is conducted in India.

7.3 Possibilities of Goods and Service Tax Evasion:

The proponents of Goods and Service Tax claim that evasion under it is difficult and

minimal. The tax credit method ensures cross-checking of the records of taxpayers through

invoices. Buyer firm insist on supplier firms to furnish invoice which help the former to claim tax
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credit. Since tax liability of single taxpayer under Goods and Service Tax is only a fraction of the
total amount of tax the incentive for evasion is relatively weak.
7.4 Consumer Protection in India:

at the root of consumer protection is the recognition of an unequal relationship between
consumers and producers. Protection of consumers is accomplished by setting minimum quality
specifications and safety standards for both goods and services and establishing mechanisms to

redress their grievances.

8. Conclusion

Goods and Service Tax introduced from 1* July 2017 in India. Implementation of Goods
and Service Tax leaves behind an inefficient complicated and fragmented indirect tax system.
Common base and common rates across goods and services and across States and between Centre
and States will facilitate administration and improve compliance while also rendering manageable
the collection of tax on inter State sales. Achievement of objective of tax policy Goods & Service

Tax is very important.

9. Reference:

Sury M.M. (2017)- Goods and Service Tax (GST)in India, New Century Publication,
New Delhi.

Rani Vaneeta (2014) — Tax Reforms in India New Century Publication, New Delhi.

Nitin Kumar (2014), “Goods and Service Tax in India-A Way Forward”, “Global Journal of
Multidisciplinary Studies”, Vol 3, Issue6, May 2014.

Pinki, Supriya Kamna, Richa Verma(2014), “Good and Service Tax — Panacea For Indirect
Tax System In India”, “Tactful Management Research Journal”,Vol2, Issue 10, July2014

Impact of GST on Business, Trade and Indian Economy 49



AR SRIIIEIER TR T WAl Bl R 9 JAdamae

1. TR SIS Hiciterrel T, BT AAToll qrersit
JooIaTT FETdernerd, JooiqR 3. SWMETe.413601.

s¥er— balajinagare @ gmail.com
‘

UKATIAT—

IE] T Hal PR T YT HRMEAT T IR 32, STy WIAIINT GIRT 8id
el 32, I%] @ Hal BRI AT biad JHAT WU Seell TMT 2016 HeU fiFHA
AT 37 YehThROT TS SMUUATAT IEQUM T FHT HRUATT 3ATel. a%] 9 Har Iidl
T 9P ITRIER 8T FR el Sl 9% 9 AT BRIAT JAATAEAUIER 3R Fd BRI Bl
ARARd &R, GBI R PHIgA Cldel Sl ST IR I HdT PR & FTAM HRYVME AR

DIUTE! ST 3 d BT BR FMBRON HEwATe! I AT Yeb 9T U -
B YAldd fAciel 9 g HdT B [AEISTAT FHG 3ifH F9RT g I Aewd [d9e Dot 3T,
IR B HId AEGD aRA 99 GRAST HRUAM HRYT JFAM. HRU A1 IGTRUSHR IR
BN A AT Jd ATEL AT HREM Ueadd! d9ed ARGR b Eren Sd FHEoT .
IR T AAIIRI ATSID IATed BRULR] AW JHN TIR Hedl AT YIigol B, T qIOTRUSHE
fyaiar S o FAa fhar @rar aRem aoRr=n Al E1vaTd 81 9. ) & HTIQUR,
guTel, TR UeRdi HeYel fAelduard HeYell Yadhd d1efduar §%d |e e, dRiAvdd
gk fefeuqReidilel HewdTd ©cdh 3iTe. diicgaRedl STl 30T HHMAAIS] el HRYVIA!
AT JATUTEH S AT D AT BT SaaY el g O] g Hal HR YIETd IMOTaT Tl 3Te,

T SRR B o Wrefldt Sfitefar amenRa o,

1. 9] 9 HAT B IT Hhou-ra] IJARTH BRI,

2. TR T AT PR AT IROTAT JAMOT AT Sf@rar ooy,

3. WRAN Ndgaweredr fafder &= AT SR Siefell YA S Hol.
A qeail—
T NN HId qUHATHD T fAeivuned HuEE  Ueadlar STRIRG oM. aww  fafdy
FId@Ieliard, qaaFuaRld oRkd IRIREIT GRH  AEFEl 928 Ahardaro! fadd bl
HNUGTT JTelT 2. a9d fAfdy Ghdwerd UhiNd TUBINT Solell FedUel, IRIHIY Swvdyl S.
o HUEE Uegcl] U dTuR HRUATT ATl AT,

Impact of GST on Business, Trade and Indian Economy 50




Electronic Interdisciplinary International Research Journal (EIIR])

Edulndex Impact Factor 5.20 ISSN 2277-8721
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frspe—
ARATH WAOR BRYIRUAT e 3 YT Sleld A Id e U A1

BUA  aR] 9 AT BR ATHS TRl SRIAT ATAT Y& Ie¥ VS G UH ) 2 dcd UoHelTd v
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ATPRTS.
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The Hindu.

The Hindustan Times

Rajya Sabha Debete on GST Bill-
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GST - STEP TOWARDS GROWTH

Paryani Sunit Narayan
Asst Prof in Commerce
Ramchand Kimatram Talreja College
e ———
Introduction :

The Goods and Service Tax is a value added tax levied on most goods and services sold for
domestic consumption.GST has been introduced to replace multiple indirect taxed levied by State
and Central Government in order to simplify the indirect tax system

GST is a single tax on the supply of goods and services, right from the manufacturer to the
consumer. Credits of input taxes paid at each stage will be available in subsequent stage of value
addition, which makes GST essentially a tax only on value addition at each stage. The final
consumer will thus bear only the GST charged by the last dealer in the supply chain, with set off
benefits at all the previous stages.

Goods and services are divided into five tax slabs for collection of tax 0%, 5%, 12% , 18%
and 28%. Petroleum products and alcoholic drinks are taxed separately by the individual state

governments

28%

12% 18%

GST Rates on Goods & Services Applicable from
ist July 2017

The tax came into effect form July 1, 2017 through the implementation of one hundred and
first amendment by the Government of India. The tax replaced existing multiple cascading taxes
levied by the central and state government. The tax rates, rules and regulations are governed by

the Goods and Services Council which comprises fiancé ministers of central and all the states
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Objectives of the study:
1) To understand the concept of GST
2) To study the impact of GST on Trade

Research Methodology:
The present study is based on the secondary data collected from reports, article on GST,

research articles and different web sites.
Service
Purchase Tax Centra
Tax Sales

=
P

VAT

< | A5
Tax

Merits of GST
e For Business and industry :
e Easy compliance
e Uniformity of tax rates and structure
e Removal of cascading
e Improved competitiveness

e Gain to manufacturer and exporters

Merits for Central and State Government
e Simple and easy to administer
e Better controls on leakage
e Higher revenue efficiency
Merits for consumers
e Single and transparent tax proportionate to the value of goods and services

e Relief in overall tax burden

What is Central Goods and Service Tax (CGST)
Under GST, CGST is a tax levied on Intra State supplies of both goods and services by the
Central Government and will be governed by the CGST Act
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What is State Goods and Service Tax (SGST)
Under GST. SGST is a tax levied on Intra state supplied of both goods and services byf the
State Government and will be governed byf the SGST Act.

An example for CGST and SGST:

Let’s suppose Ramesh Patil is a dealer in Maharashtra who sold goods to Anil Sawant in
Mabharashtra worth Rs. 20,000. The GST rate is 18% comprising of CGST rate of 9% and SGST
rate of 9%. In such case, the dealer collects Rs. 3600 of which Rs. 1800 will go to the Central

Government and Rs. 1800 will go to the Maharashtra Government.

What is Integrated Goods and Services Tax (IGST)

Under GST, IGST is a tax levied on all interstate supplies of goods and or services and will
be governed by the IGST Act, IGST will be applicable on any supply of goods and service in both
cases of import into India and export from India
Consider that a businessman Ramesh Patil from Maharashtra had sold goods to Anil Patel from
Gujarat worth Rs. 1,00,000. The GST rate is 18% comprised of 18% IGST. In such case, the dealer
has to charge Rs. 18,000 as IGST. This IGST will go to the Centre.

GST is the biggest tax reform in India founded on the notion of One nation, one market,
one tax. The GST act cover unified market of 1.3 billion citizens. Manufacturers and traders
would benefit from few tax filing, transparent rules, and easy maintenance of accounts and
consumer would be paying less for the goods and services, and the government would generate
more revenues Though in short time we feel that GST is not beneficial for the traders, but its long
term affect on the growth of the country and it will help in reforming the econmy.

The impact of GST on macro economic indicators is likely to be very positive in the Medium term,
Inflation would be reduced and tax on tax will be removed, there Will be increase in the revenue
from the taxes which will be help to government for Implementation of plans and policies for the
development of the nation. Import, Exports will grow, which will results in increase of FDI. The
Industry personal believe that the country would be on the path of progress and GST is the most
important tax Reform ever in the history of the country

Reference :

www.gstindia.com

WWWw.gstn.org

moneycontrol.com
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GOODS AND SERVICES TAX A KEY TAX REFORM IN INDIA

Prof.Ashok R.Herwade
Raje Ramrao Mahavidyalaya,Jath Dist-Sangli

Abstract:
The paper is regarding impact of GST on Indian Economy. With the introduction of GST there is a

condition chaos and confusion among common man. The aim this research paper is to explain the
mechanism of GST and its effects on Indian economy. In India, the idea of GST was contemplated in 2004
by the Task Force on implementation of the Fiscal Responsibility and Budget Management Act, 2003,
named Kelkar Committee. The Kelkar Committee was convinced that a dual GST system shall be able to tax
almost all the goods and services and the Indian economy shall be able to have wider market of tax base,
improve revenue collection through levying and collection of indirect tax and more pragmatic approach of
efficient resource allocation. Under the Goods and Service Tax mechanism, every person is be liable to pay
tax on output and shall be entitled to enjoy credit on input tax paid and tax shall be only on the amount of
value added . The historic GST or goods and services tax has become a reality. The new tax system was
launched at a function in Central Hall of Parliament on Ist July ,2017 (Friday midnight). GST, which
embodies the principle of "one nation, one tax, one market" is aimed at unifying the country's $2 trillion
economy and 1.3 billion people into a common market. Under GST, goods and services fall under five tax
categories: 0 per cent, 5 per cent, 12 per cent, 18 per cent and 28 per cent. For corporates, the elimination
of multiple taxes will improve the ease of doing business. And for consumers, the biggest advantage would
be in terms of a reduction in the overall tax burden on goods. "Inflation will come down, tax avoidance will
be difficult, India's GDP will be benefitted and extra resources will be used for welfare of poor and weaker
section," Finance Minister Arun Jaitley said at GST launch event in Parliament. The Lok Sabha has finally
Passed the Goods and Services Tax Bill and it is expected to have a significant impact on every industry
and every consumer. Apart from filling the loopholes of the current system, it is also aimed at boosting the
Indian economy. This will be done by simplifying and unifying the indirect taxes for all states throughout
India.

Keywords: GST, Indian Economy, Positive Impact , Negative Impact, Central Government, State

Government

I. Introduction

GST stands for Goods and Services Tax levied by the Government in a move to replace all
of the indirect taxes. In India, the idea of GST was contemplated in 2004 by the Task Force on
implementation of the Fiscal Responsibility and Budget Management Act, 2003, named Kelkar
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Committee. The Kelkar Committee was convinced that a dual GST system shall be able to tax
almost all the goods and services and the Indian economy shall be able to have wider market of tax
base, improve revenue collection through levying and collection of indirect tax and more
pragmatic approach of efficient resource allocation. Under the Goods and Service Tax mechanism,
every person is be liable to pay tax on output and shall be entitled to enjoy credit on input tax paid
and tax shall be only on the amount of value added. The principal aim of GST is to eliminate
cascading effect i.e. tax on tax and it will lead to bringing about cost competitiveness of the
products and services both at the national and international market. GST System is built on
integration of different taxes and is likely to give full credit for input taxes. GST is a
comprehensive model of levying and collection of indirect tax in India and it has replace taxes
levied both by the Central and State Governments. GST be levied and collected at each stage of
sale or purchase of goods or services based on input tax credit method. Under this system, GST-
registered commercial houses shall be entitled to claim credit of the tax they paid on purchase of
goods and services as a part of their day to day businesses.

The historic GST or goods and services tax has become a reality. The new tax system was
launched at a function in Central Hall of Parliament on 1st July ,2017 (Friday midnight). GST,
which embodies the principle of "one nation, one tax, one market" is aimed at unifying the
country's $2 trillion economy and 1.3 billion people into a common market. Under GST, goods and
services fall under five tax categories: O per cent, 5 per cent, 12 per cent, 18 per cent and 28 per
cent. For corporate, the elimination of multiple taxes will improve the ease of doing business. And
for consumers, the biggest advantage would be in terms of a reduction in the overall tax burden on
goods. "Inflation will come down, tax avoidance will be difficult, India's GDP will be benefitted

Goods and Services Tax and Its Impact on Indian Economy

II. Research Methodologyy

The research paper is based on empirical study. It is a type of descriptive research paper.

Objectives of Study:
1. The first objective of the paper is to highlight the impact of GST on Indian Economy.

2. The second objective is to explain the working mechanism of GST in India.

Importance of the Study:
1. The study will highlight the effect of GST on Indian Economy.
2. It will prove to be of great help to a common man to understand the concept the GST.

3. It will remove the morbid fear of GST from among the business community members.
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Data Collection: This paper is a descriptive paper based on secondary data collected from

different books, news-paper articles and research journals.

Need for GST:

1. The main reason behind introducing GST is to improve the economy of the nation.

2. VAT rates and regulations differ from state to state. And it has been observed that states often
resort to slashing these rates for attracting investors. This results in loss of revenue for both
the Central as well as State government.

3. On the other hand, GST brings in uniform tax laws across all the states spanning across diverse
industries. Here, the taxes would be divided between the Central and State government
based on a predefined and pre-approved formula. In addition, it would become much easier
to offer services and goods uniformly across the nation, since there won’t be any additional
state-levied tax.

4. GST rollout missed several deadlines due to disagreement among many states over certain
important issues on the new tax reform. However GST is scheduled for a nation-wide

rollout on July 1st, 2017
Features of GST

1. GST is one indirect tax for the entire nation, which will make India “one unified common
market”.

2. It will replace multiple taxes like VAT, CST, Excise Duty, Entry Tax, Octroi, LBT, Luxury Tax
ect.

3. Tax Payers with an aggregate turnover in a financial year up [ Rs. 20 Lakhs & Rs. 10 Lakhs for
North Eastern Sates and Special Category States] would be exempted from tax.

4. GST slabs are pegged at 5%, 12%, 18% & 28%.

Impact of GST in India : Positive Impact of GST in India:

1. GST is a single taxation system that will reduce the number of indirect taxes. From now, a
single taxation term would cover all of those indirect taxes.

2. The prices of products and services would reduce, thus this system would prove to be beneficial
for the people who are fed up of paying high prices.

3. This would reduce the burden from the state and the central government. With the introduction

of GST, all indirect taxes would come under a single roof.
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4. GST would not be charged at every point of sale like other indirect taxes so in this way, market
would be developed.

5. Corruption-free taxation system. GST would introduce corruption-free taxation system.

6. Less tax compliance.
Goods and Services Tax and Its Impact on Indian Economy DOI: 10.9790/487X-
1910062630 www.iosrjournals.org 28 | Page

7. Removes cascading effect of taxes.

8. Manufacturing costs will be reduced, hence prices of consumer goods likely to come down.

9. Due to reduced costs some products like cars, FMCG etc. will become cheaper.

10. A unified tax regime will lead to less corruption which will indirectly affect the common man.

Negative Impact of GST in India:

1. The introduction of GST in the country will impact real estate market. This would increase new
home buying price by 8% and reduce buyers™ market by 12%.

2. GST is a mystifying term where double tax is charged in the name of a single tax.

3. Most of the dealers don“t pay central excise tax and cheat the government by simply giving the
VAT. But all of those dealers would now be forced to pay GST.

4. The short-term impact of GST is expected to be neutral-to negative for the broader economy.

5. Production processes are likely to take some time to align with the new framework as firms
adjust to the input tax credit system and better manage working capital requirements.

6. For consumers, it will be a mixed bag as some goods become cheaper while others will be
expensive.

7. Services will become expensive e.g. Telecom, banking, airline etc.

8. Being a new tax, it will take some time for the people to understand its implications.

9. It is easier said than done. There are always some complications attached. It is a consumption
based tax, so in case of services the place where service is provided needs to be
determined.

10. If actual benefit is not passed to consumer and seller increases his profit margin, the prices of
goods can also see a rising trend.

However, GST is a long term strategy and the positive impact shall be seen in the long run
only. Let us hope GST proves to be a game changer in a positive way and proves to be beneficial

to the common man.
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GST - Analysis and Opinions
GST is purported to bring in the ,,one nation one tax™ system, but its effect on various
industries will be slightly different. The first level of differentiation will come in depending on

whether the industry deals with manufacturing, distributing and retailing or is providing a service.

Impact of GST on Manufacturers, Distributor and Retailers

GST is expected to boost competitiveness and performance in India®s manufacturing
sector. Declining exports and high infrastructure spending are just some of the concerns of this
sector. Multiple indirect taxes have also increased the administrative costs for manufacturers and
distributors and it is being hoped that with GST in place, the compliance burden will ease and this

sector will grow more strongly.

Impact of GST on Service Providers

As of March 2014, there were 12, 76,861 service tax assesses in the country out of which
only the top 50 paid more than 50% of the tax collected nationwide. Most of the tax burden is
borne by domains such as IT services, telecommunication services, Insurance industry, business
support services, Banking and Financial services etc. These pan-India businesses already work in a
unified market, and while they will see compliance burden becoming lesser there will apparently

not be much change in the way they function even after GST implementation.

Sector-wise Impact Analysis
Logistics In a vast country like India, the logistics sector forms the backbone of the economy. We
can fairly assume that a well organized and mature logistics industry has the potential to leapfrog

the “Make In India” initiative of the Government of India to its desired position.

E-com The e-com sector in India has been growing by leaps and bounds. In many ways, GST will
help the e-com sector™s continued growth but the long-term effects will be particularly interesting
because the model GST law specifically proposes a tax collection at source (TCS) mechanism,
which e-com companies are not too happy with. The current rate of TCS is at 1% and it“Il remain
to be seen if it dilutes the rapid boom in this sector in any way in the future.

Pharma On the whole, GST is expected to benefit the pharma and healthcare industries. It will
create a level playing field for generic drug makers, boost medical tourism and simplify the tax

structure. If there is any Goods and Services Tax and Its Impact on Indian Economy .

Textile The Indian textile industry provides employment to a large number of skilled and unskilled

workers in the country. It contributes about 10% of the total annual export, and this value is likely
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to increase under GST. GST would affect the cotton value chain of the textile industry which is
chosen by most small medium enterprises as it currently attracts zero central excise duty (under

optional route).

Real Estate The real estate sector is one of the most pivotal sectors of the Indian economy,
playing an important role in employment generation in India. The probable impact of GST on the
real estate sector cannot be fully assessed as it largely depends on the tax rates. However, it is a
given that the sector will see substantial benefits from GST implementation, as it will bring to the
industry much required transparency and accountability. concern whatsoever, then it relates to the

pricing structure (as per latest news).

Telecommunications In the telecom sector, prices are expected to come down after GST.
Manufacturers will save on costs through efficient management of inventory and by consolidating
their warehouses. Handset manufacturers will find it easier to sell their equipment as GST will
negate the need to set up state-specific entities, and transfer stocks. The will also save up on

logistics costs.

Agriculture Agricultural sector is the largest contributing sector the overall Indian GDP. It covers
around 16% of Indian GDP. One of the major issues faced by the agricultural sector is
transportation of agri products across state lines all over India. It is highly probable that GST will
resolve the issue of transportation. GST may provide India with its first National Market for the
agricultural goods. However, there are a lot of clarifications which need to be provided for rates
for agricultural products. FMCG The FMCG sector could see significant savings in logistics and
distribution costs as the GST will eliminate the need for multiple sales depots. The GST rate for
this sector is around 17% which is way lesser than the 24-25% tax rate paid currently by FMCG
companies. This includes excise duty, VAT and entry tax — all of which will be subsumed by GST.
Freelancers Freelancing in India is still a nascent industry and the rules and regulations for this
chaotic industry are still up in the air. But with GST, it will become much easier for freelancers to
file their taxes as they can easily do it online. They will be taxed as service providers, and the new

tax structure will bring about coherence and accountability in this sector.

Automobiles The automobile industry in India is a vast business producing a large number of cars
annually, fueled mostly by the huge population of the country. Under the current tax system, there
are several taxes applicable on this sector like excise, VAT, sales tax, road tax, motor vehicle tax,

registration duty which will be subsumed by GST. Though there is still some ambiguity due to tax
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rates and incentives/exemptions provided by different states to the manufacturers/dealers for
manufacturing car/bus/bike, the future of the industry looks rosy.

Startups With increased limits for registration, a DIY compliance model, tax credit on purchases,
and a free flow of goods and services, the GST regime truly augurs well for the Indian startup
scene. Currently, many Indian states have very different VAT laws which can be confusing for
companies that have a pan-India presence, specially the e-com sector. All of this is expected to

change under GST with the only sore point being the reduction in the excise limit.

Banking, Financial Services And Insurance (BFSI) Among the services provided by Banks and

NBFCs, financial services such as fund based, fee-based and insurance services will see
major shifts from the current scenario. Owing to the nature and volume of operations provided by
banks and NBFC vis a vis lease transactions, hire purchase, related to actionable claims, fund and
non-fund based services etc., GST compliance will be quite difficult to implement in these sectors.

Goods and Services Tax and Its Impact on Indian Economy.

II1. Conclusion

GST is at the infant stage in Indian economy. It will take some time to experience its
effects on Indian economy. GST mechanism is designed in such a way that it is expected to
generate good amount of revenue for both central and state government. Regarding corporate,
businessmen and service providers it will be beneficial in long run. It will bring transparency in

collection of indirect taxes benefiting both the Government and the people of India.
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Abstract:

This paper is an analysis of what the effect of GST (Goods and Services Tax) will be on Indian Tax
Situation. Goods and Services Tax — GST — is an indirect tax and is an all-inclusive tax duty on
manufacture, sale and consumption of goods and services at a national level. Through a tax credit
instrument, this tax is collected on value-added goods and services at each platform of sale or purchase in
the supply chain. The system agrees the set-off of GST paid on the attaining of goods and services against
the GST which is payable on the supply of goods or services. However, the end consumer stands this tax as
he is the last person in the supply chain. Experts say that GST is likely to improve tax collections and boost
India’s economic development by breaking tax barriers between States and integrating India through a
uniform tax rate. The forthcoming GST structure in India proposes dual structure. GST shall have two
components- Central GST and State GST. The model shall be implemented by multiple statutes- one for
CGST and SGST statute for every state. However, it is planned that basic feature of laws related to
chargeability of tax, definition of taxable event, taxable person, basis of classification, basis of value for
chargeability of tax shall remain uniform. Standard GST rate in most countries vary between 10-28%. In
India, it is to be fixed at 18%. And also through this paper let’s discuss about the background, silent
features, objectives, characteristics, benefits, Suggestions and Recommendations, Limitations, Conclusion

etc. of the GST.
Keywords: Goods and Services Tax, Tax Rate, Value Added Tax, Central Value Added Tax,

Introduction:

One of the major taxation reforms in India — the Goods and Service Tax (GST) — is all
set to combine State economies and further overall growth. GST will create a single, unified Indian
market to make the economy stronger. Finance Minister Pranab Mukherjee while presenting the
Budget on July, 2009, said that GST would come into effect from 1* April, 2010. The completion
of GST will lead to the eradication of other taxes such as octroi, Central Sales Tax, State-level

sales tax, entry tax, stamp duty, telecom licence fees, turnover tax, tax on consumption or sale of
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electricity, taxes on transportation of goods and services of taxation that currently existing in India.
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 specialty of indirect tax reforms in India. If
the VAT is a major enhancement over the pre-existing Central excise duty at the national level and
the sales tax system at the State level, then the Goods and Services Tax (GST) will indeed be a
further significant improvement — the next logical step — towards a inclusive indirect tax reforms in

the country observance this objective.

» Goods & Services Tax Model For India

It is important to take note of the significant administrative issues involved in designing an
effective GST model in a federal system with the objective of having an overall harmonious
structure of rates. Together with this, there is a need for upholding the powers of Central and State
Governments in their taxation matters. Further, there is also the need to propose a model that

would be easily implementable, while being generally acceptable to stakeholders.

> Salient features of the GST model
Keeping in view the report of the Joint Working Group on Goods and Services Tax, the
views received from the States and Government of India, a dual GST structure with defined
functions and responsibilities of the Centre and the States is recommended. An appropriate
mechanism that will be binding on both the Centre and the States would be worked out whereby
the harmonious rate structure along with the need for further modification could be upheld, if
necessary with a collectively agreed Constitutional Amendment. Salient features of the proposed
model are as follows:
1) GST would be applicable on supply of goods or services as against the present concept of

tax on the manufacture of goods or on sale of goods or on provision of services.

2) A Combined GST (IGST) would be levied on inter-State supply (including stock transfers)

of goods or services. This would be together by the Centre so that the credit chain is not

interrupted.
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3) Import of goods or services would be preserved as inter-State supplies and would be

subject to IGST in accumulation to the applicable customs responsibilities.

4) GST would be a destination based tax as against the present concept of origin based tax.

5) It would be a dual GST with the Centre and the States simultaneously levying it on a
common base. The GST to be levied by the Centre would be called Central GST (CGST)
and that to be levied by the States would be called State GST (SGST).

» Which other nations have a similar tax structure?
Almost 150 countries have already implemented the GST. Most of the countries have a
unified GST system. Brazil and Canada follow a dual system where GST is levied by both the

Union and the State governments. France was the first country to introduce GST system in 1954.

Country VAT or GST
Australia 0-10%
Bangladesh 15%
Brazil 17-25%
Canada 5-15%
China 17%
Germany 19%
India 0-28%
United States 0-11%

» What will be the rate of GST?

The combined GST rate is being discussed by government. The rate is expected around 14-
16 percent. After the total GST rate is arrived at, the States and the Centre will decide on the
CGST and SGST rates. Currently, services are taxed at 10 percent and the combined charge

indirect taxes on most goods are around 20 percent.

VAT or
GST Rate

Goods or Services

Milk, Eggs,Curd, Lassi,Unpacked Foodgrains, Unpacked Paneer, Gur,
0% Unbranded Natural Honey, Fresh Vegetables, Kajal, Educations Services, Health
Services,Children’s Drawing & Colouring Books,Unbranded Atta,Unbranded
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Maida, Besan, Prasad, Palmyra Jaggery, Phool Bhari Jhadoo

Sugar, Packed Paneer Tea, Coal, Edible Oils, Raisin, Domestic LPG, Roasted
Coffee Beans, PDS Kerosene, Skimmed Milk Powder, Cashew Nuts, Footwear (<
5% Rs.500), Milk Food for Babies, Apparels (< Rs.1000), Fabric, Coir Mats, Matting
& Floor Covering, Spices, Agarbatti, Coal, Mishti/Mithai (Indian Sweets), Life-

saving drugs, Coffee (except instant),

Butter, Computers, Ghee, Processed food, Almonds, Mobiles, Fruit Juice,
12% Preparations of Vegetables, Fruits, Nuts or other parts of Plants including Pickle
Murabba, Chutney, Jam, Jelly, Packed Coconut Water, Umbrella,

18% Hair Oil, Capital goods, Toothpaste, Industrial Intermediaries, Soap, Ice-cream,
(4]
Pasta, Toiletries, Corn Flakes, Computers, Soups, Printers,

Small cars (+1% or 3% cess), High-end motorcycles (+15% cess), Consumer
28% durables such as AC and fridge, Beedis are NOT included here Luxury & sin
items like BMWs, cigarettes and aerated drinks (+15% cess)

> What are the items on which GST may not be applied?

Alcohol, tobacco, petroleum products are likely to be out of the GST regime.

» What are the benefits of GST?

Under GST, the taxation weight will be distributed equitably between manufacturing and
services, concluded a lower tax rate by increasing the tax base and minimizing exemptions. It is
predictable to help build an apparent and corruption-free tax administration. GST will be is levied
only at the starting point point, and not at various points from manufacturing to retail channels
.Presently, a manufacturer requirements to pay tax when a complete product moves out from a

factory, and it is again taxed at the retail channel when sold.

> For business and industry
A. Easy amenability: a forceful and widespread IT system would be the foundation of the
GST organization in India. Therefore all tax payer services such as registrations, returns,
payment etc would be available to the tax payers online which would make submission easy

and apparent.
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B. Identical tax rates and structures: GST will make sure that indirect tax rates and
structures are common through the country thereby increasing inevitability and ease of doing
business. In other words, GST would make doing business in the country impersonal,
unrelatedly of the choice of doing business.

C. Exclusion of falling: A system of many tax credits over and done with the value chain and
across boundaries of states, would certify that there is a minimum falling of taxes. This would
reduce concealed cost of doing business.

D. Enhanced competiveness: decrease in transaction costs of doing business would
ultimately lead to an enhanced attractiveness for the trade and industry.

E. Gain to manufacturers and exporters: the incorporating of major central and state taxes
in GST complete and comprehensive set-off of input goods and services and phasing out of
central sales tax (CST) would reduce the cost of faraway manufactured goods and services. This
will increase the competitiveness of Indian goods and services in the international make and

give boost to Indian exports.

» For central and state Governments.

A. Unassuming and easy to administer: Several indirect taxes at central and state levels are
being interchanged by GST. Supported with forceful end to end IT system, GST would be
simpler and easier to administer than all the other indirect taxes of the central and state imposed
so far.

B. Superior control on outflow: GST will result in improved tax amenability due to hearty IT
infrastructure. Due to the many transfer of input tax credit from one state to another in the chain
of value addition, there is an intrinsic contrivance in the design of GST that would incentivize
tax compliance by traders.

C. Advanced revenue proficiency: GST is probable to decrease the cost of collection of tax

revenues of the Government and will therefore prime to higher revenue efficiency.

» For Consumer:
A. Single and crystal clear tax comparable to value of Goods and services: due to multiple
indirect taxes being imposed by the centre and state with complete or no input tax credits
available at progressive stages of value addition, the cost of most goods and services in the
country today are weighed down with many unknown taxes. Under GST there would be only
one tax from the manufacturer to the consumer, leading to transmission of taxes paid by the

final consumer.
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B. Assistance in generally tax burden: because of efficiency of administration and
anticipation of outflows the overall tax burden on most commodities will come down which
will benefit consumer.

> What are the Impact of GST?

The GST is said to have a positive waves on the economy as a whole. But when it
comes to sectorial-wise classification, the GST have both positive as well as negative impact
on each of the sectors. Here are some sectors given and its GST is given below:

1. Technology: The GST system of indirect taxation has made the duty on the manufacturing
goods from 14% to 18-20%. As a result, the prices of the software products will be at high
which will give either a neutral or slightly negative impact on the Technology Sector as a
whole. But they will be benefited through the reduction of tax and benefits of other industries
and can somewhat mitigate it.

2. Real estate: Real estate gives about nearly 13.6% of India’s GDP and it is the largest initiator
of employment immediately after IT. Real estate is said to get a positive impact under the GST
system immediately after its operation.

3. Broadcastings: The broadcastings sector is presently paying the tax at the rate of 15% which
is expected to be increased during the GST regime. And, it is assumed to be around 18% which
will be projected to be passed over to the customers and this gives a picture that GST will
adversely affect this sector.

4. Medications: Presently, the Pharma companies are paying taxes around 09 - 20%. Since, there
1s no clear picture of tax treatment for Pharma if it is less than 15% it would be a positive effect
on the Sector but if it is above 15% then it will cause some slight negative impact.

5. Automobiles: The Automobile industry is currently paying a tax rate of a range between 18-
28%. And it is expected that after GST the rate will be around 18% which will be a huge
positive for the automobile industry and which will be profitable to both the Manufacturers/
dealers and the ultimate consumers.

6. Financial Services: The Financial services such as banking, Stock Trading firms are currently
paying 14.5% as VAT which is likely to be increased to 15 to 18% in the near future under the
GST system. And the services are likely to be pricier.

7. Media and Entertainment: The tax rate for the Media is around 25% as of now and since the

authority for the levy of taxes remains to be the right of the local bodies, it is expected that the
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cinema fares are expected to come down after the GST regime and the cost of DTH and cable
television services are likely to become costlier.

8. Consumer durables: The current of tax rate of this industry is around the range between 18-
28%. And under the GST regime it is considered to be lower around 15-18% which will be

positive impact to this industry.

> Suggestions and Recommendations:

* To provide reading ability and awareness about the GST

« Effective outlay on efficient Tax administration staff

¢ Thriving maintenance and numerous follow ups of GSTN (Goods and Service Tax
Network) portal for better relationship with various shareholders.

* In order to escape the superfluous loss of revenue to the state government, the central
government may reflect about the considerable percentage of GST which will be helpful
for all investors of GST.

¢ Approval from all situations and recommendations from every state for improvement of
GST and the source of Tax revenue.

++ The loss of Tax revenue should be accomplished and recompensed properly through proper
modification of funds without burden to anyone.

+» The Central and the State government should be in proper understanding and cooperative

with each other for the successful execution of GST.

> Limitations of the study:
1) The study is completely based on the secondary sources
2) No Quantitative data were collected

3) The Study is not based on the research

» Conclusion:
The GST is very critical tax reform since freedom of India, so it must be superior
controlled with paramount care and considered well before fulfilling it. And, the government
both central and state have to conduct awareness programmes and various literacy

programmes about GST to its various investors.
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Abstract

India's prevalent tax reform up till now has been met with an identical measure of commend and
criticism. While the implementation of the Goods and Service Tax promises to add a significant edge to the
Indian economy, by reducing costs for customers, integrating taxes, and reducing business transaction
costs, it will also increase costs for businesses as well the burden of compliance. The hospitality and
tourism industry is one such sector in the economy that is deliberating over the new tax regime. Hospitality
is one of the most competitive and steadily growing industries in the country. The tourism industry
contributes nearly $136 billion to India's GDP and is expected to further grow to US$ 280.5 billion by
2026. Hospitality and tourism are also among the highest employment generating sectors and among the
top 10 sectors in the country with the highest volume of foreign direct investment. In addition to being one
of the top sources of foreign exchange, tourism is also among the highest tax generating sectors in the

country. The paper aims to address, to examine the impact of GST on Travel and Tourism industry in India.
Keywords: GST, Tourism Sector, Tourist, Hospitality Industry.

Introduction

“Athithidevobhavha” (Guest is God) has been one of central tenets of Indian culture since
times immemorial.

Indian Tourism sector is one of the great contributors to the economy. Tourism represents
world’s third largest export avenue in terms of global earnings after fuel and chemicals. Modern
tourism is closely linked to socio- economic development. Tourism is responsible for one out of 11
jobs and 10% of the world’s economic output. Apart from providing employment, income and
foreign exchange for the country, the trade in the tourism sector has an economically positive
impact on other associated industries such as food manufacturing, services, construction,
agriculture, handicrafts etc.

Total contribution by travel and tourism sector to India’s GDP is expected to increase from
US$ 136.3 billion in 2015 to US$ 275.2 billion in 2025. The growth rate of the tourism sector of
Indian economy was recorded as 17.3% in the previous year. The foreign exchange earned by

tourism sector is worth 21,828 crore rupees.
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Hospitality is not only a high foreign exchange grosser; it is also among the largest tax
generators. There are multiple taxes charged on the same Service/ Product offering by the Central
as well as State Governments. It is an understanding that the Taxes levied on Inbound Tourism is
amongst the highest in the country, and this is one of the major reasons for India losing Foreign
Tourists to competing South East Asian Countries.

According to report of the World Travel and Tourism Council (WTTC), India’s travel and
tourism sector ranks 7th in the world regarding its aggregate commitment to the nation’s GDP.

For raising the awareness on the importance of tourism for the country’s economy, January 25th

is marked by the Indian government to be observed as the National Tourism Day in India

Objectives:
® To understand the impact of GST on Tourism industry.
e To evaluate the effect of pre and post GST impacts on Tourism and Hospitality industries
in India

Methodology: secondary data collected from various articles, magazines, news papers.

GST IMPACT ON TOURISM SECTOR
1. Pre and Post GST: How the Situation Has Changed

The hospitality industry, like every other sector in the Indian economy, was liable to pay
multiple taxes (VAT, luxury tax, and service tax) under the previous VAT regime. A hotel where
the room tariff exceeded INR 1,000 was liable for service tax at 15 percent. An abatement of 40%
was allowed on the tariff value, thus bringing the effective rate of service tax down to 9%. The
Value Added Tax (ranging between 12 percent to 14.5 percent) and luxury tax, would apply on top
of this. However, for restaurants, there was 60% abatement which meant that the service tax was
charged at an effective rate of 6% on the F&B bills, apart from VAT (12 percent to 14.5%). Bills
for bundled services like social functions (seminars, marriage etc.), were taxed with an abatement
of 30%. The cascading effect of the VAT regime where the end consumer paid a tax on tax,
increases the end cost. Hoteliers and hospitality businesses did not get any input tax credit on the
taxes they paid, as central taxes like service tax, could not be set off.
2. Under the GST Regime

Under the Goods and Service Tax, the hospitality sector stands to reap the benefits of
standardized and uniform tax rates, and easy and better utilization of input tax credit. As the final
cost to end user decreases, we can expect the industry to attract more overseas tourists than before.

This would ideally result in improved revenues for the government, and there are many pros to this
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new tax regime which could help the industry’s growth in the long run. For instance,
complementary food (like breakfast) was taxed separately under VAT, but now it will be taxed
under GST as a bundled service. Let’s have a look at the rates for this industry in detail:

Impact of GST on Tourism Sector

SR.No | Particulars Place of supply Applicable
Taxes

1. Room with rental uptoRs. | Location of Hotel, Guest | No Tax
2000. House, Club, Resort, boat, vessel

2. Room with rental from | Location of Hotel, Guest House, Club, | 18%
Rs. 2000 to Rs. 7500 Resort, boat, vessel

3. Room with rental above | Location of Hotel, Guest House, Club, | 28%
Rs. 7500 Resort, boat, vessel

4 Restaurant Services | Location of Restaurant 5%
turnover of less than Rs
50 lakh

5 Non-AC restaurants Location of Restaurant 12%

6 AC restaurants Location of Restaurant 18%

7 5 star rated Location of Restaurant 28%

8 Rent a Cab Services / Air | Location of Service Recipient if | 5%
Tickets/Train recipient is registered
Tickets/Cruise &  Ship
Services/State  Transport
Service

Positive Impact

Tourism sector shall be impacted both positively and negatively under the GST regime.
Positive
1. Uniformity in Taxes

The multiple taxes would be replaced by one single tax, the rate of which is likely to be
between 16%-18%. The sector may benefit in the form of lower tax rates which should help in
attracting more tourists in India.
2. Increased Revenue for State Government

Under GST the place of supply is shifted to the place where immovable property is situated
in case of Hotels, Restaurant & Monuments for sightseeing. This will increase the revenue of such
states where immovable property is located. Currently, on such income, States charges local
Luxury Tax on hotel stay and VAT on food supplied. While Union Government gets revenue from
Service Tax on such services. Because of GST, the States having maximum tourist places, hotels
or restaurants for tourist shall earn the maximum revenue by way of SGST which will be

equivalent to CGST.
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In the case of Passenger traveling, the state with the maximum outbound journey shall earn
the highest revenue so the station or the port having highest outbound flights, train journey or local
cab journey shall earn substantial revenue.

3. Saving in Food and Beverage operations

Companies specializing in food and beverages operations could be the biggest beneficiaries
of GST within the hospitality sector. Food and beverages bills have multiple components which
inflate the bills by 30- 35%. It is expected that GST to result in savings of 10-15% on the overall
bill.

Negative
1. Multiple Registrations

Service providers having centralized registration will have to get registered in each state
from where they provide services. Although Government has been claiming “One Nation One
Tax”, practically it is not going to be so. Service providers will have an option to take different
registration for separate business verticals which need to be examined on a case by case basis.
Every state has been constitutionally granted right to collect GST on services.

2. Increased Compliance Burden

The procedure for all the invoices/receipts towards inward and outward supplies will
become cumbersome as each one of them will have to be uploaded in the system. The concept of
credit matching under GST would be very difficult to handle and would lead to increase in
working capital requirements.

The frequency and number of returns to be filed will go up. In place of a half yearly service
tax return, under GST law, one will be required to file state wise monthly three GST returns along
with an annual return will also be required to be filed.

3. No Credit on Work Contract Services

The hotel industry spends a lot of money on construction and renovation. The money paid
as taxes on the works contract services when supplied for construction of an immovable property is
not allowed for this sector when such services are not used for the further supply of works contract
service. This would have a negative cascading effect despite strong promises being made by the
government in this regard.

Any proposal to make supplier of goods or services liable to pay tax under reverse charge when
receiving supply from an unregistered supplier can increase burden in case of B2B transactions on

registered assesses.
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4. Liquor not included
Liquor should have been included in GST to ensure the seamless credit for the tourism
industry. Exclusion of liquor from GST regime defeats the very purpose of bringing in a uniform

tax structure across the nation.

Impact on Consumers

In Pre GST era, there was a composite levy of both Service tax i.e. 6%, as well as, Value
Added Tax ie. 14.5% (Vary from State to State) on food and beverages served by hotels and
restaurants which finally put the burden of 20.5% in the pocket of ultimate consumers. However,
some relief was provided for Non-AC Restaurants supplying food and beverages as no service tax
was levied on these restaurants.

Post GST, the scenario shall be completely different. As discussed above that supply of
food and drinks in a restaurant shall be treated as a supply of services. Hence, only GST shall be
levied on such services @ 18% which saves around 3% as compared to the previous regime.
Erstwhile, Non AC Restaurants were exempt from levy of Service Tax. But State vat was charged
at 12%. In Present System, Restaurant not having the facility of air-conditioning or central heating
at any time during the year and not having a licence to serve liquor is liable to tax at GST Rate of
12%. Overall things shall continue to remain status quo as far as pricing goes.

Further, staying in a good hotel is going to be very costlier as the rate of tax has been doubled from
9% to 18%. Even Luxury Hotels of 5 stars or above-rated charging room rent Rs. 7,500/- or above

will attract 28% tax.

The Pros of GST

1. Administrative Ease
GST will abolish several other taxes, leading to a reduction in procedural steps and more
chances to streamline the taxation process.

2. Clarity for Consumers
It was sometimes difficult to differentiate between a Value Added Tax and an entertainment tax
for the common man. However, under the GST regime customers will see only a single charge
on their bill and it would give them a clear picture of the tax they are paying.

3. Improved Quality of Service
How many times have you had to wait in the hotel lobby wondering if you would miss your
flight back home because your bill was still being prepared? With just one tax to compute, the

checking-out process at hotels and restaurants will now become easier — another perk that the
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hospitality industry can brag about.

4. Availability of Input Tax
The tourism and hospitality industry will find it easier to claim and avail input tax credit (ITC)
and will get full ITC on their inputs. Before GST, the tax paid on inputs (raw edibles for food,
cleaning supplies etc.) could not be adjusted against the output without any complications.

However, this will become easier in the GST regime.

The Cons of GST
1. Increased Technological Burden

When the service tax was first introduced, there were a lot of mix ups. GST, thankfully, has
very clear guidelines on how each industry needs to manage their accounts and file returns but it
will require businesses to become technologically adept, increasing the technological burden and
cost for compliance.
2. Increased Costs

In Maharashtra, for instance, hotel rooms were earlier taxed at 19% and food and beverage
at 18.5%. Even with GST charged at 18%, there is only a minimal cost reduction in both cases.
Businesses will also look to recover the additional cost of technology and new systems from their
customers, which might — in some instances — lead to higher tariffs.
3. Lack of Parity with Asian Counterparts

As India becomes an even bigger player in the global hospitality and tourism industry, we
need services to be at par with global rates. Our Asian neighbors such as Japan and Singapore have
very low tax rates for their hospitality sector (8% and 7% respectively) which is an important
reason for them ranking high on tourist wishlists. India is a global tourism hotspot, but it still loses

out on the backpacker crowd due to these high rates.

Impact of GST
1. Export of services definition

The Export of services does not include the hospitality and tourism sector as per GST Bill
draft. Therefore, to be able to know the benefits in this sector, the definition needs to be updated.
2. Effect of taxes

The hotel and tourism industry are one of the industries which are levied with multiple of
taxes.There are mainly three taxes involved i.e. the VAT and luxury tax by the state govt. and the
Service tax by the central govt. The value of Vat tax varies from 12 to 14.5% according to state.

The luxury tax varies from zero to 12% depending on room type and state whereas the service
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varies according to the type of service provided.

When all these three taxes are combined, the taxes go up to 20 to 27%. With the
implementation of GST, the cascading taxes would combine and a single tax regime would reduce
it to just 17 to 19%. The tourism and hotel industry will thus be benefitted as more tourists will
visit India due to the low tax rate. However, as the luxury tax is not levied on all transactions, GST
would be high or at par in such case.

3. Impact on electricity and alcohol

One of the worries of the hotel industry is the non-inclusion of electricity and alcohol tax in
GST. There won't be a single GST for the same. Hotels are known to consume tolls of electricity
and not covering it under GST means not being able to fetch benefit from the input credit of the
two items.

4. Taxes paid on renovation and construction

A huge amount is spent on renovation and construction by the hotel industry. The taxes
levied on the cost of construction and renovation will not be included in GST to input credit and
set off taxes paid on the services as they are subject to variation.

5. R&D cess

The research and development cess applicable on technical know-how and franchise fees
are likely to be a part of GST regime.

So, this is how hotel and tourism industry would likely be affected or rather be impacted by the
GST.

Highlights of New Gst Rates
Current Tax Rate on Hotel Industry
The tax regime under the current tax rate system with respect to the rates for the state of
Madhya Pradesh is discussed. While the rates may vary subject to the state.
The taxability on luxuries (services) provided in a Hotel can be summarized as under:-
e The owners of Hotels are liable to pay tax @10% on the turnover.
e Rs.10 lacs of turnover per annum is the threshold limit for being liable to pay tax.
o [f the rate of charges per day is Rs. 3000/- or less, there is no payment of Luxury Tax on
hoteliers.
e There is a exemption from payment of Luxury Tax for a period of 5 years or 8 years
depending upon the location of the Hotel for the Hotels newly formed.

e There is no Service Tax on services provided in a Hotel.
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Tax liability on Hotels under GST regime

e Luxury Tax on services provided in a Hotel is leviable @10% on receipt basis.

e All services under GST regime are to be taxed @18% on the transaction value of supply of
services while the present rate of Service Tax is 15%.

e Hotels and lodges charging per day tariff of Rs 2,000 will be exempt from GST. Rate for
hotels with tariff of Rs 2,000 to 7,500 per day would be 18 per cent while GST rates for
hotels charging Rs 7,500 and more tariff per day for room will have to pay 28 per cent.

e The threshold limit under GST regime on supply of services is aggregate turnover of Rs.20
lacs per annum.

e The supplier of Hotel services will be entitled to input tax rebate on the inputs, capital
goods and input services used by them in the course or furtherance of business.

e Alcoholic liquor for human consumption being a super luxury, it may attract a higher rate
in the interest of state revenue.

e No Input Tax credit will be available to sale of alcoholic liquor for human consumption as

it is outside the GST regime.

Hotel Bookings:

GST on hotel services will depending on the kind of room you stay in. If the room tariff is
less than Rs 1,000, your stay will be tax-free. However, if the room tariff is between Rs 1,000 —
Rs 2,500, you’ll be taxed 12%. If the tariff is between Rs 2,500 to Rs 7,500, the stay will be
taxed 18%. For luxury hotels, where the tariffs are more than Rs 7,500, GST tax rate of 28 % will
be applicable.

Restaurant:

There are different tax slabs for restaurants depending on their turnover and whether
theyhave air-conditioning or not.Restaurants with a turnover of less than Rs 50 lakh will be
levied a tax rate of 5%. Non-AC restaurants will be charged 12% Goods & Service tax on food
bill. Tax rate for AC restaurants and those with the liquor license will be 18%, whereas
restaurants in 5-star hotels will attract a GST rate of 28 %

Restaurants with a turnover of less than Rs 50 lakh will be levied a tax rate of 5 percent.
Non-AC restaurants will have a 12% tax rate. AC restaurants will have to shell out 18% tax.
Hotels, lodges with tariffs less than Rs 1,000 will be taxed at 0%.

Hotel lodges with tariffs between Rs 1,000 — Rs 2,500 will be charged 12% tax

Hotel lodges with tariffs between Rs 2,500 — Rs 7,500 will be charged 18% tax
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Hotel lodges with tariffs above Rs 7,500 will be charged 28% tax

Restaurant under GST regime

Sr.no. Services Rate of
Tax
1. Services by a hotel, inn, guest house, club or campsite, by whatever | Exempted

name called, for residential or lodging purposes, having declared tariff | Services.
of a unit of accommodation less than one thousand rupees per day or
equivalent

2. Renting of hotels, inns, guest houses, clubs, campsites or other | 12%
commercial places meant for residential or lodging purposes having
room tariff Rs.1000 and above but less than Rs.2500 per room per day.

3. Renting of hotels, inns, guest houses, clubs, campsites or other | 18%
commercial places meant for residential or lodging purposes where
room tariff of Rs 2500/ and above but less than Rs 7500/- per room per
day.

4. Accommodation in hotels including 5 star and above rated hotels, inns, | 28%
guest houses, clubs, campsites or other commercial places meant for
residential or lodging purposes, where room rent is Rs 7500/- and above

per night per room.
5. Supply of Food/drinks in restaurant not having facility of air- | 12%
conditioning or central heating at any time during the year and not
having license to serve liquor.

6. Supply of Food/drinks in restaurant having license to serve liquor. 18%
7. Supply of Food/drinks in restaurant having facility of air-conditioning | 18%
or central heating at any time during the year.

8. Supply of Food in catering service 18%
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Basic Room Before GST | After GST

Room Tarriff 2,700 2,700
Luxury Charge on stay charges (109 as per Maharasthra) 270
service tax @9 243

G5T@E18% 426

Total 3,213 3,186

Room with Complimentary Breakfast Before GST | After GST

Room Tarriff 2,200 2,200

Complimentary breakfast 500 500
Luxury Charge on stay charges (109 as per Maharasthra) 220
service tax @9% 198
VATiE@14.5% on food 73

G3T@ 18% 4865

Total 3,191 3,186

Luxury with Complimentary Breakfast Before GST | After GST

Room Tarriff 8,000 8,000

Complimentary breakfast 2,500 2,500
Luxury Charge on stay charges (109 as per Maharasthra) 200
Service tax @99 720
WAT@ 14.5% on food 363

GST@ 28% 2,940

Total 12,383 13,440

Transport Sector
Taxation on transport sector at a national level will result in
e more efficient cross-state transportation
e less paperwork for road transporters
e bringing down logistics costs
Presently, all 29 states collect taxes at different rates on goods that move across their
borders. As a result, tax on freight is collected multiple times. Also, there are long delays at
interstate checkpoints owing to review by state authorities who examine and apply the relevant
taxes and other levies. Truck delays are an average 5-to-7 hours at interstate checkpoints. The
planned GST system for transport sector seeks to replace around 15 state and federal taxes and
tariffs for a single tax at the point of sale. GST will, thus, score over the existing regime in

the transport sector.
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Roadways

e (ab rides could get marginally cheaper for customers. The incidence of tax will come
down to 5% from 6% for bookings made on cab aggregators like Ola and Uber.

e 100% tax will be payable by E-commerce aggregator under reverse charge mechanism for
service of Radio taxi or Passenger Transport Services provided by a Taxi driver or Rent-a-
cab operator to any person.

e Moreover, buses (including mini-buses) and pick-up vans, carrying more than 10
individuals, will be subject ed to no extra cess.

Airways
Under the new regime,
e The tax rate for economy class flight tickets lowered to 5%.

e Business class tickets will attract a higher tax at 12%.

Comparison of Prices
With this reduction in rates on domestic air travel, budget traveling will clearly get better.

Example — Economy Class base fare — Rs. 2000

FARE(before GST) AMOUNT | FARE (after GST) AMOUNT
Basefare 2000 Basefare 2000
Airline fuel charge 700 Airline fuel charge 700
CUTE charge 50 CUTE charge 50
Passenger service 239 Passenger service 239
fee fee

User development 150 User development 150
fee fee

Airline  service 154 Airline  service 1375
tax@5.6% tax@5%

Other surcharge 12 Other surcharge 12
Total fare 3305 Total fare 32885

However, business class travel is going to get costlier with a marginal increase from 9% to 12%.

Example — Business Class base fare — Rs. 8000
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FARE(before GST) AMOUNT FARE (after GST) AMOUNT
Basefare 2000 Basefare 8000
Airline fuel charge 2800 Airline fuel charge 2800
CUTE charge 200 CUTE charge 200
Passenger service 700 Passenger service 700
fee fee

User development 400 User development 400
fee fee

Airline service 1016.4 Airline service 1320
tax@5S.6% tax@12%

Other surcharge 100 Other surcharge 100
Total fare 13216.4 Total fare 13520

A frequent flier will definitely find the impact of GST on air fares. Also, the reduction in

tax rates is a positive development for low-cost domestic carriers as a major portion of the revenue

generated from airlines comes from economy travelers.

e Airlines can only claim Input Tax Credit on input services for the economy class.

e But for the business class, they can claim ITC for only spare parts, food items, and other

inputs, apart from fuel.

Railways

The transport sector is the most crucial part of a business chain. Roadways will have an

advantage in GST on short distances while Railways will se the impact on long distance travels.

e Non AC train travel (including in local trains and metro) has been exempt

e AC train travel will attract 5 %. Ticket prices for AC trains will increase marginally as

current service tax is at 4.5 %.

e The rate is kept low as they will not be allowed Input Tax Credit

Exemptions under railways

e Travelling in metro;

e Local trains; and

e Religious travel including Haj yatra
Waterways
GST will be applicable on —

e Transport of coastal goods;

e Transport through National waterways; or

e Transport through Inland waterways services
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Exemptions under Transportation
Transportation by:
¢ Road except the services of—
1. a goods transportation agency; or
2. acourier agency.
e Inland waterways — Transport of passengers
e Air, going to or coming from airport located in Arunachal Pradesh, Assam, Manipur,
Meghalaya, Mizoram, Nagaland, Sikkim, or Tripura or at Bagdogra (West Bengal)
¢ Non-AC contract carriage other than
Radio taxi or for the Transportation of passengers (excluding tourism, conducted tour, charter or

hire)

Conclusion

Companies specializing in food and beverages operations could be the biggestbeneficiaries
of GST within the hospitality sector. Food and beverages bills havemultiple components and can
inflate the bills by 30-35%. A single-slab tax willbenefit consumers and should lead to savings of
10-15% on the overall bill.

The restaurant industry has been burdened with high and multiple taxations.

However, liquor should be included in GST. Exempting it defeats the very purposeof bringing in a
uniform single tax structure. This allows states to have their owntaxes without a cap with separate
accounting requirements and results in doublecompliance for the restaurant / hotel industry. This is
neither beneficial for 'Ease ofdoing business' nor for the customers,

"Everybody likes consolidation of taxes as it leads to greater transparency and willhelp
guests and buyers understand overall costs. We welcome the development,"said Raj Rana, CEO,
South Asia, for hotel group Carlson Rezidor.Some states have luxury tax and that impacts room
rates. If India aspires to be competitive, then the tax structures too need to be competitive."

Luxury and other service taxes in hospitality amount to more than 22%, compared with the
proposed 18% under the GST regime. Overall, GST should be positive for the sector assuming the
multiplicity of taxes will go away in food and beverages.

The lacunas in the present regime of indirect taxation in India demands for the major
breakthrough in this field for facilitating the ease of doing business effectively and efficiently.

Hopefully, GST is going to be pinnacle which aims at evolving an efficient and harmonized
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consumption or destination based tax system and will remove the problems faced by the sector

leading to cost optimization and free flow of transactions.
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3T gy geTare HHAY I,
18% TH1 5% —
Felel Me Ugred, Feofl ulaer, T8 ud, fafie dvs wwg vamEn IHe deaadia gerear
98 3. a¥qgal FHIY Bl

aHE A Gelaas 9d WeRel didaid SLudel 18% % 5% Wi w1 ST

e, TATIGRIER =TT Uil GAgarel IJFed AHdY gldl. a9d Ufafed 7500 . Uell BHl 4TS
3Telel] BIcel WdT .97 ATy Y B,
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18% T 12% —

A JACdelel Y, RBlgs IRR, Tl AR, URAT H1 Ue, M8 dIvME, Arsfderedn
9], SRIEfCd o1, dedbi v SiifRIod, Bulgdl WIg, ST d dlica=dl gvs o3, ST
7, fqUreTd deledl S, AThYh IHT BH, JUIC: d1g / HTURET TIR boldd BiFTeR 3. aal
FHMAY I,

28% T% 18% —

Iy BieR, HoW, dfST g qodd O] Bdly, YRl 9 9, feesie, ¥, &Y dor, Aled
g, HFeY d8R, RiRedH=ar aw], #ve! g Hdiaiel JeuTe, ey, BRd HUS, Heonl, LI,
RPN, BIBI qe, didbolcd, g, dRR, DHacd, BRIER dIey 9 WIS, AR e,
TR AT ATy B,

gfafa . 7,500 fdhar AUl SR 9TS 3RAelell Bicdl Wdl, SR gfaer 5. Aaierg!
FHMAY BIA.

AT UBR 28% SI.UHEL HRBUKIET TR 224 9K 9 AI[GHT B 50 I 9 Haiodd
P BRUIN ATl 32, AT I&] g HdT BRI fdare fhAe Uraelar IEGuarars! g
GANHRORATST 3 g SiL.UA.SL SRH] dael PHRugId 3l 8. & ¥d dadl fa. 15
QIR 2017 YN AN HROITT 3ATel 3.

SH.UH.E. TR HUNNE BRI —
J QY IK] I AR FAM B ATHRON B 7.

o JR% BRI qIORed] SATOM=a1 AR JIORIAT TRyl 178 IRl axmed 28% a1 18%

HeY HUT STl TS,
J AAAHIRITATS] BICARElel SIqul 9 WTevaref W SiTel e,
o SUBRIE T T dTevlel DT Hars! W@ Sl JATed.
J qracll HETTS HHI STell 3Te.
e  PHRYSINRIAT AT YA YREH! AERIT d16 Bl 3Te.
. AR AT HATEl TR ST 37Ted.
. BRIRVT GlshAT &Sl d Yol 3Tell 3Te.
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SH.UH.E. TR HURN dIS —

. WHRAT BN FRST HH BIUIR 32,

° SI.UE.Sl. ufhdT eI I AeRI=l Alal HRUAT Je<oll U 3Med.

. SIL.UA.EL SRPUTITAR R ATHRUITT AIfSel F9rdl srsael Id e,

J 9=gTel a%<] 9 Nared] qIedia axBUTral Ucdel o UTehi-T Hosd Tel.

. ERPURIETETE! SR AT ¥ ST ST BRIST JT8dhiAT Bl ATel.

° STUA.E. o1 Hecdd ¥ 28% AU HENed YHIVT dledd 8. IRGRA bdw 28% il
TS PRI AT 224 K] g AI[GHT Bad 50 9K G Haiudd HA dbell e, D o
SR WRIATe dred ATe!.

YRS —

AT S1.UH. Sl SRBUIdETaca] Aifecl Goid d Feoivo qrRrdquardre] @reilel

SYTRIATSTAT HRAT i,

® TP GHMTAT dreak Sil.UH.El. SRPUNRIET W Joeld HRUI RO 3Te.

o ST TRPHUET YcTel ATgSavll 8id 31e /ATe! ATaT YcIeT JeTdr gol.

® TRPUNIAT Ycdel YTeehi-T o™ fHsge QuaTdIc! UTeehided STl 0T BRol TRoid 31Te.

o JUIRG SRPUNH FrEadl HAMfSdl QUIRIS] WHh  Urdelar BRIV I $HRol
EECIEESEEN

® Y@, HEIAEAAHAGA YAIEITUR BRIHHY AT BRI,

® TRPUIEETd! AT BRI QUINT Y&, Fadaiield, Yrafiie AN IucTel Heo QL.

HARY

q&], 9 Al PRIGEd SRR 3MEY g aqrecdl HeRMgell a1d qaiqugred] g 10 Alear
2017 RIS SR HRUAT Ieied] oI SILYE.Cl. & HURH Jrgadr o 8T AIArH=IiAT
QAT QUIRT 378, I 28 SIL.UE.Cl. &R HUIEl TR 224 I G Haia<ed 50 o g Jaiudd
P PHROIIT 3Tl 38, T AIfoihd dIedd! HeRMg Hlel YAV $HHI BIvATel YRl TS
Biefel, defhT g wied IR AdiE) RGNS W BIVTR MR, a%] I HaiT SRIOTRY AToft
GRS ATRRIGT TGN IOIAel e BIUR 3772,

3T YR SILTAEL. TR UG TTeHhi e o™ MAgvar Aed BIUR 31Te.
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IMPACT OF GOODS AND SERVICE TAX ON THE INDIAN ECONOMY

Prof. A.V. Sakhare
Assistant Professor
Department of Commerce & Manangement Studies
Sangameshwar College, Solapur

Abstract:-

GST (goods and services tax) would be a single uniform national tax levied across India on all
the goods and services. In GST, all indirect taxes including excise duty, octroi, central sales tax (CST) and
value added tax (VAT) will be subsumed under a single regime. It will be a significant step towards a
comprehensive indirect tax reform as it is expected to bring efficiency and transparency in the indirect tax
structure that is neutral to business processes and geographical locations. Given the enormity of the
implication of GST, it requires a consensus among all political parties and states.

The GST is aimed at creating a single, unified market that will benefit both corporate and the
economy. The changed indirect tax system GST is planned to be executed in India shortly. Several countries
have implemented this tax system starting with France- the first country to introduce GST. GST is new story
of VAT which gives a widespread setoff for import tax credit and subsuming many indirect taxes from state
and national level. The GST implementation is not yet declared by the Government and drafting of GST law
is still under process and clear picture will be available only after the announcement of its implementation.

Introduction:-

The word tax is derived from the Latin word ‘Taxare’, meaning to estimate. A tax is not a
voluntary payment or donation, but an enforced contribution, obtained pursuant to the legislative
authority and is any contribution imposed by government whether under the nake of toll, tribute,
import duty, custom, excise, subsidy, aid, supply or any other name. Tax policies play an important
role in the economy through their impact on both efficiency and equity. A good tax system should
keep in view issues of income distribution and at the same time, also Endeavour to generate tax
revenues to support government expenditure on public services and infrastructure development.

During the last four decades, GST has become an important instrument of indirect taxation
with 130 countries having adopted this, resulting in one-fifth of the world’s tax revenue. Tax
reform in many of the developing countries has focused on moving to GST. Most of these
countries have gained thus indicating that other countries would gain from its adoption too. For a
developing economy like India, it is desirable to become more competitive and efficient in its

resource usage. Apart from various other policy instruments, India must pursue taxation policies
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that would maximize its economic efficiency and minimize distortions and implements to efficient
allocation of resources, specialization, capital formation and international trade.

Traditionally, India’s tax regime relied heavily on indirect taxes including customs and
excise. Revenue from indirect taxes was the major source of tax revenue till tax reforms were
initialed during the nineties. The major argument put forth for heavy reliance on indirect taxes was
that India’s majority of population was poor and thus widening the base of direct taxes had
inherent limitations. Another argument for reliance on indirect taxes was that agricultural income
was not subjected to central income tax and there were administrative difficulties involving in
collecting taxes. The framework of value added tax, recognized as GST in several countries, has
been one of the major development in taxation structures worldwide. More than 135 countries
adopted the GST/VAT framework effectively. With the Indian economy getting more and ore
globalised, introduction of an integrated GST to replace the existing multiple tax structures of
central and state taxes is not only desirable but also vital in the emerging economic environment.
The implementation of GST would ensure that India provides a tax regime that is almost similar to
the rest of the world. It will also improve the international cost competitiveness of native goods
and services. According to a report by the National Council of Applied Economic Research, GST
is expected to increase economic growth by 0.9 % to 1.7 % and exports are expected to increase by

3.2 %10 6.3 %.

Objectives of the Study:-
1. To study the concept of Goods and Service Tax.
2. To study the merits and Demerits of GST.
3. To Study the Impact of GST on Indian Economy.

Research Methodology:-
This present study is totally based on the following secondary data.
1) Reference Books
2) Research Papers
3) Internet
4) Reputed Journals
5) News Papers etc.
Scope and Limitations of the study:-

The present study is limited to the impact of Goods and Service Tax on the Indian economy.
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Objectives of GST:-

One of the main objectives of GST would be to eliminate the cascading impact of taxes on

production and distribution cost of goods and services. The exclusion of cascading effects i.e. tax

on tax will significantly improve the competitiveness of original goods and services which leads to

beneficial impact for the GDP growth. GST will widen the tax base, improve tax compliance,

remove existing unhealthy competition among states and re-distribute the burden of taxation

equitably among manufacturing and services.

1.

GST will ensure uniformity of taxes across the states, regardless of place of manufacture or
distribution.

GST would integrate the tax base and allow seamless flow of input tax credit across the
value chain of goods and services which will lead to reduced cost of goods and services.
GST environment would lead to improved disclosure of economic transactions which may
have a positive impact on direct tax collections also.

The average tax burden on companies will fall which will reduce the costs of Indian goods
and services in the international market and give boost to Indian exports.

GST also removes the custom duties applicable on exports.

It will mitigate cascading and double taxation and enable better compliance through the

lowering of overall tax burden on goods and services.

Salient Features of GST:-

1.
2.
3.

It would be applicable to all transactions of goods and services.

It is to be paid in the accounts of the centre and states separately.

The rules for taking and utilization of credit for the central GST and the state GST would
be aligned.

Cross utilization of ITC between the central GST and the state GST would not be allowed
expect in the case of inter-state supply of goods.

The centre and the states would have concurrent jurisdiction for the entire value chain and
for all taxpayers on the basis of thresholds for goods and services prescribed by the states
and centre.

The taxpayer would need to submit common format for periodical returns, to both the

central and to the concerned state GST authorities.
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Merits of GST:-
A. Benefit to the Taxpayer:-

1. GST ensures full utilization of input tax credit. This will encourage suppliers to pay
taxes.

2. With increase in production, the firms will enjoy the benefits of economies of scale.

3. GST will reduce the cost of locally manufactured goods. As a result price of indigenous
goods will decrease and demand will increase. It will lead to more production, thereby
helping in the growth of the industry.

4. After implementing GST, with the elimination of state levied entry tax, logistics and
inventory cost will fall.

B. Benefit to the Government:-

1. Growth in the industry will create more employment opportunities and will increase
GDP. Experts estimate a GDP growth of 0.9% to 1.6%, thanks to the elimination of tax
cascading.

2. Due to the seamless transfer of input tax credit from one stage to another in the value
addition chain, the in-built mechanism will help to control tax leakage and tax evasion.

3. As the rate of tax levied under GST is lower than the current indirect tax scenario, it
will result in better tax collection and it will also broaden the tax base.

4. GST is expected to lead to higher revenue efficiency, i.e. the ratio of cost of tax
collection to tax collected will decrease.

C. Benefit to the Customer:-

1. Individual customer will be benefited as price of goods and services will decrease after
implementation of GST.

2. Benefits of economies of scale will pass on from manufacturers or service providers to
the ultimate customers.

3. With decrease in price of most goods and services, the purchasing power of consumer

will increase. As a result, savings and investment will also increase.

Demerits of GST:-
1. India has adopted concurrent dual GST instead of national GST. It makes the GST structure
complicated. The centre will have to co-ordinate with 29 states and 7 union territories to

implement GST. The sharing of revenue between the centre and states is till a matter of
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contention. It also hampers the basic objective of implementing GST, i.e. elimination of
cascading effect.

2. Around 57% of GDP of India comes from the service sector. Currently, service tax is
levied at the rate of 15%. But after implementation of GST, most of the services will be
taxed at the rate of 18%/ As a result most of the services will become costly. It will impact
negatively on the overall GDP growth of India.

3. The petroleum products have been a major contributor to inflation in India. But the
proposed GST regime intends to keep petroleum products, electricity and liquor for human
consumption out of the purview of GST.

4. E-Commerce does not leave sign of transaction outside the internet and as a result, it is next
to impossible to track those transactions which can be either business to business or
business to customer or customer to customer. The proposed GST seems to ignore the most

emerging e-commerce sector.

Implications of GST for the Indian Economy:-

Introduction of value added tax (VAT) at the state level and CENVAT at the central level
are considered to be the largest indirect tax reforms in the country and GST is considered to be
most reformist step towards making India a unified market. The biggest advantage of GST is
economic unification of India. It has potential to end the long standing distortions arising out of the
differential treatment of the manufacturing and service sectors.

Further, it would also improve tax compliance by making it easier for businesses to return
files, pay taxes and get refunds. For importers, the input tax credit would be available for
countervailing duty of customs (CVD) and additional customs duty (ACD) and thus would help
them. GST would substantially enhance the competitive edge of both the manufacturing and

services industry by removing the disability that domestic producers suffer from.

Impact of GST on Consumers and Businessman:-

The several types of taxes that currently exist such as excise, octroi, sales tax, service tax
etc. would come under the GST umbrella. Since this would eliminate double taxation, it is
expected to result into fall of prices, thereby relieving the consumers. This is mainly because the
GST provides tax credit at every stage of taxation from manufacturing to consumption. Currently,
margin is added at every stage and tax is paid on the amount including margins.
These taxes on profit and taxes on tax add to the cost of goods and services whose burden is to be

borne by the final consumer. GST would provide a continuous chain of set-off from the producer’s
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point to the retailer’s point and would consequently result in fall in prices. The chain of set-offs
would also result in better tax compliance by industry, trade and businessmen. For businesses,
GST would make life easy because of easier compliance( due to absence of multiple taxes) and
easier return filing, tax payment and refund process due to robust IT infrastructure, which is

considered to be the backbone of its successful implementation.

Impact of GST on Inflation and GDP:-

The GST with its uniform taxation structure can be one of the most important steps towards
achieving the task of inflation management and GDP growth. The current indirect tax regime
suffers from significant cascading which leads to higher cost of goods and services consumed in
the country. There are also numerous examples where the taxpayers or consumers have to pay both
the centre and state, taxes on a single sale which adds to increased tax costs for businesses and
consumers. Such increased costs add to the inflationary pressure in the economy. In the GST
regime, a free flow of credits across transactions decrease the tax cost for businesses. Given that
both centre and state taxes would be levied simultaneously on all supplies, the issue relating to
dual taxation on certain products would also come to rest. The decrease in tax costs would boost
the exports in the country. The reduction of costs in India would make our products more
competitive in the international market thereby not only increasing the GDP of the country but also

inflow of foreign currency. There are also estimates that GST can add up to 2 % to the GDP.

Impact of GST on ‘Make-in-India’:-

The’ Make in India’ campaign proposes to make Indian a world class manufacturing hub.
The tax reforms through GST will play a crucial role to attract large scale investment. The
proposed GST promises a progressive tax system which avoids tax cascades and helps establish
India as a true common market. GST will reduce the cost of production and allows the hassle free
supply of goods. As per a report of the World Bank Group on Ease of Doing Business and Paying
Taxes, India ranks at 130" and 157" place among 189 countries of the world this ranking is

expected to improve substantially with the implementation of the GST.

Recommendations:-
To implement a flawless GST the following recommendations are suggested-
1. Government should ensure that the basic GST framework be common across states so that
uniformity and GST can be maintained.
2. There should not be any distinction between goods and services. Distinction between goods

and services could lead to overlapping of taxes.
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3. The proposed GST model does not subsume all the indirect taxes. To avoid multiple tax

levy and complexity of indirect tax system, all the indirect taxes should necessarily be
subsumed in GST.

4. Tt is recommended that the rate structure should be common for CGST and SGST, common
for both goods and services and common across all states.

5. Under GST regime it is very important to define the taxable events, like supply of goods or

supply of services, in an unambiguous manner.

Conclusion:-

Due to various merits, more than 160 countries have implemented GST. But before India,
the concurrent dual GAST model was adopted by only two countries (Brazil and Canada). Critics
claim that CGST, SGST and IGST are nothing but new names for CENVAT, VAT and Central
Sales Tax; hence GST brings nothing new to the table. No doubt GST will simplify the existing
heterogeneous indirect tax system by eliminating multiple tax levies and cascading effect of
taxation. The switchover to a flawless GST would be a big reform in the indirect taxation system
as it will increase in economic activity leading to increase in developmental activates. But the
positive impacts are dependent on how neutrally and rationally the GST is being implemented in

India.
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A STUDY ON IMPACT OF GOODS & SERVICE TAX ON BANKING SECTOR & IT’S
SERVICES

Ms. Rajani R. Devadkar
Asst. Prof. Indrayani Mahavidyalaya

Abstract

The banking sector is one of the largest service sector in India. The landscape Of India’s financial
sector is changing widely. Banking adopted in differentiated channels and technology could help in a multi-
fold increase of reach in rural and remote areas. GST also known as the Goods and Services Tax is defined
as a uniform indirect tax levied on goods and services across a country to support and enhance the
economic growth of a country. More than 160 countries have implemented GST so far. Goods and service
tax for the financial services sector would be a major transformation as it would have an impact on the
financial product. In present paper it has been shown that banking sectors are positively or negatively
affected by GST. GST may come into expanding the cost of saving money and budgetary administrations.
Numerous compliance issues may likewise emerge with the use of GST while the banking sector suggests

that GST must not cover monetary and manage an account administrations.

Keywords
Financial product, Transaction system, GST, NBFC, E Banking, Customers, Mobile Banking,

Internet Banking, Online Banking

Introduction

The Goods and Services Tax (GST) is a vast concept that simplifies the giant tax structure
by supporting and enhancing the economic growth of a country. It will change the indirect tax
structure of the nation, taking it towards a single tax system. Goods and Services Tax (GST) will
replace the existing central and state taxes levied by the government. It will cover everything
including manufacturing, sale or consumption of goods and services. All the authority to
administer and levy GST will rest with only one body, the Union Government. One tax system will
reduce the tax evasion from the country, giving rise to transparency. Additionally, elimination of
inter-state taxes will decrease the procedural compliance and paperwork to a great extent. The
consumers will be most benefitted by free movement of goods across the nation and reduction in
the tax burden.

GST which would replace 11 indirect taxes in India has impact on all major business

sectors. Banking industry would get impacted significantly. Obtaining separation of registration in
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each State, identifying inter-state transactions, valuation, operational restructuring, reconciliation
of branches State wise, filing of returns on monthly basis are some of the challenges. In this article,
we have discussed few issues which could impact the banks. Banks would be having multiple
branches spread across different states and the transactions would also be voluminous. GST levy is
on supply concept which is very wide. Banks need to review all the income transactions to assess
GST impact. All reports and returns are being automated in GST law. Therefore, compliance plays
a key role in GST and it is expected that compliance would substantially increase for the banks due
to the numbers.

In Goods and Sales Tax (GST) regime, most of the indirect taxes such as central excise
duty, service tax, Value Added Tax, Sales tax and entry tax would get subsumed. The banking
sector is one of the largest service sectors in India. The implementation of the Goods & Services
Tax (GST) will likely prove to be a challenge for the sector on two counts —

e First, due to the higher GST rates compared to the current service tax rate and

e Second, due to the vast geographical reach of most banks.
Banks have always been a huge pillar of the Indian economy and taxpayers are literally banking on
them for GST payments / financial needs. Given this, the GST Council shall provide clarity on the
imposition of taxes for the banking sector as well as shed light on several open ended issues that
are plaguing them currently.

The successful implementation of GST will make a revolutionary impact on the economy
of India. It might benefit some, and some might have to change their strategy to be successful.
GST being one tax for Central and state will give rise to transparency in the functioning of the

nation.

Objectives of the Study
The objective of the study is to understand the concept of the impact of GST on banking

sector & it’s services.

Methodology

Various secondary data is collected from various articles, magazines, news papers.

GSIT Impact on Banking Sector
Banks would be having multiple branches spread across different states and the
transactions would also be voluminous. GST levy is on supply concept which is very wide. Banks

need to review all the income transactions to assess GST impact. All reports and returns are being

Impact of GST on Business, Trade and Indian Economy 107



automated in GST law. Therefore, compliance plays a key role in GST and it is expected that

compliance would substantially increase for the banks due to the numbers.

Complexities in the nature of transactions

The banking industry has come up with many ways of doing business where the transaction
trials are very difficult to identify even for the banking employees. All the banking transactions are
routed through CBS (Core Banking System) where debits and credits of lakhs of transactions
happen on real time basis. Banks deal with number of diversified partners right from the
Government till the individual citizens. Further the accounts are maintained at home branch where
in the services are received by the customer at any of its branches located anywhere in the world
which would be transacting branch.

The GST impact needs to be analysed at each level of operations like cheque / Drafts/
cards/ issue process, ATM operation, credit wing, securities, letter of credit, net banking, cash
backs and reward points, loans and advances, deposits, point of sale transactions and it goes on and
on. The conditional free services say free cheque books for maintaining minimum balance of
certain amount could be subjected to valuation issues unless care taken.

The major challenge for each bank would be to identify and understand its own nature of
supplies, the transaction flow and then the place & time of supply of such supplies, the valuation in
absence of consideration and majorly identification of the location from where the service is
rendered.

Banks have the practice of providing a number of facilities to its officers (staff at various
grades) like free /concessional accommodation, food, travel, health kits, vehicles, loans, etc

provided over and above the terms of employment. These benefits are liable to GST.

Registration woes

Unlike service tax law, there is no concept of centralised registration in GST. State wise
registration needs to be obtained in each state where there is business. Even if ATMs are installed
without actual branches, then also registration could be required under GST, though it could the
fixed establishment of the vendor who manages them. More number of registrations lead to more
administrative woes. Keeping track of expenditures incurred, ascertaining the type of tax
applicable, distribution of credits etc. would pose challenge as these aspects to be taken care at
state level rather than at central level.

Normally banks have one Head Office, multiple Zonal Offices and then Regional Office

and then comes the branches. Selection of principal place of business in each State itself could be
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an issue. Adding all the other place of business in the registration would be a practical challenge
considering the number of branches in a state.

If there are common expenses incurred at a particular location, then there is also a need for
obtaining input service distributor (ISD) registration in GST to distribute input tax credits. If there
is inter-unit billing system, this need may not arise.

Increased compliance

State wise registration warrants State wise record keeping, assessment and audit
compliances. It also means State wise filing of returns. The common returns to be filed in GST are
GSTR-1 (outward supplies), GSTR-2 (inwards supplies) and GST-3 (Consolidated return). If the
banks obtain ISD registration, then there is an additional return to be filed in form GSTR-6. There
is a matching concept which is being introduced in GST for credits. If the details of outward
supplies uploaded by suppliers and disclosed by assesses are not matching, then there is a threat to
credits. Therefore, there is a need for reconciliation of inward and outward supply details on
monthly basis. Such reconciliation is needed for each registered state. Considering the number of
branches a bank can have in a State, the reconciliation would take substantial time and would need
automation.

Cost of compliance could also go up as banks would be filing returns broken into 3
different days every month for each State as against one ST-3 return on half yearly basis at central
location.

Further, banks need to keep track and record of services provided to other branches located
in other States and the services provided to State/ Central Government which are subject to reverse
charge mechanism at registration level.

Even the statements issued by the banks in lieu of invoices need to contain all the
mandatory requirements of a tax invoice except the consecutive serial number and the address of
the recipient of service. This would certainly increase the compliance work at each transaction

level.

Impact on input tax credit

Normally banks do not avail credit of VAT paid on procurements as generally there would
not be any sale of goods. In rare cases, there could be sale of repossessed assets from customers on
account of payment default. Service tax paid on input services is eligible as credit. However, as the
interest income of banks are exempt from service tax, there is an option of availing 50% Cenvat

credit of service tax paid on input services. This is under Cenvat credit rules 2004. The excise
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duties or import duties paid on capital goods are allowed to the extent of 100%.

Section 17(4) of CGST law also allows 50% credit benefit on input services. However, the
law requires 50% credit availment even on capital goods which would be disadvantageous for
banks as earlier they were eligible for 100% credit. However, there would be increase in credit as
banks would get credit of tax paid on purchase of all inputs including security stationeries, debit/
credit cards, printed materials and huge amount of business assets like computer equipment which
hitherto was not eligible. Tax paid on all stationery items such as bill books, cheques, challans etc
would be eligible for credit of 50%. This 50% restriction is not applicable for inter unit billings. In
other words, if there are inter branch billings, full credit of tax charged in invoice would be

allowed if such branches have common Permanent Account Number (PAN).

Updating location of customers to identify type of tax payable

In case of banking services, the place of supply of services for levy of GST would be
location of service receiver on records of bank. Not updating the locations of customers especially
business customers could result in payment of wrong type of tax and denial of credit to customers.
For example, for a customer who is in other state, if local CGST and SGST is charged, the
customer would not be able to claim credit. This results in refund scenario and all of us know that
getting refund from government department would not be easy. There is a need to update customer
profiles to ensure that correct type of taxes are charged with proper registration number of
customer.

Where the customer is located outside India, the place of supply would be the location of

bank and accordingly local SGST & CGST needs to be discharged on such transactions.

Tax payable on inter branch billings

In case of inter branch billings wherein branches have separate registration numbers, GST
would be payable on any supply of goods or services. At each branch level, such transactions to be
tracked for payment of GST.

Identification of individual support services rendered among interstate branches itself is
practically impossible for any banking company. The representations have been made to the
Government to exclude the inter unit transactions from the GST net for the banking and financial
institutions which is uncertain till date.

However, the value which is charged by one branch to another in different states would be
deemed to be the open market value for the purpose of valuation. This comes as a major relief to

the banking industry as valuation method adopted in case of inter branch billings would not be
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subject to litigation. Still the reasonable mechanism to arrive at the value of inter branch services
would have to be identified for better compliance.

The valuation mechanism should be configured in systems as all the banking processes are
automated. Till today self-service or self-supply of goods was not subject to tax. In GST regime,
this would change. Banks need to prepare well for implementing these changes for better

compliance under GST.

GST and Banks

Banks charge a transaction fee for all the transactions that happen through them, this cost
will rise from the 15% tax in the current regime to 18 % with GST. What this means is that a
person must pay Rs.3 extra per Rs.100 for banking transactions.
Most banks have now applied transaction charges on cash withdrawals from different bank ATMs
or cash withdrawals from branch. So, banking transactions such as credit card payments, fund
transfer, ATM transactions, processing fees on loans etc., where the banks are levying charges,

increased tax rates would apply.

GST and Loans

Let’s a delve a little bit into the matter of GST and its impact on borrowing. The view is
that there would be a marginal rise in cost at points where the GST comes into play, for example
say a personal loan, service tax in the earlier tax regime was levied upon the processing fee and
prepayment charges, these are expected to rise but not to levels that would cause worry.
For example, processing fee, depending on the lender was charged at 1-2% of the loan and this fee
would attract a service tax of 15%, now this would rise to 18%. A marginal increase in the cost of

borrowing is also applicable for home loans, auto loans and personal loans.

GROUNDS BEFORE GST AFTER GST
Registration Banks follow the Zonal or Regional structure  Banks having branches in
for every large State. multiple States and Union

Territories (UTs) shall register
in each such State or Union

Territory.
Accounts and Simple. Cumbersome as transactions
Administration between two branches of same

bank is set to trigger a tax.
Place of Supply A Customer having an account in Raipur may Supply identification will be
of Goods and do the transaction from Chennai and can required for taxation purpose
Services transfer money to persons from Delhi having  under GST regime.
account in Chennai.
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Levy of Service The power to levy and collect Service Tax on ~ With the introduction of GST,

Tax all services is with the Centre. the States would also be
empowered to levy GST on
services.

Services Banks provide different types of services to All these will become taxable

customers like Credit Card, Debit Card, Cheque under the ambit of Goods and
Clearance, Internet banking, NEFT, RTGS, Sales Tax.

IMPS, Funds Transfer, Demand Account,

Demand Draft, Wealth Management services,

Savings account, Personal loan, home loans,

etc. while Bank head offices provide some

other services.

Repossession of When a bank repossesses assets from a Such treatment is liable to
Assets of defaulter of loan and sells the same, Bank pays change under GST.
Defaulters the VAT, as a dealer’ in terms of State VAT
laws.
Invoicing N/A Requires uploading of invoices

on GSTN (Goods and Services
Tax Network) by 10th of every
month.

GST Rates

Under the GST, most of the financial services would attract a higher tax of 18% as against
15% as of now. Banks and insurance companies have been already sending messages and mails to
their customers about the new tax rates which would be charged. Common banking services that
would attract higher service tax include debit card, fund transfer, ATM withdrawal beyond the
number of free services, home loan processing fee, locker rentals, issuance of cheque
books/drafts/duplicate passbooks, collection of bills, collection of outstation cheques, cash
handling charges and SMS alerts.

I.Investment banking services-18% 2.Central banking services-18% 3.Services related to
investment banking such as mergers & acquisition services, corporate finance & venture capital
services-18% 4.Services by an acquiring bank, to any person in relation to settlement of an amount
upto two thousand rupees in a single transaction transacted through credit card, debit card, charge
card or other payment card service-18% 5.Services by the Reserve Bank of India-18% 6.Other
financial services -18% 7.Services by way of: (a) extending deposits, loans or advances in so far as
the consideration is represented by way of interest or discount (other than interest involved in
credit card services); (b) inter se sale or purchase of foreign currency amongst banks or authorised
dealers of foreign ex- change or amongst banks and such dealers-Nil 8.Financial transactions
processing and clearing house services-18% 9.Rupee notes when sold to the Reserve Bank of

India-Nil. 10.Unused postage, revenue or similar stamps of current or new issue in the country in

Impact of GST on Business, Trade and Indian Economy 112



Electronic Interdisciplinary International Research Journal (EIIR])

Edulndex Impact Factor 5.20 ISSN 2277-8721

which they have, or will have, a recognised face value; stamp-impressed paper; banknotes; cheque
forms; stock, share or bond certificates and similar documents of title-12%

Ironically, your actual financial transactions will reduce your finances due to the increase
of tax on services to 18% (from earlier 15%) So, your life, health, car insurance premiums will
increase. Cost of taking out a loan will also increase due to the service component in loan
processing etc. Banking services charge 15% service tax currently which will increase to 18%
under GST. Most banks have applied transaction charges on cash withdrawals from different bank
ATMs, cash withdrawals from branch (first 5 for both are free). All these attracted 15% service tax

which has increased to 18% under GST regime.

Objectives of GST

One of the main objective of Goods & Service Tax (GST) would be to eliminate the
cascading effects of taxes on production and distribution cost of goods and services. The exclusion
of cascading effects i.e. tax on tax will significantly improve the competitiveness of original goods
and services in market which leads to beneficial impact to the GDP growth of the country. It is felt
that GST would serve a superior reason to achieve the objective of streamlining indirect tax regime

in India which can remove cascading effects in supply chain till the level of final consumers.

Difficulties to Banking Industry

1. All the bank need to register for their all office location.

2. They have to maintain separate books of account to have a control for all input tax credit and
utilized and unutilized credit.

3. Due to registration of all location Many banks and financial institutions may be in for a lot of
trouble as they could just see the complexity in paying taxes increase under the GST.

4. Complying with the requirements of reverse charge and partial reverse charge mechanism would

add to further compliance costs.

Benefits to banking industry

1. Under the existing CENVAT mechanism, banks are eligible to take partial credit of excise duty
and service tax paid on procurement of qualifying goods and services which are used for
provision of output service. However, banks do not get input tax credit of State VAT paid
on any goods procured by them. As all these indirect taxes will be subsumed in GST, banks
will be able to take credit of GST paid on procurement of goods as well, subject to

appropriate disallowances, if any.

Impact of GST on Business, Trade and Indian Economy 113



2. Further, unlike CENVAT regime where input tax credit is denied on procurement of various
specified goods and services, under GST regime, input tax credit is proposed to be allowed
on majority of goods and services which would be used or intended to be used by a bank
for making an outward supply in the course of furtherance of business.

3. Lastly, since one of the objectives of GST is to reduce tax evasion by curbing the parallel
economy and widen the tax base, the business of banking in general is expected to increase
due to additional demand of funds and greater volume of accounted transactions.

Above issues have been noticed on the first reading of Model Law and there may be many more
issues which may require clarification or modification in the Model Law. Nevertheless, to
start with, the Government should forthwith consider the abovementioned issues as these
are fundamental for starting any work for developing the IT systems and other processes in
the banking sector.

4. Input tax credit is not allowed as per current CENVAT rules. But under GST regime input tax
credit will be allowed which would be used by a bank for making outward supply in the
course of GST Will help to reduce tax evasion. Under GST doing business will be easy.
The increase in business will lead to additional demand of funds. Addition demand of funds
will lead to increase in number of transactions in the bank as the business and current
scenarios ask to go for digital transaction.

5. Bank will be able to set off their GST liabilities against credit received on purchase of goods.
Banks do not get input tax credit of State VAT paid on any goods procured by them. As all
these indirect taxes will be subsumed in GST, banks will be able to take credit of GST paid

on procurement of goods as well.

Conclusion

The Goods and Services Tax is a necessary change that is expected to take India to a
simpler and advantageous tax structure which will augment growth, but no implementation is
without difficulty. The slight increase in costs in the financial sector should be taken as a bitter pill
for a better future. Implementation of GST will create a fuss for banking sector. Consumer will be
charged 3% more under GST. There is a lot of confusion about how banking sector should charge
their customers. Intra-state and inter-state transactions will also become a cumbersome task for the
bank. Banks will have higher compliance cost due to registration of bank branches and inter
branch services. With the implication of GST on the financial sector as well, its impact on banks

and NBFCs will need to reconsider its operations, accounting, compliance and transactions
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entirely. Moreover, the IT system will have to be vigilant enough to solve the complexities related
to GST procedures and compliance at a higher volume. Banks would for sure face lot of challenges
for transition to GST from present indirect taxation system. Professionals have a major role to play
in assisting the banking sector for implementation of GST for smoother transition. Chartered

accountants with knowledge of IT are more suited for this job.

Bibliography
http://www.udyogsoftware.com/impact-of-gst-on-banking-sector/ Article of CA Amitav Das
https://www.hrblock.in/blog/impact-of-gst-on-banks-and-nbfcs-in-india/
https://www.legalraasta.com/gst/gst-tax-rate-gains-losses/
http://kscaa.com/2017/06/12/gst-impact-on-banking-sector-ca-madhukar-n-hiregange-ca-mahadev-
1/ Article of CA Madhukar.N.Hiregange & CA Mahadev.R
http://www.livemint.com/Industry/il3RalpoHOk510s4CZYLgN/GST-rates-Banking-services-
insurance-premium-credit-card.html
https://www.icicibank.com/knowledge-base/tax/gst.page
https://yourstory.com/mystory/bf4911523f-gst-and-its-impact-on
https://timesofindia.indiatimes.com/business/india-business/from-insurance-premium-to-atm-
transaction-banking-will-be-expensive-under-gst/articleshow/59350262.cms
http://lawnn.com/gst-impact-goods-service-tax-banking-sector/
http://www.gstindia.com/model-gst-law-implications-for-banking-sector/

http://csnikhilkalra.blogspot.in/2015/05/benefits-and-objectives-of-goods-and.html

Impact of GST on Business, Trade and Indian Economy 115



“A STUDY ON UNDERSTANDING OF NEW TAX LAW FOR INDIA - GOODS AND
SERVICE TAX (GST )”
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Abstract:

A single common “Goods and Services Tax (GST)” was proposed and given a go-ahead in 1999
during a meeting between then Prime Minister Atal Bihari Vajpayee and his economic advisory panel. Mr.
Vajpayee set up a committee headed by the then finance minister of West Bengal, Asim Dasgupta to design
a GST model. Later, Finance Minister P Chidambaram in February 2006 continued work on the same. It
finally was implemented on July Ist, 2017 to be a comprehensive, destination-based indirect tax that has
replaced various indirect taxes that were implemented by the State and Centre such as VAT, excise duty,
and others. The government of India also formed a GST Council to govern the rules the Goods and Services
Tax.

In the pre-GST regime, tax on tax was calculated and paid by every purchaser including the final
consumer. This tax on tax is called Cascading Effect of Taxes.

GST avoids this cascading effect as the tax is calculated only on the value-add at each stage of transfer of
ownership.GST will improve the collection of taxes as well as boost the development of Indian economy by
removing the indirect tax barriers between states and integrating the country through a uniform tax rate.
Present paper is descriptive in nature which tries to understand new tax law GST, its advantages, and
components of the same. It also tries to highlights Pre- GST regime taxes existed in India. An effort is also
made to clear the concepts of GST taxes with the help of illustration wherever possible.

Keywords: Goods and Service Tax ( GST )

1. Introduction

Goods & Services Tax Law in India is a comprehensive, multi-stage, destination-based
tax that is levied on every value addition .In simple words, Goods and Service Tax is an indirect
tax levied on the supply of goods and services. GST Law has replaced many indirect tax laws that
previously existed in India. GST is one indirect tax for the entire country.

So, before Goods and Service Tax, the pattern of tax levy was as follows:
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Under the GST regime, the tax will be levied at every point of sale. In case of interstate
sales, Central GST and State GST will be charged. Intra-state sales will be chargeable to Integrated
GST.

2. Objectives :
1. To know taxes before GST
2. To understand concept of GST
3. To study advantages and Components of GST .

3. Research Methodology:

Being an explanatory research it is based on secondary data of journals, articles,
newspapers and magazines. Considering objectives of study descriptive type research design is
adopted which tries to understand new tax law GST, its advantages, and components of the same.
It also tries to highlights Pre- GST regime taxes existed in India. An effort is also made to clear the
concepts of GST taxes with the help of illustration wherever possible. The accessible secondary
data is intensively used for research study.

4. Review of Literature :

Dr. R. Vasanthagopal (2011) studied,“GST in India: A Big Leap in the Indirect Taxation
System” and concluded that switching to seamless GST from current complicated indirect tax
system in India will be a positive step in booming Indian economy. Success of GST will lead to its
acceptance by more than 130 countries in world and a new preferred form of indirect tax system in
Asia also.

Ehtisham Ahmed and Satya Poddar (2009) studied, “Goods and Service Tax Reforms and
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Intergovernmental Consideration in India” and found that GST introduction will provide simplier
and transparent tax system with increase in output and productivity of economy in India. But the
benefits of GST are critically dependent on rational design of GST.

Nitin Kumar (2014) studied, “Goods and Service Tax- A Way Forward” and concluded
that implementation of GST in India help in removing economic distortion by current indirect tax
system and expected to encourage unbiased tax structure which is indifferent to geographical
locations.

Pinki, Supriya Kamma and Richa Verma (July 2014) studied, “Goods and Service Tax-
Panacea For Indirect Tax System in India” and concluded that the new NDA government in India
is positive towards implementation of GST and it is beneficial for central government , state
government and as well as for consumers in long run if its implementation is backed by strong IT

infrastructure.

5. Data Interpretation
5.1 Tax Laws before GST :

In the pre-GST regime, there were many indirect taxes levied by both state and center.
States mainly collected taxes in the form of Value Added Tax (VAT). Every state had a different
set of rules and regulations.

Interstate sale of goods was taxed by the Center. CST (Central State Tax) was applicable in
case of interstate sale of goods. Other than above there were many indirect taxes like
entertainment tax, octroi and local tax that was levied by state and center.

This lead to a lot of overlapping of taxes levied by both state and center.

For example, when goods were manufactured and sold Excise Duty charged by the center

was charged by the center. Over and above Excise Duty, VAT was also charged by the

State. This lead to a tax on tax also known as cascading effect of taxes.

The following is the list of indirect taxes in the pre-GST regime:
e Central Excise Duty
e Duties of Excise
e Additional Duties of Excise
e Additional Duties of Customs
e Special Additional Duty of Customs
e Cess

e State VAT
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e Central Sales Tax
e Purchase Tax
e Luxury Tax
e Entertainment Tax
e Entry Tax
e Taxes on advertisements
e Taxes on lotteries, betting, and gambling
All these taxes have been replaced with Central GST, State GST, and Integrated GST.
5.2 Definition of GST
Now let us try to understand the definition of Goods and Service Tax — “GST is
a comprehensive, multi-stage, destination-based indirect tax that will be levied on every value
addition.”
5.2.1 Multi-stage
There are multiple change-of-hands an item goes through along its supply chain: from
manufacture to final sale to the consumer.

Diagram No: 1 Multi Stage

Buving Raw
Materials
h 4

Sale to
L Wa P e Wholesalerﬂh‘arehousing}

Final Sale to W‘ r .
[ Consumer J*- L Sale to Retailer ]

Source : Source: www.gst.gov.in

From above diagram it is clear that Manufacturer purchases raw material, processes and
sale it to wholeseller or stores it in the warehousing. From warehousing it will be sold to retailer
and retailer will sell it to final consumer. Goods and Services Tax will be levied on each of these

stages, which make it a multi-stage tax.

5.2.2 Value Addition :
The manufacturer who makes biscuits buys flour, sugar and other material. The value of

the inputs increases when the sugar and flour are mixed and baked into biscuits.
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The manufacturer then sells the biscuits to the warehousing agent who packs large quantities of
biscuits and labels it. That is another addition of value after which the warehouse sells it to the
retailer.

The retailer packages the biscuits in smaller quantities and invests in the marketing of the
biscuits thus increasing its value.

GST will be levied on these value additions i.e. the monetary worth added at each stage to

achieve the final sale to the end customer.

5.2.3 Destination-Based

Consider goods manufactured in Maharashtra and are sold to the final consumer in
Karnataka. Since Goods & Service Tax (GST) is levied at the point of consumption, in this case,
Karnataka, the entire tax revenue will go to Karnataka and not Maharashtra.
5.3 Journey of GST in India
The GST journey began in the year 2000 when a committee was set up to draft GST Law. It took
17 years from then for the Law to evolve. In 2017 the GST Bill was passed in the Lok Sabha and
Rajya Sabha. On 1st July 2017 the GST Law came into force.
Diagram No.2 : Journey of GST in India.

PM Vajpayee set up a
committee to draft GST law

A task force concludes GST Finance Minister proposes GST
must be implemented to introduction from April 1 2010
improve current tax structure :

Constitution Amendement
Bill to enable GST Law
introduced

Standing Committee begins
discussion on GST but stalled
it ower clause 2798

Rajya Sabha passes four
upplementary GST Bills. Final GST
to implemented on July 1, 2017

FProject to computerise
commercial taxes launched but
GST implementation postponed

Standing Committee
tables its report on
GST

Four supplementary GST
Bills passed in Lok Sabha
and approved by Cabinet

EC finalises dual GST
structure to have seperate
lewy, legislation

-
GST Bill reintroduced
in Parliament by
Finance Minister

Amended Model GST law
passed in both Houses.
President gives assent

Source: www.cleartax.in
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5.4. Advantages of GST

GST will mainly remove the Cascading effect on the sale of goods and services. Removal
of cascading effect will directly impact the cost of goods. The cost of goods should decrease since
tax on tax is eliminated in the GST regime.

GST is also mainly technologically driven. All activities like registration, return filing,
application for refund and response to notice needs to be done online on the GST Portal. This will
speed up the processes. Following are the advantages of GST

® Removing cascading tax effect.
¢ Composite scheme for small businessmen
¢ Online procedure for GST
e [Lesser Compliances
e Defined treatment for e-commerce.
¢ Increased efficiency in logistics.
® Regulating un-organized sector.
5.5. Components of GST?

There are 3 taxes applicable under GST: CGST, SGST & IGST.

e CGST: Collected by the Central Government on an intra-state sale (Eg: Within

Maharashtra)

e SGST: Collected by the State Government on an intra-state sale (Eg: Within Maharashtra)
e IGST: Collected by the Central Government for inter-state sale (Eg: Maharashtra to Tamil
Nadu)

In most cases, the tax structure under the new tax law system will be as follows:

Transaction New Old System
System
Sale within CGST VAT + Central Revenue will be shared equally between the Centre
the State + SGST Excise/Service and the State
tax
Sale to IGST Central Sales There will only be one type of tax (central) in case
another State Tax + of inter-state sales. The Center will then share the
Excise/Service IGST revenue based on the destination of goods.
Tax
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6. Conclusion

In the pre-GST regime, tax on tax was calculated and paid by every purchaser including the
final consumer. This tax on tax is called Cascading Effect of Taxes.

GST avoids this cascading effect as the tax is calculated only on the value-add at each
stage of transfer of ownership.

GST will improve the collection of taxes as well as boost the development of Indian
economy by removing the indirect tax barriers between states and integrating the country through a

uniform tax rate.
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Abstract

Goods and Services Tax is a single and a broad based tax levied on goods and services consumed
in an economy. Agricultural sector has been the root of Indian economy and it contributes to around 17.4
per cent to GDP. About 52 per cent of the total rural livelihood depends on this sector as their primary
means of livelihood, so it is important to study the impact of GST on the Agriculture sector. GST will have
both positive and negative effect on Agriculture.

This paper is an analysis of what the impact of GST (Goods and Services Tax) will be on Indian
Tax Scenario. Here stated with a brief description of the historical scenario of Indian taxation and its tax
structure. Then the need arose for the change 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 Services Tax (GST) is a value added tax to be implemented in India, the
decision on which is pending. GST is the only indirect tax that directly affects all sectors and sections of our
economy. Ignorance of law is no excuse but 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 goods and services tax (GST) is aimed at creating a single, unified market that will benefit both
corporate and the economy. The changed indirect tax system GST-Goods and service tax is planned to
execute in India. Several countries implemented this tax system followed by France, the first country
introduced GST. Goods and service tax is a new story of VAT which gives a widespread setoff for input tax
credit and subsuming many indirect taxes from state and national level. The GST Implementation is not yet
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 as CGST and SGST respectively.
The objective will be to maintain a commonality between the basic structure and design of the CGST, SGST
and SGST between states .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. Thereafter, I have discussed the
possible challenges and threats; and then, opportunities that GST brings before us to strengthen our free
market economy

Keywords- Agriculture Commodities, GST, VAT, Indirect tax

Impact of GST on Business, Trade and Indian Economy 123



Introduction

Agriculture is one of the most critical sectors of the Indian economy. Growth and
development of agriculture and allied sector directly affects well-being of people at large, rural
prosperity and employment and forms an important resource base for a number of agro-based
industries and agro-services. The agriculture sector in India has undergone significant structural
changes in the form of decrease in share of GDP from 30 per cent in 1990-91 to 17.4 in 2015-16
(Annual Report, 2015-16 MoA & FW) indicating a shift from the traditional agrarian economy
towards a service dominated one.

However, this decrease in agriculture's contribution to GDP has not been accompanied by a
matching reduction in the share of agriculture in employment. About 52 per cent of the total
workforce is still employed by the farm sector which makes more than half of the Indian
population dependent on agriculture for sustenance (NSS th66 Round). Value addition in
agriculture, thus, holds huge potential for enhancing the living standard of majority of the people.
Improved agriculture marketing offers a major opportunity to achieve this objective.

Goods and service tax will have both negative and positive impact on agriculture. The price
of agricultural commodities will go down, as previously the agricultural commodities are charged
with different prices within the state, inter-state and in overall country. GST would lead to efficient
allocation of resources. Terms of trade move in the favor of Agriculture as compared to
manufacturing sector. This will increase prices of some commodities like milk, tea, etc. thus, boon
the millions of farmers in India. In nut shell we can say that it will effect directly and indirectly to

agriculture sector.

Goods and Service Tax:

What it is GST stands for “Goods and Services Tax” and is proposed to be a
comprehensive indirect tax levy on manufacture, sale and consumption of goods as well as
services at the national level. GST is an idea on which all the indirect taxes (by central
government, state government and custom duties) will be subsumed into a common single GST.
The proposed GST is expected to streamline the indirect tax regime. It contains all indirect taxes
levied on goods, including central and state-level taxes. Act as an improvement on the VAT
system, a uniform GST is expected to create a seamless national market. GST seems to be more
comprehensive, compliable, simple, harmonized and development oriented tax system. Main aim
of GST is “one nation, one tax”. From the consumer point of view, the biggest Advantage would

be in terms of a reduction in the overall tax burden on goods, which is currently estimated to be
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around 25-30 per cent (Central Board of Excise and Custom). Introduction of GST would also
make Indian products competitive in the domestic and international markets. After GST, when a
single taxation procedure will roll out we can say that inflation will come down. We can expect
that the rate of taxation on necessary materials like agriculture product, medicines will be low or

must be exempted. It will spread the positive energy to the people of the nation.

Objectives of GST:

One of the main objectives of GST would be to eliminate the cascading impact of taxes on
production and distribution cost of goods and services. The exclusion of cascading effects 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 cascading
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.

Features of Indian GST
e [t will be collected on VAT method i.e. tax at every stage of value addition.
e [t will be imposed at an uniform rate @20 per cent (Centre state share = 12 and 8 per cent
respectively)-
¢ Indian government will also apply an integrated GST that means only Centre can collect
GST in case of inter-state trade and commerce and further this tax will be divided between
Centre and state based on recommendation of GST council advisory body. Furthermore,

indirect tax will not be subsumed into GST.

Benefits of GST-
1. GST provide comprehensive and wider coverage of input credit setoff, you can use service tax

credit for the payment of tax on sale of goods etc.

2. CST will be removed and need not pay. At present there is no input tax credit available for
CST.

3. Many indirect taxes in state and central level included by GST, You need to pay a single GST
instead of all.

4. Uniformity of tax rates across the states.

5. Ensure better compliance due to aggregate tax rate reduces.
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6. By reducing the tax burden the competitiveness of Indian products in international market is

expected to increase and there by development of the nation.

GST New for Nothing
e C(entral sale tax will continue in different from and Central sale tax will be collected by
central government for first two years but depending on the recommendation of GST
council it may be extended further and thus disturbing the very purpose of introducing
GST.
e (ertain items are exempted from GST like
1. Alcoholic liquor 2. Aviation turbine fuel/high speed diesel
3. Petrol 4. Stamp duty
5. Customs duty
But it is very well known that 40 per cent of state government revenue is from these items
and thus the very purpose of introducing GST is at stake. GST is expected to build a business
friendly environment, as it leads to charge a uniform tax rate. Indian economy is highly affected by
the indirect taxes like service tax, VAT tax, duties sales tax etc. They are all affecting Indian
economy in different area because most of indirect tax applied by state government in their
particular state and that make differentiation in the form of rate of indirect taxes. Rahul Bajaj,
chairman of the Bajaj Group, told Reuters in November 2012. Some states fear that a uniform tax
rate, if lower than their existing rates, will dent collections. However, the central government has
said it will compensate states for the potential revenue loss. Mr. Chidambaram (former finance
minister) has set aside Rs. 9,000 Crore towards the first installment of the balance of central sales

tax (CST) compensation

Impact of GST on Farm sector:

e The execution of GST is expected to boost the agricultural market as taxation under a
subsumed single rate would make the movement of Agricultural commodities hassle free as
the products would be able to reach places via trucks in a better way.

¢ Interstate trading of a particular product often is subjected to various taxes, permission, license
required for different states at every point of their transaction. This had often created
hindrance in trading of products across the country for many traders in the past. So
implementing GST would be the first step towards liberalizing the marketing of

agricultural products and creating a smooth transaction of goods.
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® GST would make the agro-machineries affordable to the small and marginal farmers in India
which was beyond their reach due to high excise duty on the machinery.

e Agricultural products were always subject to diversity in the taxation rates so a single rate of
goods and service tax would benefit the national agricultural market and help the farmers
and traders to sell their products in any part of the country and receive the best price for
their product.

e The proposed GST rate should provide consistency in tax of processed and unprocessed food
items so that processed food comes within the reach of all the consumers.

e The slab for GST rate of processed food should be different for different income group to make
the benefit of such food available for all the consumers.

e Currently, there is no tax to procure milk from farmers. We only pay 2 per cent central VAT on
sale of milk powder to a company. When GST gets implemented, the tax can be 12.5per
cent or 15per cent or 18per cent. There will be a straight cost hike in milk and milk product
prices. India ranks first in milk production covering around 18.5per cent of the world
production. Its annual production for the year 2015-2016 amounted to 155.49 million ton
(India stat) and records an increase every year, and milk being a basic necessity in many
households, an increase in the price would not be readily welcomed by the consumers.

e The implementation of GST is expected to facilitate the implementation of National
Agricultural Market on account of subsuming all kinds of taxes/ cess on marketing of
agricultural produce as well as it would ease interstate movement of agricultural
commodities which would improve marketing efficiency, facilitate development of virtual

markets through warehouses and reduce overhead marketing cost.

Conclusions

GST is the most logical steps towards the comprehensive indirect tax reform in our country
since independence. GST is livable on all supply of goods and provision of services as well
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
consumers shall be directly affected by GST... One of the biggest taxation reforms in India -- the
Goods and Service Tax (GST) -- is all set to integrate State economies and boost overall growth.

It can be said from the above that GST is expected to have both positive and negative

impact on the farm sector. In case of milk, Tea and Fertilizer it is expected to show a negative
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impact. These are the most popular commodities in India. In case of milk there is no tax to procure
milk from farmer, when GST will be implemented it leads to increase the milk prices and this
would not be welcomed by consumers. GST will make tax system more transparent as single tax
system is available to whole Country. Agricultural products were subjected to diversity of taxation
rates; as single rate of goods and service tax would help the farmers and also to traders because

they can sell their produce in any part of the country.
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GOODS AND SERVICES TAX (GST ) AND ITS IMPACT ON INDIAN LOGISTIC
INDUSTRY TO BOOM IN FUTURE PROSPECTIV

Surojit Saha Deepak Singh Parmar

Abstract:

Logistics sector plays a very significant role in the development of our nation. The Indian logistic
industry is expected to grow steadily, led by e-commerce penetration, economy revival, proposed GST
implementation and government initiatives like “Make in India”, National Integrated Logistic Policy, 100%
FDI in warehouses, food storage facilities, etc. Goods and Service Tax (GST) is India’s greatest tax
reform. In India, GST is implemented to unify the entire country into a single market with only one value-
added tax levy on all the goods and services across states at the point of consumption, comprising up to 16
different taxes. The specific objective of this article is to analyse the impact of Goods and Service Tax
(GST) on logistics and specifically on warehouses situated in India. Indian logistics industry is expected to
reach over USD 2 billion by 2019. Rise of e-commerce logistics and increased domestic consumption will
lead the way for the industry in the coming years. With a promise of growth and improvements, the service

oriented logistics industry is ready to expand beyond the horizons in the latter half of this decade.

Introduction:

Logistics is the management of movement of things between the point of origin and the
point of consumption in order to meet requirements of the clients. The logistics of physical items
usually involves the combination of information flow, material handling, production, packaging,
inventory, transportation, warehousing and often security.

The prevalent view is that the term logistics comes from the late 19th century: from French
logistique (loger means to lodge) and was first used by Baron de Jomini.

The Oxford English Dictionary defines logistics as "the branch of military science relating to
procuring, maintaining and transporting material, personnel and facilities". However, the New
Oxford American Dictionary defines logistics as "the detailed coordination of a complex operation
involving many people, facilities, or supplies,” and the Oxford Dictionary on-line defines it as "the
detailed organization and implementation of a complex operation". As such, logistics is commonly
seen as a branch of engineering that creates "people systems" rather than "machine systems."

Logistics Sector in India is highly fragmented. Due to increased industrial activities, the
India logistics industry has gained immense significance over the years and a major contributor of

Indian GDP. The India logistics industry is projected to grow at CAGR of 15-20% during the
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financial year 2016 to the financial year 2020.The primary bottleneck in driving economic growth
of this sector is due to multiple tax charged by authorities at interstate check posts. This results in
high logistics costs putting extra cost burden on the customers. The logistics costs in India is high
(13 per cent of GDP) as compared to developed countries (8-9 per cent of GDP). The India
logistics sector is primarily categorized into four segments comprising transportation,
warehousing, freight forwarding and value-added logistics. Transportation alone holds 60 per cent
share of the logistics industry and rest 40 per cent is contributed by warehousing, freight
forwarding and value-added logistics. GST implementation will be a game-changing event for
businesses and particularly for organized logistics players. Logistics is considered to be the
backbone of manufacturing and trading activities in the economy. It has a critical role to play for
developing countries like India wherein consumption is growing and demand is always high.

The historic GST or goods and services tax has become a reality. The new tax system was
launched at a function in Central Hall of Parliament on 1st July ,2017 (Friday midnight). GST,
which embodies the principle of "one nation, one tax, one market" is aimed at unifying the
country's $2 trillion economy and 1.3 billion people into a common market. The Lok Sabha has
finally Passed the Goods and Services Tax Bill and it is expected to have a significant impact on
every industry and every consumer. Apart from filling the loopholes of the current system, it is
also aimed at boosting the Indian economy. This will be done by simplifying and unifying the
indirect taxes for all states throughout India.

Under GST, the tax on warehouse, storage and other labour services has increased from
15% to 18%. Implementation of GST will free the decisions on warehousing from tax
considerations and decisions will be purely based on operational and logistics efficiency. This will
lead to change in dimensions for logistics requirements of the clients forcing logistics service
providers to rethink their business operations including creating new warehousing and logistics

locations and expanding / closing existing warehouses at certain locations.

Review of Literature:

X GST to help cut costs of transport, logistics . The cost of logistics is currently very high in
India, making up about 14-15% of GDP whereas it is only 7-8% in mature markets. In
GST, the curtailment of layers of movement of goods is inevitable. And GST will no doubt
bring down the dominance of the unorganised element in logistics. ( The Hindu MAY 17,

2017)
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K GST impact on the logistics sector is Initial uncertainties, courtesy goods and services tax
(GST), could affect profitability of the logistics sector in the short run, but operational
efficiency is bound to improve in the long run. (Live Mint AUGUST 08, 2017)

<« The passage of GST bill, when it happens, can spur large warehouse related investors by
logistics providers to derive cost savings from route and warehouse optimization (Business
Line JULY 03, 2016 ).

o GST, a revolutionary tax reform that unifies India’s USD 2 trillion economy into a
common market with its simple and unified approach aims to immensely benefit the
warehousing sector in India-GST a positive impact on the warehousing sector in India(
Industry news digest JULY 07,2017)

K Logistics is one tricky sector that is surely going to benefit once the Good and Service Tax

(GST) gets rolled out from July 1. However the results won't be too quick-Here's how GST

is going to be ‘legendary’ for logistic industry in India(Business Insiders MAY 26, 2017)

Objectives of the Study:
1. The first objective of the paper is to highlight the impact of GST on Indian logistic
industry especially on Warehouses.
2. The second objective is to present the advantages to Logistics Industry in India after

GST implementation.

Methodology of the Study:
Being an explanatory research, the methodology is based on secondary data which includes
compilation of research articles of the experts in the field published in journals, articles, news

paper and magazines.

Overview of Indian Logistic Industry:

The Indian logistics industry has come a long way from being a labour intensive during
60’s to the present technology oriented system that provides wide range of logistics services. The
concept of 3PL is a recent past culture in India. Traditionally, manufacturing companies in India
managed their own logistics requirements in-house. The country then gradually evolved from the
stage where the Indian organizations outsourced their labour requirement in order to avoid labour
related problems. Subsequently, basic services such as transportation and warehousing were
outsourced to different service providers known as the (Second-Party Logistics) 2PL service

providers. With the increasing demand, the service providers started providing integrated services
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together with other value added services, while the organizations focus on the core competencies
and streamline their supply chain.

In terms of infrastructure, road is the dominant mode of transport which accounts for 68%
of freight movement in India. Trucks are the most widely used mode of transportation in India. At
present, around 1.5 million trucks operate on the Indian roads and the number of trucks increases
around 10% a year. Railways are considered a relatively cheaper mode of transport and are used
mainly for transporting bulk materials over long distances. About 89% of its freight traffic is
contributed by major commodities such as coal, fertilizers, cement, petroleum products, food grain,
finished steel, iron ore and raw material to steel plants. The balance 11% is other commodities
moving in bulk and containers.

The country's logistics industry which is worth around USD 160 billion is likely to touch
USD 215 billion in the next two years with the implementation of GST, Economic Survey said.
"With the implementation of GST, the Indian logistics market is expected to reach about USD 215
billion in 2020, growing at a CAGR of 10.5 per cent," Economic Survey 2017-18 tabled in
Parliament said. The Indian logistics industry which provides employment to more than 22 million
people has grown at a compound annual growth rate (CAGR) of 7.8 per cent during the last five
years, it said.

The Global Ranking of the World Bank's 2016 Logistics Performance Index shows that
India jumped to 35th rank in 2016 from 54th rank in 2014 in terms of overall logistics
performance. India has improved its rank in all the six components of logistics performance index,

it added.

Impact of GST on Logistics Industry:

The Goods and Service Tax (GST) — taxation on goods and services consumed on value
additional basis without any distinction is the directive in the Indian tax reforms with effect from
July 1, 2017. It is expected to play a crucial role in integrating the fragmented logistics industry, a
major contributor in improving supply chain efficiency and product cost. The $130 billion Indian
logistics industry is growing at 15% CAGR. The real backbone of the Indian economy, it is
currently reeling under heaviness, making it unattractive, the main reasons for it being the
unorganized stature of the players, absence of clarity in taxation, multi-layered effects, and
harassment at each cross-over point, all adding to the cost to the customer and productivity delays.
Classification of logistics service provider as a goods transport agency (GTA) or courier service

agency is a main debated discussion in the Pre-GST regime, the reason being the complicated
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procedures applicable on GTA services drives all operators to declare them as courier service
agency. Post-GST, there is expected to have a clear understanding, bifurcation of services,
classification / application of appropriate taxes enabling a seamless flow of credit in the entire
chain. So far, logistics players in India have been maintaining multiple warehouses across states to
avoid CST levy and state entry taxes. Most of these warehouses are operating below their capacity
and thus adding to their operational inefficiencies. However, once GST sees the light of the day,
most of the current challenges of this industry will be a story of the past as India will become one
single market wherein goods can move freely inter-state without any levy. This will further bring
warehouse consolidation across the country and we can witness mega logistic hubs and high
investments in infrastructure wherein 100% FDI has already been allowed. As an outcome of GST,
warehouse operators and e-commerce players have already shown interest in setting up their
warehouses at strategic locations such as Nagpur, which is the zero-mile city of India and is well
connected throughout. We are sure to witness more transformations happening as we go forward.
Initial uncertainties, courtesy goods and services tax (GST), could affect profitability of the
logistics sector in the short run, but operational efficiency is bound to improve in the long run. The
logistics sector broadly comprises the road transport sector (consisting of unorganized small
businesses, trucking, fleets and large transport companies), the storage and warehousing sector and
finally third-party logistics (3PL). These can be further classified into big and small players and
asset heavy/light companies. Given this classification, comparing industry performance as a whole
is a complicated exercise. We tackle this by analyzing data pertaining to 166 companies during
2010-2015 from the Centre for Monitoring Indian Economy (CMIE)’s industrial database to arrive
at some useful insights into the industry’s performance. We look at two key performance
measures—profit after tax (PAT) as percentage of income and profit before interest, taxes,
depreciation and amortization (PBITDA) as percentage of income. Between 2010 and 2015, PAT
has declined for all sub sectors and shows volatility for the logistics and the storage sector (see
graphic). PBITDA is an important measure that reflects operating efficiency and ranges between a

low of 7% for the road transport sector to a high of approximately 20% for the storage sector.

How The Introduction Of Goods And Service Tax (GST) Would Benefit The Indian Logistic
Industry?

The planned dual GST model (central GST and state GST) proposes to replace around 29
state and federal taxes and tariffs for a single tax at the point of sale. The current combined Centre

and State statutory rate for most goods works out to be 26.5% (CENVAT of 14%, and VAT of
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12.5%), whereas post GST implementation the same is expected to reduce to standard rate of about

18-21% which will be levied on most goods and all services.

GST - Before and After:

Let us consider the example of a manufacturing company in Chennai, which moves its
goods to New Delhi. The actual sale happens in New Delhi and the finished goods have to be
transported from Chennai to New Delhi across different states. As per the current taxation norms,
one has to pay Central Sales Tax (CST) when moving a good to another state and selling it in the
other state. However, if the good is moved for stocking and not for sale, then CST need not be
paid. So many companies in order to avoid paying CST, they show this movement as moving to
stock and not moving to sell. To do this, companies have warehouses in every state where the
finish goods are stored and then the goods are transported for sale from the warehouse in each
state.

Let us consider another example of a city called Hosur in Tamil Nadu which is
approximately 30km from Bangalore. Shipping the goods from Bangalore warehouse to Hosur
requires the company to pay CST as Hosur in Tamil Nadu and Bangalore is in Karnataka. So, the
companies ship goods from Chennai warehouse, which is approximately 250km to Hosur to avoid
CST.

With the implementation of GST, the companies will be free to setup their own warehouses
to optimize cost and improve customer service. The following central and state taxes are integrated

into GST.

Central tax

State tax

—| Escise duty J —| tate VAT I
ate
— Service tax
J —[ State Excise l
— CvD Luxury tax I

| csT —I Entertainment tax l

— Various cess
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Advantages of GST to Logistic Companies:

GST

_
| |
Forward Integration Single rate

Cost / Time:

Saving Bigger warehouses and end market driven logistics planning is likely to result in
meaningful costs savings over time. On account of entry taxes and heavy paper work at state check
posts, there is an additional 5-7 hours added to the transit time for inter-state transport of goods.
Abolishment of entry tax and easier tax compliance procedures is likely result in easier movement

of goods across the country.

Forward Integration:

As these companies gather scale, that will enable them to offer services at lower costs. As
a result, companies for whom transportation is not a core part of their business will increasingly
outsource their logistics operations to third party logistics (3PL) and fourth party logistics (4PL)

service providers.

Single Rate:

Standard tax rates will allow corporations to move away from the practice of building a
warehouse in different states to adhere to each state’s tax code. A big packaged consumer goods
company could thus make do with one large mother warehouse at critical points in the country and

employ logistics companies to manage distribution and supply chains

Limitations:

X3

%

GST has the potential to accelerate growth in the logistics industry. However, its complete
impact can only be understood after the announcement of the final GST Law and Rules.

<> State-border checkpoints, which are tasked with material scrutiny and location-based tax
compliance, negatively impact the overall production and logistics time and account for

roughly 60% of a truck’s transit time.
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K With GST’s imminent implementation, the logistics industry should start exploring
different supply chain models with their clients and at the same time develop a completely
synchronized ERP accounting system to support inventory supply management as required

under the GST regime.

Model of Logistic Industry after GST:

The proposed goods and services tax (GST) will help companies reduce logistics cost by
redesigning their supply chains with four key structural changes

<« India becomes one big market, there will be fewer and larger warehouses.

o GST will result in larger trucks on road while the overall number of vehicles will go down.
The new tax will result in greater adoption of a hub-and-spoke model in segments such as
warehousing, cold chain, container freight stations and inland container depots.

K GST will also bring in scale to logistics companies as there will be a lot of savings,
stoppage of wastage and lower delays.

K These above changes will lead to greater economies of scale for transport operators and

lead to more companies outsourcing their logistics operations.

Conclusion:

GST is a win-win solution for all the stakeholders. It is a significant aid for increased
prosperity. GST could lessen transportation cycle times, enhance supply chain decisions, lead to
consolidation of warehouses etc. which could help logistics reach its potential in terms of service
and growth. So it will be great bang for the logistics sector which is leading to accelerated
economic growth. We can conclude that it is in the favour of warehouse industry to introduced
GST, so that warehouses will enjoy the benefit of it.
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Abstract:

On the historic midnight of 30th June 2016, India’s PM Narendra Modi ushered the country into
the age of GST — ‘One Nation One Tax’. Being an impartial tax framework, the effects of GST can be seen
across all domains. With the motto “Atithi Devo Bhava” (‘The guest is equivalent to God’) Indian tourism
industry was expected to reap great benefits under the new GST regime. Due to uniform tax rates and better
use of input tax credit, the final cost for end-user was perceived to decrease which in turn would attract
more foreign tourists. This meant more revenue for the government and assist in the growth of the industry.
GST is a non-discriminatory tax, and its effect will be seen across verticals. In this article, the GST impact
on the hospitality and tourism industry is discussed.

Keywords: GST, Government, Taxation

Introduction:

The Indian hospitality and tourism industry, which was pegged at US$ 136.2 billion at the
end of 2016 is one of the sectors which will see major changes post- with effect from July 01,
2017. The Tourism and Hospitality industry in India is expected to grow to US$ 280.5 billion by
2026 and the initial hiccups after GST implementation are highly unlikely to impede this growth.
The growth rate of the tourism sector of Indian economy was recorded as 17.3% in the previous
year. Experts observe that the implementation of GST will help the sector by reducing costs for
customers, harmonizing taxes, and reducing business transaction costs, but will also have its own

set of challenges.

Objectives:
1) To identify Pre and Post GST.
2) To study the pros and the cons of GST framework and current taxation system.
Pre and Post GST: How the Situation Has Changed
The hospitality industry, like every other sector in the Indian economy, was liable to pay

multiple taxes (VAT, luxury tax, and service tax) under the previous VAT regime. A hotel where
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the room tariff exceeded INR 1,000, was liable for service tax at 15 percent. An abatement of 40%
was allowed on the tariff value, thus bringing the effective rate of service tax down to 9%. The
Value Added Tax (ranging between 12 percent to 14.5 percent) and luxury tax, would apply on top
of this. However, for restaurants, there was 60% abatement which meant that the service tax was
charged at an effective rate of 6% on the F&B bills, apart from VAT (12 percent to 14.5%). Bills
for bundled services like social functions (seminars, marriage etc.), were taxed with an abatement
of 30%. The cascading effect of the VAT regime where the end consumer paid a tax on tax,
increases the end cost. Hoteliers and hospitality businesses did not get any input tax credit on the
taxes they paid, as central taxes like service tax, could not be set off against state taxes (VAT) and

vice-versa.

Under the GST Regime

Under the Goods and Service Tax, the hospitality sector stands to reap the benefits of
standardized and uniform tax rates, and easy and better utilization of input tax credit. As the final
cost to end user decreases, we can expect the industry to attract more overseas tourists than before.
This would ideally result in improved revenues for the government, and there are many pros to this
new tax regime which could help the industry’s growth in the long run. For instance,
complementary food (like breakfast) was taxed separately under VAT, but now it will be taxed

under GST as a bundled service. Let’s have a look at the rates for this industry in detail:

GST Rates for hotels Based on Room Tarriff
Tariff per night GST Rate
<INR 1,000 No tax
INR 1,000-2,500 12%
INR 2,500-7,500 18%

>INR 7,500 28%

GST Rates for the Hotel Industry

The Pros of GST:
1. Administrative Ease: GST will abolish several other taxes, leading to a reduction in
procedural steps and more chances to streamline the taxation process.
2. Clarity for Consumers: It was sometimes difficult to differentiate between a Value Added
Tax and an entertainment tax for the common man. However, under the GST regime
customers will see only a single charge on their bill and it would give them a clear picture of

the tax they are paying.
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3. Improved Quality of Service: How many times have you had to wait in the hotel lobby
wondering if you would miss your flight back home because your bill was still being
prepared? With just one tax to compute, the checking-out process at hotels and restaurants
will now become easier — another perk that the hospitality industry can brag about.

4. Availability of Input Tax: The tourism and hospitality industry will find it easier to claim
and avail input tax credit (ITC) and will get full ITC on their inputs. Before GST, the tax paid
on inputs (raw edibles for food, cleaning supplies etc.) could not be adjusted against the

output without any complications. However, this will become easier in the GST regime.

A breakup of hotel prices pre and post GST

Basic Room Before GST | After GST
Room Tarriff 2,700 2,700
Luxury charge on stay charges(10% as per Maharashtra) 270 -
Service tax @9% 243 -
GST @18% - 486
Total 3213 3186
Room with complimentary breakfast Before GST | After GST
Room Tarriff 2,200 2,200
complimentary breakfast 500 500
Luxury charge on stay charges(10% as per Maharashtra) 220 -
Service tax @9% 198 -
VAT @ 14.5% on food 73 -
GST @18% - 486
Total 3191 3186
Luxury with complimentary breakfast Before GST | After GST
Room Tarriff 8,000 8,000
complimentary breakfast 2,500 2,500
Luxury charge on stay charges(10% as per Maharashtra) 800 -
Service tax @9% 720 -
VAT @ 14.5% on food 363 -
GST @18% - 2940
Total 12383 13440

The Cons of GST:

1. Increased Technological Burden: When the service tax was first introduced, there were a lot
of mix ups. GST, thankfully, has very clear guidelines on how each industry needs to manage
their accounts and file returns but it will require businesses to become technologically adept,
increasing the technological burden and cost for compliance.

2. Increased Costs: In Maharashtra, for instance, hotel rooms were earlier taxed at 19% and
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food and beverage at 18.5%. Even with GST charged at 18%), there is only a minimal
cost reduction in both cases. Businesses will also look to recover the additional cost of
technology and new systems from their customers, which might — in some instances —
lead to higher tariffs.

3. Lack of Parity with Asian Counterparts: As India becomes an even bigger player in the
global hospitality and tourism industry, we need services to be at par with global rates. Our
Asian neighbors such as Japan and Singapore have very low tax rates for their hospitality
sector (8% and 7% respectively) which is an important reason for them ranking high on
tourist wishlists. India is a global tourism hotspot, but it still loses out on the backpacker

crowd due to these high rates.

Conclusion:

GST is a mixed bag of better and easier rules and regulations, and increased costs and
compliances. The Hotel and Restaurant Association of Western India had been lobbying for a GST
rate of 5% as it believed that a lower rate will bring in more tourists and allow Indian businesses to
compete with global chains. However, the GST Council deemed it fit to set the rate at 18%. The
Tourism and Hospitality industry is expected to grow to US$ 280.5 billion by 2026, and the initial
hiccups after GST implementation are highly unlikely to impede this growth. However, it remains

to be seen whether the cons outweigh the pros for this sector.
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IMPACT OF GST ON TOURISM SECTOR
Shivanjali Bhagat
_____________________________________________________________________________________________________________________________|
Abstract:

As per the report of the World Travel and Tourism Council (WTTC), India’s travel and tourism
sector ranks 7th in the world regarding its aggregate commitment to the nation’s GDP.

The growth rate of the tourism sector of Indian economy was recorded as 17.3% in 2016. The foreign
exchange earned by tourism sector is worth 21,828 crore rupees. The tourism industry provided more than
23.5 million jobs in 2015 and the employees that work in the tourism industry is over 9% in 2016.

On the historic midnight of 30th June 2016, India’s PM Narendra Modi ushered the country into
the age of GST — ‘One Nation One Tax’. Being an impartial tax framework, the effects of GST can be seen
across all domains. The Indian Tourism industry which was valued at US$ 136.2 in 2016 has also faced the
impact of GST.

Due to uniform tax rates and better use of input tax credit, the final cost for end-user was perceived
to decrease which in turn would attract more foreign tourists. This meant more revenue for the government
and assist in the growth of the industry.

Assigning GST rates for hotels and restaurants against annual turnovers is a progressive move by
the authorities. One of the major benefits of GST to the hospitality and tourism sector is that it will
eliminate multiple taxation by subsuming all taxes previously levied under one single entity. The promise of
‘one nation, one tax’ will also increase the ease of doing business in the country with the provision of

standardized tax rates and flexible criteria to avail input tax credit.

Keywords : GST, Tourism, India.

Introduction:

The Indian tourism and hospitality industry has emerged as one of the key drivers of
growth among the services sector in India. Tourism in India has significant potential considering
the rich cultural and historical heritage, variety in ecology, terrains and places of natural beauty
spread across the country. Tourism is also a potentially large employment generator besides being
a significant source of foreign exchange for the country.

The Goods and Services Tax (GST) is a value-added tax levied on most goods and services
sold for domestic consumption. The GST is paid by consumers, but it is remitted to the
government by the businesses selling the goods and services. In effect, GST provides revenue for
the government. With the motto “Atithi Devo Bhava” (‘The guest is equivalent to God’) Indian

tourism industry was expected to reap great benefits under the new GST regime. For raising the
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awareness on the importance of tourism for the country’s economy, January 25th is marked by the

Indian government to be observed as the National Tourism Day in India.

Problem Statement:

Confusion and lack of lucidity around GST has complicated the process and created
trouble for consumers booking hotels during peak tourist season. As per government guidelines
hotels with declared tariffs of Rs 7500 and above can charge 28% GST. But hotel owners
explained that declared tariff was imprecise and unclear as prices of hotel rooms vary with
seasons. Depending on the influx of people hotels could implement new tariffs several times

during a year. Hence the term is misunderstood and creates confusion among travelers.

Objectives of the Study:

The Indian government has realized the country’s potential in the tourism industry and has
taken several steps to make India a global tourism hub. The Tourism sector remains divided on
the predicted impact of Goods and Services Tax, most players in the industry have
welcomed the move to the new tax regime with great enthusiasm and the long-term
impact. However, remains to be seen and GST does accelerate growth in the sector. This
paper evaluates the impact of GST and how GST will be benefit for and make a

comparison of Pre and Post GST impact on the Tourism and Hospitality industry in India.

Tourism sector and GST: Before and after:

In the former indirect taxation regime, the state government would first charge VAT,
luxury and entertainment tax, while the central government would then levy a whole different set
of taxes such as excise duty, service tax, customs duty and central state tax. Consider the VAT, for
instance, which is often charged by state governments on a value already including an excise duty.
Hence, with different states having their own tax rates, hotels and hospitality businesses had option
to avail an input tax credit since the burden of central taxes cannot be set off against state taxes like
VAT, or vice versa.

In the previous regime, a hotel with room tariffs exceeding Rs. 1,000 would be liable to
pay 15 percent service tax. A deduction of 40% allowed on the tariff value would bring the
effective rate of service tax down to 9%, but its effect was negligible since the VAT and luxury tax
would still apply. Such a cascading effect of the tax regime rolls down right to the end customer,
who bears the burden of paying taxes on taxes.

One of the benefit of GST to the tourism sector is that it will eliminate multiple taxation by

subsuming all taxes previously levied under one single entity. The rates in the overall hospitality
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sector, however, have a complex classification and are on the higher end. The GST rates for non-
AC restaurants are 12% on food, while AC restaurants and those with liquor licence, including
restaurants in five-star hotels will be levied with 18% GST. Hotels with room tariffs between Rs.
2,500 and Rs. 7,500 will be charged 18% tax while those with daily tariffs above Rs. 7,500 will be
levied a GST of 28%. There is good news for budget conscious travellers as small and budget
hotels with daily room tariffs of Rs. 1,000 will be exempt from the GST schedule, while those
charging up to Rs. 2,500 per day will pay 12%. Further, restaurants that have an annual turnover
below Rs. 50 lakhs will be charged the lowest rate at 5% GST. Allotting a lower tax bracket to
small restaurants and budget hotels will help them grow and enable them to enhance their service
quality and standards on a regular basis. Currently, low to medium budget hotels constitute nearly
80% of India’s hospitality market, so a low tax burden on these hotels will also help create

thousands of new jobs.

Impact of GST on Tourism Industry:

The tourism is one of the sectors in the economy that is deliberately over the new
regime. Hospitality is one of the most competitive and steadily growing industries in the
country. The tourism industry contributes nearly 136US dolor billion to India’s GDP and
is expected to further grow to US$280.5 billion by 2026. Hospitality and tourism are also
among the highest employment generating sector and among the top ten sectors in the
country with the highest volume of foreign direct investment. In addition to being one of
the top sources of foreign exchange, tourism is also among the higher tax generating
sectors in the country. One such service which is extensively Used is one of the booming
sectors of the Indian economy is travel industry. GST on Travel and Tourism industry is
Disappointing. The industry believes that the higher tax slabs will impact and higher

growth, putting pressure on the bottom line and squeezing the margins of the players.

Tourism Industry under the GST Regime:

Under GST, the tourism industry sector stands to reap the benefits of standardized
and uniform tax rates and easy and better utilization of input tax credit. As the final cost
to end user decreases. We can expect the industry to attract more overseas tourists than
before. This would ideally result in improved revenues for its governments and these are
many prons to this new tax regime which would help the industry growth in the long run.
For instance, complimentary Breakfast was taxed under GST. But now it will be taxed

under GST as a Bundled services.
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Conclusion:

GST is amixed bag of better and easier rules and regulations and increased costs
and compliances. The hotel and association of western India had been lobbying for a GST
rate of 5% as it believed that a lower rate will bring in more tourists and allow Indian
business to complete with global chains. The Tourism and Hospitality in India is expected
to grow to US$280.5 billion by 2026 and the initial hiccups after GST Implementation are
highly unlikely to impede this growth. However, it remains to be seen whether the cons
outweigh the pros for this sectors.

In general a large Indian demographic is still taking its first baby steps in accepting and
living — a digital lifestyle. These include people from all sectors — social as well as finance. GST in
layman terms makes the government tax revenue generation process better and easier.
GST increases costs and compliances for the taxpayer, especially the business owners. Businesses
will try to recover the additional cost from their customers. The tax rate on hospitality industry is
less than 10% in Japan and Singapore. In order to compete in the global competition, there were
suggestions for a GST rate of 5%, but GST Council felt that 18% was the right tax rate. India has
been a hotspot for International and local tourists since ages. India’s Tourism and Hospitality
industry is set poised to grow to US$280.5 billion by 2026. By strong implementation and closing
prevailing loopholes, the initial setbacks in policy implementation can surely be overcome. For
now, let’s just hope that the traveller who visits this beautiful country goes back with memories

and experiences worth in Gold.
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A STUDY OF IMPACT OF GST ON BANKING SECTOR
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Abstract:

Goods and Service Tax was recommended in 1978 and could see the light on 1" July 2017. GST
which would replace 11 indirect taxes in India has impact on all major business sectors. Banking industry
would get impacted significantly. Obtaining separation registration in each State, identifying inter-state
transactions, valuation, operational restructuring, reconciliation of branches State wise, filing of returns on
monthly basis are some of the challenges. In this article, we have discussed few issues which could impact
the banks.

Banks would be having multiple branches spread across different states and the transactions would
also be voluminous. GST levy is on supply concept which is very wide. Banks need to review all the income
transactions to assess GST impact. All reports and returns are being automated in GST law. Therefore,
compliance plays a key role in GST and it is expected that compliance would substantially increase for the

banks due to the numbers

Introduction
The introduction of GST in India is a substantial shift from the current tax regime. It is

expected that service sectors will have major impact of GST than the manufacturing or trading
sector. Among the services provided by Banks and NBFCs, financial services such as fund based,
fee-based and insurance services will see major shifts from the current scenario. Owing to the
nature and volume of operations provided by banks and NBFC vis a vis lease transactions, hire
purchase, related to actionable claims, fund and non-fund based services etc., GST compliance will
be quite difficult to implement in these sectors. Under Model GST Law, the framework does not
provide much benefits or consideration to banks and NBFCs on understanding of the type of
transactions made by them on a consistent and voluminous basis.
Objectives of the Study:

1. To study the Issues pertaining to the provisions of GST Law

2. To overlook the Issues related to revenue recognition under GST

3. To study the Impact of GST on Banks

4. To study the Benefits of GST to Banking industry
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Methodology Adopted:

Present study is based on secondary data. Such data is collected from the books, magazines,
newspapers and internet website.

Issues pertaining to the provisions of GST Law

1. Widespread number of branches hassle registration: Currently, a NBFC, Banks with pan-
India operations can discharge its service tax compliances through a single “centralized’
registration. However, under GST, such Banks/ NBFCs would need to obtain a separate
registration for each state where they operate. In addition to registration, compliance burden
about filing of returns has also increased substantially -in terms of the periodicity of returns,
number of return formats and level of details required in these returns.

2. Input Tax Credit leveraged and de-leveraged : Currently, Banks and NBFCs majorly opt for
the option of reversal of 50% of the CENVAT credit availed against inputs and input services
whereas CENVAT credit on capital goods could be availed with no reversal conditions. Under
GST, 50% of the CENVAT credit availed against inputs, input services, and capital goods is to
be reversed which leaves them with position of reduced credit of 50% on capital goods thereby
increasing cost of capital.

3. Assessment and Adjudication made bothersome : The assessment would be done by the
respective state regulators under which the respective branch is registered. Now, every
registered branch of banks and NBFCs must justify its position on chargeability in the
respective state and reason for utilizing input tax credit in different states. As under GST, more
than one adjudicating authority will be involved, each authority may hold a different opinion on
the same underlying issue. This contradiction in opinion will prolong the adjudication process.
Currently, a taxpayer is adjudged by a single adjudicating authority on an issue involved. Under
GST different adjudicating authority may take a different view on the same issue. Clearing up
and dealing with the difference of opinion provided by the different adjudicating authority
would be difficult.

Issues related to revenue recognition under GST

1. Account Linked Financial Services : The place of supply will be the location of the recipient
of services on the records of the supplier of services. In the digitized and centralized scenario
prevailing in India identifying the state of location of service recipient will be quite difficult. In
cases where the service recipients like professionals, manufacturers, traders and other workers

often shift from one place to other in search of better opportunities, the service provider may
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have different address namely permanent address, current address, the address of
communication and KYC address.

2. Non-Account Linked Financial Services :The place of supply of service here would be the
location of service provider. This will again hit such companies which are widespread in remote
locations to establish their presence but operate and transact from a back office located in some
other state.

3. Actionable Claims: Actionable claims do not constitute as a service under Service Tax, and
hence no tax is payable under the current regime. Under GST actionable claims are now
included in the definition of supply of goods. Services provided from bills discounted to

securitization will now be taxed as an effect B2C and B2B majorly

Impact of GST on Banks
1. Complexities in the nature of transactions

The banking industry has come up with many ways of doing business where the transaction
trials are very difficult to identify even for the banking employees. All the banking transactions are
routed through CBS (Core Banking System) where debits and credits of lakhs of transactions
happen on real time basis. Banks deal with number of diversified partners right from the
Government till the individual citizens. Further the accounts are maintained at home branch where
in the services are received by the customer at any of its branches located anywhere in the world
which would be transacting branch.

The GST impact needs to be analyzed at each level of operations like cheque , Drafts,
cards, issue process, ATM operation, credit wing, securities, letter of credit, net banking, cash
backs and reward points, loans and advances, deposits, point of sale transactions and it goes on and
on. The conditional free services say free cheque books for maintaining minimum balance of
certain amount could be subjected to valuation issues unless care taken. The major challenge for
each bank would be to identify and understand its own nature of supplies, the transaction flow and
then the place & time of supply of such supplies, the valuation in absence of consideration and
majorly identification of the location from where the service is rendered.

Banks have the practice of providing a number of facilities to its officers (staff at various
grades) like free /concessional accommodation, food, travel, health kits, vehicles, loans, etc
provided over and above the terms of employment. These benefits are liable to GST. Schedule I
covers for the same. Segregation of so many facilities into either gifts, or supply of goods or

services would be difficult for the management.
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2. Registration woes

Unlike service tax law, there is no concept of centralized registration in GST. State wise
registration needs to be obtained in each state where there is business. Even if ATMs are installed
without actual branches, then also registration could be required under GST, though it could the
fixed establishment of the vendor who manages them. More number of registrations lead to more
administrative woes. Keeping track of expenditures incurred, ascertaining the type of tax
applicable, distribution of credits etc. would pose challenge as these aspects to be taken care at
state level rather than at central level.

Normally banks have one Head Office, multiple Zonal Offices and then Regional Office
and then comes the branches. Selection of principal place of business in each State itself could be
an issue. Adding all the other place of business in the registration would be a practical challenge
considering the number of branches in a state. If there are common expenses incurred at a
particular location, then there is also a need for obtaining input service distributor (ISD)
registration in GST to distribute input tax credits. If there is inter-unit billing system, this need may
not arise.

3. Increased compliance

State wise registration warrants State wise record keeping, assessment and audit
compliances. It also means State wise filing of returns. The common returns to be filed in GST are
GSTR-1 (outward supplies), GSTR-2 (inwards supplies) and GST-3 (Consolidated return). If the
banks obtain ISD registration, then there is an additional return to be filed in form GSTR-6. There
is a matching concept which is being introduced in GST for credits. If the details of outward
supplies uploaded by suppliers and disclosed by assesse are not matching, then there is a threat to
credits. Therefore, there is a need for reconciliation of inward and outward supply details on
monthly basis. Such reconciliation is needed for each registered state. Considering the number of
branches a bank can have in a State, the reconciliation would take substantial time and would need
automation.

Cost of compliance could also go up as banks would be filing returns broken into 3
different days every month for each State as against one ST-3 return on half yearly basis at central
location. This would certainly increase the compliance work at each transaction level.

4. Impact on input tax credit
Normally banks do not avail credit of VAT paid on procurements as generally there would

not be any sale of goods. In rare cases, there could be sale of repossessed assets from customers on
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account of payment default. Service tax paid on input services is eligible as credit. However, as the
interest income of banks are exempt from service tax, there is an option of availing 50% Cenvat
credit of service tax paid on input services. This is under Cenvat credit rules 2004. The excise
duties or import duties paid on capital goods are allowed to the extent of 100%.

Section 17(4) of CGST law also allows 50% credit benefit on input services. However, the
law requires 50% credit availment even on capital goods which would be disadvantageous for
banks as earlier they were eligible for 100% credit. However, there would be increase in credit as
banks would get credit of tax paid on purchase of all inputs including security stationeries, debit/
credit cards, printed materials and huge amount of business assets like computer equipment which
hitherto was not eligible. Tax paid on all stationery items such as bill books, cheques, challans etc
would be eligible for credit of 50%. This 50% restriction is not applicable for inter unit billings. In
other words, if there are inter branch billings, full credit of tax charged in invoice would be
allowed if such branches have common Permanent Account Number (PAN).

5. Updating location of customers to identify type of tax payable

In case of banking services, the place of supply of services for levy of GST would be
location of service receiver on records of bank. Not updating the locations of customers especially
business customers could result in payment of wrong type of tax and denial of credit to customers.
For example, for a customer who is in other state, if local CGST and SGST is charged, the
customer would not be able to claim credit. This results in refund scenario and all of us know that
getting refund from government department would not be easy. There is a need to update customer
profiles to ensure that correct type of taxes are charged with proper registration number of
customer.

Where the customer is located outside India, the place of supply would be the location of
bank and accordingly local SGST & CGST needs to be discharged on such transactions.

6. Tax payable on interbranch billings

In case of inter branch billings wherein branches have separate registration numbers, GST
would be payable on any supply of goods or services. At each branch level, such transactions to be
tracked for payment of GST. Identification of individual support services rendered among
interstate branches itself is practically impossible for any banking company. The representations
have been made to the Government to exclude the inter unit transactions from the GST net for the

banking and financial institutions which is uncertain till date.
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However, the value which is charged by one branch to another in different states would be
deemed to be the open market value for the purpose of valuation. This comes as a major relief to
the banking industry as valuation method adopted in case of inter branch billings would not be
subject to litigation. Still the reasonable mechanism to arrive at the value of inter branch services
would have to be identified for better compliance.

The valuation mechanism should be configured in systems as all the banking processes are
automated. Till today self-service or self-supply of goods was not subject to tax. In GST regime,
this would change. Banks need to prepare well for implementing these changes for better

compliance under GST.

Benefits of GST to Banking industry:

e Bank will be able to set off their GST liabilities against credit received on purchase of goods.

e Under the existing CENVAT mechanism, banks are eligible to take partial credit of excise duty
and service tax paid on procurement of qualifying goods and services which are used for
provision of output service.

e Banks do not get input tax credit of State VAT paid on any goods procured by them. As all
these indirect taxes will be subsumed in GST, banks will be able to take credit of GST paid on
procurement of goods as well.

e Input tax credit is not allowed as per current CENVAT rules. But under GST regime input tax
credit will be allowed which would be used by a bank for making outward supply in the course
of

e GST Will help to reduce tax evasion. Under GST doing business will be easy. The increase in
business will lead to additional demand of funds. Addition demand of funds will lead to
increase in number of transactions in the bank as the business and current scenarios ask to go

for digital transaction.

Conclusion:

The issues discussed above are only illustrative. Banks would for sure face lot of
challenges for transition to GST from present indirect taxation system. Professionals have a major
role to play in assisting the banking sector for implementation of GST for smoother transition.
Chartered accountants with knowledge of IT are more suited for this job.

With the expectation of further details to emerge, financial sectors face a can of worms in terms of
the manner of transacting business, customer profiles, services matrix, I'T systems and operation to

capture the data at both front and back end. IT systems will need to be more vigilant in terms of
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serving the purpose of solving the complexity related to GST compliance and procedures at a
higher volume. The impact of GST on Banks and NBFCs will be such that operations,
transactions, accounting and compliance will need to be reconsidered in its entirety.
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Abstract

GST will reduce the overall tax burden of goods on the consumers. The implementation of GST
will improve tax collections and boost India’s economic development by breaking tax barriers between the
states and integrating India through a uniform tax rate. It will build a transparent and corruption-free tax
administration, by simplifying procedures of taxations and reducing the tax burden, though increasing the
ambit of taxation. it is likely to super economic growth and it is estimated to increase the country’s GDP by

1.5% to 2.

1. Introduction:

The GST, once it comes through will be a significant step towards indirect tax reforms, that
will amalgamate a large number of Central and State taxes into one tax and prevent double
taxation to pave the way for common national market. The first country to introduced GST was
France in the year 1954. Presently, there are 140 other nations that follow the GST system.

GST will reduce the overall tax burden of goods on the consumers from the current 25% to
30% to around 15% to 17%. Considering that it would make our products more competitive in the
national and international market, it is likely to super economic growth and it is estimated to
increase the country’s GDP by 1.5% to 2%. The four supplementary Bills of Goods and Services
Tax (GST) include the Central Goods and Services Tax Bill (CGST), the Integrated Goods and
Services Tax Bill (IGST), the Goods and Services Tax (Compensation to States) Bill and the
Union Territory Goods and Services Tax Bill (UTGST).

The CGST and SGST would be levied at rates, which will be mutually agreed upon by the

centre and the states and the IGST would be levied on inter-state supply of goods or services.

2. Objective of Research paper:
1. To study the historical background about GST.
2. To study the constitutional amendment of GST.
3. To Examining the GST.
4. To study the features of GST.
5. Problems of GST.
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3. Data Collection:
The present research paper based secondary data. The secondary data have been collected

by reference books, research journals, news paper and internet.

4. Historical Background:

In the year 2000 the idea of GST was first mooted by NDA Government. This was given
the task of designing the GST model overseen and the IT back-end preparedness for its
implementation.

In May 10, 2007, Later, the UPA Government took it up and the Union Finance Ministry,
Mr . P Chidambaram announced the setting up of a Joint Working Group to prepare a road map
for introduction of GST in India.The Joint Working Group, after intensive internal discussions as
well as interaction with experts and representatives of Chambers of Commerce and Industry,
submitted its report to the Empowered Committee on November 19, 2007.

In April 30, 2008 the basis of this discussion and the written observations of the states,
certain modifications were made, and a final version of the views of empowered Committee at that
stage was prepared and was sent to the Central government .

In March 2011 the constitutional Amendment bill for GST was originally introduced in
the LokSabha the UPA government and was also examined by the parliamentary standing
committee by finance, which subsequently submitted its report . However, due to certain
observation made by the Parliamentary Standing Committee and amendment recommended their
to, besides, the inability of Parliament to function due to various disruptions by the opposition the

Bill could not be passed

The 122 nd Constitutional Amendment bill

The union cabinet after due deliberation approved the constitutional amendment bill for
the roll out of goods and service tax (GST) on 17" Dec 2014. This was a circular steps before it
could be introduced in parliament.

The cabinet’s decision come after the central and state reached a consensus on the broad
contours of the proposed tax onl5th Dec.2014.

The 122nd Constitutional Amendment bill for approval of the GST was introduced and
passed by Lok Sabha in May 2015 and subsequently in Rajya Sabha in Aug 2016 . A constitution
amendment requires support of 2/3" of members present, and voting separately, in both the houses

of the parliament.
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Finally The Constitutional Amendment bill was passed in parliament of 18" Aug 2016
after approval from both the houses of the parliament. A total of 19 states of 29 rectifies the bill
in a record 23 days and bill got presidential ascent on 18" Sept 2016.The passage of the
Constitutional Amendment bill paved the way by setting a decision making body for the GST
called the GST COUNCIL.

Formation of GST Council

The Govt. notified 12 Sept 2016 as the date from which the procedure for setting up GST
Council was initiated. The GST Council was constituted under 101* Constitutional amendment
.The council is headed by finance minister Arun Jaitley and comprised of a Minister of state for
Finance and Representative from all 29 states and 2 union territorie. The Loksabha passed all the
four supplementary GST Bills on 29™ March 2017 . The bill was passed after negating all the
amendments put forward by the Opposition. As brought out above being a Finance Bill the GST
bills Will be deemed to have been passed after 14 days of it being tabled in the upper house and is

well within reach to meet the 01* July deadline for its implementation

5. Examining the GST

At present tax is collected through a tax credit mechanism on value-added goods and
services at each stage of sale or purchase in the supply chain i.e. tax is paid during the procurement
of goods and services and subsequently, again value added tax is paid while selling the goods or
services to the end user.

Thus, the consumer bears this cumulative tax burden as he is the last person in the supply
chain. The implementation of GST will lead to the abolition of other taxes such as Octroi, Central
Sales Tax. State-level sales tax, entry tax, stamp duty, telecom licence fees. turnover tax, tax on
consumption or sale of electricity, taxes on transportation of goods and services etc, thus avoiding
multiple layers of taxation that currently exists in India.

Since, multiple layers of taxation will be subsumed into the GST; it will reduce the overall
tax burden of goods and services on the consumers from the current 25% to 30% to an average of
around 18% to 20%,V Consequently, the end user will have to pay lesser cost comparatively.

Besides, the reduced cost Would make our products more competitive in the national and
international market. Therefore, the new tax regime is likely to spur economic growth and it is
estimated to increase the country’s GDP by 1.5% to 2%.

The GST Council has finalized a four-tier GST tax structure of 5 per Cent; 12 per cent, 18

per cent and 28 per cent, with lower rates for essential items and the highest for luxury and de-
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merits goods, including luxury Cars, SUVs and tobacco products, that would also attract an
additional ce ss .

Moreover, with a view to keeping inflation under check, essential items including food,
which presently constitute roughly half of the consumer inflation basket, will be taxed at zero rate.
The cess is expected to provide additional resources to the central government to compensate

states for losses incurred in revenue after GST is implemented.

Features of GST:

1. The CGST and SGST would be revied at rates, which will be mutually agreed upon by the
centre and the states, through a body called the Council of GST, comprising of concerned
representatives from states and centre.

2. All goods and Services, barring a few exceptions, will be brought into the GST base. There will
be no distinction between goods and services.

3. GST would be applicable on supply of goods or services as against the present concept of tax
on the manufacture or on sale of goods or on provision of services.

4. A common threshold exemption would to both CGST and SGST. Company’s with an annual of
less than Rs 20 lakh will be exempted from paying GST. This threshold will be Rs 10 lakh for
special category status that is Himalaya and north eastern state.

5. Every business entity will have to self-assess and files tax returns on a monthly basis
submitting.

I)Details of supply provided

IT)Details of supply received, and

[IT)Payment of tax in addition to the monthly returns, an annual returns will have to be filed
by each taxpayer.

6. The GST council has laid an upper cap on the tax rates, e.g. for ach CGST and SGST the tax
rate will not exceed 20% and the rate of IGST will not exceed 40%.

7. The Central GST Bill allowance certain taxpayers with turn over less than Rs 50 lakh to pay
CGST at a flat rate on turnover ad of the value of supply of goods and services.

8. The liability to pay GST in relation to supply of goods and services will arise on the date of
issue of invoice and receipt of payment which ever is earlier.

9. An integrated GST would be relived on inter states supply of good which will be collected by
the centre and after deducting the CGST rate, the balance renew would be transfer to state

where the goods or services where every eventually consumed.
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10. Import of goods or services would be treated as inter-state supplies and therefore would be

subject to IGST in addition to the applicable customers duties.

11. Alcohol and petroleum products have been kept our of the ambit of GST in the initial year.
However, entry tax will be included in GST.

12. The GST shall have two components one levied by centre and other levied by the states. Rates
for Central. Rates for Central GST and State GST would be approved appropriately,
reflecting revenue considerations and acceptable.

13. The central GST and the State GST would be applicable to all transticitions of goods and
services made for a consideration except the exempted goods and services.

14. The tax payer would need to submit periodical returns, in the common format as far as

possible, to both the Central GST and State GST authority.

10. Benefits of GST

1. The implementation of GST will improve tax collections and boost India’s economic
development by breaking tax barriers between the states and integrating India through a
uniform tax rate.

2. The overall taxation burden will be divided equitably between manufacturing and services,
through a lower tax rate by increasing the tax base and minimizing exemptions.

3. It will build a transparent and corruption-free tax administration, by simplifying procedures of
taxations and reducing the tax burden, though increasing the ambit of taxation.

4. The ease of doing business will improve after cumbersome layers of taxes are removed and
business deals will become more transparent as various hidden taxation will not be present.

5. Since, both centre and State GST will be collected at the place of sale of a product, it will be
charged on the manufacturing cost only, and hence, the cost of product come down.

6. The four-tier GST tax structure and the upper cap laid on the tax rates, will ensure that the
essential commodities of daily use and food items will be placed at minimum tax rate or even
exempted from tax.

7. To safe guards the interests of the states, in terms of revenue collections. Alcohol, tobacco,
petroleum products have been kept out of the GST regime.

8. Lastly, greater clarity in the taxation system through GST is likely to expand the tax base and
incentivize foreign investments into India.

11.Problems of GST
1. Smaller company with turnover less than 20 lakh will not fall in the ambit of GST. So,
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these companies will continue to pay excise or value added tax, the rate of which is higher
than GST.

2. The key beneficiaries will be big companies from the organized sector, as their overall tax
liability will reduce. However, the small players, mostly formed the unorganized sector will
perhaps be affected adversely.

3. Since, unorganized will get adversely affected and lose its competitiveness, there is a fear
of higher attrition rate of workers or layoffs by such small com

4. Panies to cut cost.

The small companies to remain profitable will Have to boost their sales to cross the 20
lakhs threshold to come into folds of GST; there is a likelihood that short term increase in
prices of products may take place.

6. Some economists are saying that GST in nothing more than ‘old wine served in new bottle’
and the rates of taxation will not change substantially.

7. Lastly, GST may be fundamentally considered as anti-federal, as the states will be unable
to increase or reduce taxation, as hither-to-fore to suit the socio-political specific

requirements during certain special and unforeseen circumstances.

12. Conclusion:

1. The new tax regime will be an effective step towards improving revenue generation by
increasing the tax base and reducing the tax liability.

2. Since, government will have higher revenue collections and encourage foreign investors to
“Make in India”, it will improve the fiscal deficit state of country.

3. A calibrated introduction, hi-tech cyber backend support and judicious implementation of this
biggest tax reform since independence, will be required to ensure its flawless and smooth
functioning.
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Abstract:

A very significant improvement over the local sales tax system is Goods and Services Tax . GST,
one of the biggest taxation reforms in India is all set to assimilate Economies of the State and boost up the
overall economic growth. At present businesses pay lot of indirect taxes such as Service Tax, VAT, Sales
Tax, Luxury Tax, Octroi and Entertainment Tax. All such indirect taxes would cease to exist just after the
implication of GST. Thus, there would be only one tax, at the national level, and that too monitored by
Central Government of India. The markets are about the shift to the goods and services tax . One factor
driving this optimism is the anticipated shift of business from small, unorganized firms in some sectors to
organized ones. Since the latter are already in the formal economy, comply with regulations, are generally
larger in size and pay taxes, the switch will be much easier for them, which will ultimately translate into
increased market share. lists of companies that will benefit in sectors such as apparel, tiles and
sanitaryware, plywood, textile, footwear, electrical equipment and appliances, and plastics and packaging.

All these sectors have a high composition of unorganized firms .
Keywords: GST, Informal Economy

Introduction

Goods and Services Tax (GST) is an indirect tax reform which aims to remove tax barriers
between states and create a single market. For that to happen the constitution first needs to be
amended to remove different layers of governments' exclusive powers to levy taxes. Goods &
Services Tax Law in India is a comprehensive, multi-stage, destination-based tax that is levied on
every value addition.

In simple words, Goods and Service Tax is an indirect tax levied on the supply of goods
and services. GST Law has replaced many indirect tax laws that previously existed in India.GST
is one indirect tax for the entire country. Goods and services are divided into five tax slabs for
collection of tax - 0%, 5%, 12%,18% and 28%. Petroleum products and alcoholic drinks are taxed
separately by the individual state governments. There is a special rate of 0.25% on rough precious
and semi-precious stones and 3% on gold. In addition a cess of 22% or other rates on top of 28%

GST applies on few items like aerated drinks, luxury cars and tobacco products. The tax came into
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effect from July 1, 2017 through the implementation of one hundred and first amendment by the
Government of India. The tax replaced existing multiple cascading taxes levied by
the central and state governments. The tax rates, rules and regulations are governed by the Goods

and Services Tax Council which comprises finance ministers of centre and all the states.

Informal Economy:

The informal sector, informal economy, or grey economy is the part of an economy that is
neither taxed, nor monitored by any form of government. Unlike the formal economy, activities of
the informal economy are not included in the gross national product (GNP) and gross domestic
product (GDP) of a country. The informal sector can be described as a grey market in labour.
Other concepts which can be characterized as informal sector can include the black market shadow
economy, underground economy. Although the informal sector makes up a significant portion of
the economies in developing countries it is often stigmatized as troublesome and unmanageable.
However the informal sector provides critical economic opportunities for the poor and has been
expanding rapidly since the 1960s. As such, integrating the informal economy into the formal
sector is an important policy challenge

The original use of the term 'informal sector poes' is attributed to the economic
development model put forward by W. Arthur Lewis, used to describe employment or livelihood
generation primarily within the developing world. It was used to describe a type of employment
that was viewed as falling outside of the modern industrial sector. An alternative definition uses
job security as the measure of formality, defining participants in the informal economy as those
"who do not have employment security, work security and social security. While both of these
definitions imply a lack of choice or agency in involvement with the informal economy,
participation may also be driven by a wish to avoid regulation or taxation. This may manifest
as unreported employment, hidden from the state for tax, social security or labour law purposes,

but legal in all other aspects .

Need of Goods And Service Tax

Imposing several taxes on goods and services can lead to high cost and inefficient tax
structure which can subject to shirking and revenue disclosures. The need for GST in Indian
Taxation System will add value at each stage and will set off the rates both at state and at central
level. Introducing GST, will increase the efficiency of taxation, improves the economic growth and
it will bring whole nation to one national market. What happen in previous scenario taxation

system is very complex and very confusing, corruption chance is there, which leads to distrust of
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government, there are hidden tax for exports, whereas no charge applicable on Importing of
Goods/Services from one state to another.Just to overcome these issues, Rajya Sabha
introduced GST bill, which will bring transparency to taxation and consumer will get to know how

much tax amount they are paying to government for sale/ purchase/ manufacturing.

Objectives of the Study:-
1) To understand the goods and service tax
2) To study the scope and need of GST
3) To know the issue in informal sector

4) To study the challenges of GST in inform economy

Scope and Limitations:-

The study is limited for informal sector which affect GST. The switch to GST will increase
the size of the formal part of the economy and increase productivity, but it will also extract a cost
from the most vulnerable firms and workers. Goods and Services Tax Council to examine issues
relating to goods and services tax and make recommendations to the Union and the States on

parameters like rates, exemption list and threshold limits.

Advantages of GST

Few advantages which would accrue to Citizens, Trade/Industry and the Central/State
Government with the introduction of GST. The advantages to the Citizens are listed as:

e a. Simpler tax system.

e b. Reduction in prices of goods and services due to elimination of cascading.

e c. Uniform prices throughout the country.

e d. Transparency in taxation system.

e e¢. Increase in employment opportunities.
The advantages accruing informal industry:-

e a. Reduction in multiplicity of taxes.

b. Mitigation of cascading/double taxation.

c. More efficient neutralization of taxes especially for exports.

d. Development of common national market.
e e. Simpler tax regime-fewer rates and exemptions.
Research Methodology :-
The study focuses on extensive of Secondary data collected from various books, National

& international Journals, government reports, publications from various websites which focused on
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various aspects of Goods and Service tax

Significant Informal Segment:-

Many of the firms operating in this part of the economy make profits largely due to tax
evasion and non-compliance with regulatory norms, which allows them to offer products at
comparatively lower prices. However, in the GST-era, it will be a struggle for survival for such
firms because they will be faced with taxes, lower margins and a sharp spike in the cost of
compliance. Some firms in the unorganized sector may go under, while others could find their
profits curtailed. To be sure, in some instances the two sets of companies cater to different
customers, but there is always some overlap. And it is not just the manufacturers in the informal
economy who will suffer but also the smaller dealers and wholesalers.The economics of logistics
under the GST regime also favour large companies in the organized sector.A final decision on e-
way bills, which will have a significant impact on the logistics sector and logistics cost of
manufacturers, is pending. When implemented, this should result in a decline in transit time due to
elimination of multiple checkpoints and consolidation of warehouses. This will aid large
companies that operate across India and offset some of the cost advantages that regional and small
firms, usually those in the unorganized sector, enjoy. The point is that the squeeze on the informal
economy may well lead to job losses, which could then start hurting demand. So while companies
in the organized sector could benefit, there could be distress in the informal economy. Indeed, the
situation could be a repeat of what happened during demonetization, when the informal sector was

the hardest hit.

GST challenge for small business :-

With the implementation of GST, the owners of small businesses have been the ones who
have been negatively impacted the most. They are fraught with hesitation while working in the
new regime and rightly so, but the business owners should understand that the teething problems
will only prevail for a short time, as in the case of demonetisation. The government is continuously
working on simplifying the compliance procedure and easing the transitional pain for the
taxpayers.

Filing GST is complicated

They have trouble understanding and adopting the necessary requirements to comply with
the new system of indirect taxation. Filing three returns in a month, registration rules, complex
refund rules - there are multiple compliance issues that are worrying the businesses. In these past

three months of GST implementation, the government identified the pain-points that were making
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compliance difficult.

Blockage of Working Capital

Liquidity crunch is another challenge for small businesses and particularly exporters. In
GST, funds will be maintained in the form of an electronic credit ledger with the tax department.
This credit ledger will keep a record of all your tax liabilities. In the case of services’ sector, the
rates have been increased from 15% to 18%. This will force the taxpayers in the sector to face

some blockage of working capital

All the necessary GST compliances have to be done online

This is proving to be a very difficult task for the small and medium businesses as most of
them lack the necessary technical resources for the same. There are many ASPs that will help the
small businesses ensure end-to-end GST compliance without the requirement of a continuous

internet connection.

Goods Transport Agencies having trouble providing services to the unregistered persons
GST council decided that the services provided by a GTA to an unregistered person will be
exempt from GST. Furthermore, the implementations of TDS/TCS provisions, e-way bill have also
been postponed. The provision of reverse-charge also was resulting in a bias against the small
service providers. The proposal to defer reverse charge compliance is also a very important and
necessary relaxation as it will benefit small businesses and substantially reduce their compliance

costs.

Prior to the recent GST council meeting, the small dealers and manufacturers were required
to pay GST on advances received

This was proving to be very burdensome for the businesses in this sector. In order to ease
their hardships, the GST council has decided that the taxpayers having an annual aggregate
turnover up to Rs 1.5 crores shall not be required to pay GST at the time of receipt of advances on
account of supply of goods. The GST on such supplies shall be payable only when the supply of
goods is made.

Conclusion:

The move to the new tax regime has the potential to cause immense disruption to the
shadow economy that is the source of livelihood for many, although it is nobody’s case that firms
that survive by flouting regulations and evade taxes continue to do so.There are many SMEs who
are ill-prepared for the transition. Those of them who fail to make it on time will be out of

business, thus leading to increase in unemployment, at least initially, caution analysts. The switch
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to GST will increase the size of the formal part of the economy and increase productivity, but it
will also extract a cost from the most vulnerable firms and workers. Tax policies play an important
role on the economy through their impact on both efficiency and equity. A good tax system should
keep in view issues of income distribution and, at the same time, also endeavour to generate tax
revenues to support government expenditure on public services and infrastructure development.
Cascading tax revenues have differential impacts on firms in the economy with relatively high
burden on those not getting full offsets. This results inloss of income and welfare of the affected
economy. The ongoing tax reforms on moving to a goods and services tax would impact the
national economy, International trade, firms and the consumers There has been a good deal of

criticism as well as appraisal of the proposed Goods and Services Tax regime.
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Abstract:

GST the biggest tax reform in India founded on the notion of “one nation, one market, one tax” is
finally here. The moment that the Indian government was waiting for a decade has finally arrived. The
Parliament has finally passed Amendment of Goods and Services Tax Bill and it is expected to have a
significant impact on every industry and every consumer. Apart from filling the loopholes of the current
system, it is also aimed at boosting the Indian economy. This will be done by simplifying and unifying the
indirect taxes for all states throughout India. 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.

An attempt is made in this paper to study the concept of goods and service tax and its impact on

Indian economy. The study also aims to know the advantages and challenges of GST in Indian scenario.
Key Words: Goods n services tax, economic development, Indian economy and value added tax.

Introduction:

The replacement of the Central excise duty of the government of India by the Central Value
Added Tax (hereafter referred to as ‘CENVAT’) and sales tax system of the State governments by
the VAT marked a major mile stone in the reform process of indirect taxes in India. It addressed
the cascading effect under the erstwhile system by giving set-off for tax paid on inputs as well as
tax paid on previous purchases and resulted in a major simplification of the rate structure and
broadening of the tax base. But both the CENVAT and the State VAT have certain
incompleteness. The CENVAT has yet not been extended to include chain of value addition in the
distributive trade below the stage of production. Again, several Central taxes viz. additional excise
and customs duties, surcharge etc. also have Manuscript received February 12, 2011.
Vasanthagopal is an Associate Professor with the P.G and Research Department of Commerce,
The Cochin College, Kochi-682002, Kerala, India not been subsumed in the CENVAT, and thus
keep the benefits of comprehensive input tax and service tax set-off out of the reach of

producers/traders. Likewise, in the State VAT system, the cascading effect of CENVAT load on
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the goods has remained unrelieved. Hitherto, several taxes in the States viz. entertainment tax,
luxury tax etc. have not been subsumed in the VAT. Thus, even after a number of initiatives by the
various machineries at the Centre the present taxation regime is marked as cumbersome,
complicated and unfriendly. It is in this perspective that the Central government has entrusted
Dr.Vijay Kelkar, Chairman of 13th Finance Commission to suggest a rational, scientific,
simplified and modern but unified system of taxation in tune with developed nations form the base
behind the introduction of Goods and Service Tax (here after referred to as ‘GST’) in India.

GST is a broad based, single, comprehensive tax levied on goods and services at each point
of sale of goods or provision of service, in which, the seller or service provider may claim the
input credit of tax which he has paid while purchasing the goods or availing the service; the final
consumer will thus bear only the GST charged by the last dealer in the supply chain. With the
introduction of GST at the State level, the additional burden of CENVAT and services tax would
be comprehensively removed and major Central and State taxes will get subsumed into GST which
will reduce the multiplicity of taxes. Thus it marks a major improvement over the previous system
of VAT. Again, the transparent and complete chain of set-offs, GST will help-widening the
coverage of tax base and improve tax compliance. This may lead to higher revenue which further
results in lowering of tax burden. Although there are many hurdles to be crossed before the
implementation of GST like consensus over rates, constitutional amendment, compensation
mechanism for States losing out on revenue, varying models, dispute resolution etc. the Central
government has reiterated its commitment towards the adoption of a ‘flawless’ GST for the
survival of the India’s economy in the face of increasing international competition consequent to
globalization and liberalization. Despite the various impediments to the proposed transition, until
the time GST is implemented, it would be worthwhile to assess its positive impacts on the various
development areas in India. This aspect is the subject matter of this paper.

Indirect Tax Reforms:
* 1974 Report of LK Jha Committee suggested VAT
* 1986 Introduction of a restricted VAT called MODVAT
* 1991 Report of the Chelliah Committee recommends VAT/GST and recommendations accepted
by Government
* 1994 Introduction of Service Tax
* 1999 Formation of Empowered Committee on State VAT

* 2000 Implementation of uniform floor Sales tax rates Abolition of tax related incentives granted
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by States
* 2003 VAT implemented in Haryana in April 2003
* 2004 significant progress towards CENVAT
* 2005-06 VAT implemented in 26 more states
* 2007 First GST stuffy released By Mr. P. Shome in January
* 2007 F.M. Announces for GST in budget Speech
* 2007 CST phase out starts in April 2007
* 2007 Joint Working Group formed and report submitted
* 2008 EC finalizes the view on GST structure in April 2008

Research Methodology:
The study focuses on extensive study of Secondary data collected from various books,
National & international Journals, government reports, publications from various websites which

focused on various aspects of Goods and Service tax.

Objectives:
1. To highlight the impact of GST on Indian Economy.
2. To explain the working mechanism of GST in India.

3. To understand the implications of implementing GST in India

Definition of Goods and Service Tax:
New Article 366(12A) of the Indian Constitution defines Goods and Services Tax (GST) to
mean any tax on supply of goods or services or both except taxes on the supply of the alcoholic

liquor for human consumption.

GST - How It Works In India?

The GST system is based on the same concept as VAT. Here, set-off is available in respect
of taxes paid in the previous level against the GST charged at the time of sale. The GST model has
some aspects which are as follows:

* Components: GST will be divided into two components, namely, Central Goods and Service
Tax and State Goods and Service

* Applicability: GST will be applicable to all Goods and Services sold or provided in India,
except from the list of exempted goods which fall outside its purview.

* Payment: GST will be charged and paid separately in case of Central and State level. Input Tax
Credit: The facility of Input Tax Credit at Central level will only be available in respect of
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Central Goods and Service tax. In other words, the ITC of Central Goods and Service tax shall

not be allowed as a set-off against State Goods and Service tax and vice versa.

Positive Impact of GST in India:

I. GST is a single taxation system that will reduce the number of indirect taxes. From
now, a single taxation term would cover all of those indirect taxes.

2. The prices of products and services would reduce, thus this system would prove to be
beneficial for the people who are fed up of paying high prices.

3. This would reduce the burden from the state and the central government. With the
introduction of GST, all indirect taxes would come under a single roof.

4. GST would not be charged at every point of sale like other indirect taxes so in this way,
market would be developed.

5.  Corruption-free taxation system. GST would introduce corruption-free taxation system

Negative Impact of GST in India:

1. Production processes are likely to take some time to align with the new framework as firms
adjust to the input tax credit system and better manage working capital requirements.

2. For consumers, it will be a mixed bag as some goods become cheaper while others will be
expensive.

Services will become expensive e.g. Telecom, banking, airline etc.

4. Being a new tax, it will take some time for the people to understand its implications.

5. It is easier said than done. There are always some complications attached. It is a consumption
based tax, so in case of services the place where service is provided needs to be
determined.

6. If actual benefit is not passed to consumer and seller increases his profit margin, the prices of
goods can also see a rising trend.

Effects of GST on various sectors
So, how has GST really impacted India? Let’s take a look.

1. Effect on Consumer Goods and Services
The good news is that food products are charged 0%. The not so good news is that services

in general are seeing an increase of 18% from 15%.the implementation of GST increases the tax on

footwear and garments priced at INR 500 from the previous 14.41% to 18% but those priced lower
than INR 500 are taxed lower at 5%. For ready-made garments, the rates are lowered to 12% from

18.16%. Mobile services rates are slightly increased, though, because of the new 18% rate, from
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15% before. When it comes to direct-to-home and cable services, the new fixed rate of 18% can be
considered a general reduction as compared to the previous 10%-30% range and the additional
service tax of 15%.
2. Effect on Transportation

Under GST, cab and taxi rides are taxed lower, from 6% to 5%. For those who travel by
air, GST is favorable as the tax rate is lowered to 5% for the economy class and 12% for business
class. Train fare, meanwhile, is mostly unaffected as the change is minimal, from 4.5% to 5%.
Those who travel by sleeper are not affected by the tax rate change but those who travel first class
are charged more.
3. Effect on the Entertainment and Hospitality Industries

Amusement park rates increase with GST taking effect as the previous tax rate of 15% has
been raised to 28%. Movie tickets are similarly increasing as they are categorized under the 28%
rate. For hotels, no GST is to be charged for room rates priced lower than INR 1,000. However,
room rates higher than INR 5,000 get a 28% tax rate. For 5-star hotel restaurants, the rate is 18%
for those that serve alcohol and 12% for those that don’t. Smaller hotels and restaurants are only
charged 5% if their annual turnover does not exceed INR 50 Lakh.
4. Major Property or Asset Acquisitions

GST reduces under-construction property costs as the tax rate is set at 18% but this can still
be lowered to an effective rate of 12% as the property builder can avail of input tax credits. On the
other hand, buying a car (most models) in India can become slightly less expensive as the tax rate
is fixed at 28% with an additional cess of 1%, 3%, or 15% depending on which segment the car
being purchased belongs. In contrast, investing in jewelry can become slightly more expensive
because of the 3% (from 2% in most states of India) rate on gold and the 5% charged on the
crafting of the jewelry.
5. Effects on Financial Products and Services

Indians who buy insurance policies, unfortunately, are seeing increases in their premiums
with the implementation of GST as the tax rates have been raised for general, health, and life
insurance. On the other hand, the tax rate change on mutual fund returns under GST is mostly
minimal. This is because the GST is charged on the mutual fund’s Total Expense Ratio (TER). The
rate is only 3% so the effect is going to be marginal.

Since they belong to the service industry, banking services and the services provided by

other financial service companies are subject to the 18% rate, which is higher than the previous
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15%. Debit cards, fund transfers, ATM withdrawals, cheque book or draft issuance, bills
collections, charges on cash handling, and more are affected. Even money sending services are
affected. Companies that provide money transfer services, nevertheless, are expected to try to be
competitive so it’s worth observing how they change their rates. It’s advisable to observe these
changes on sites like Moneytransfercomparison.com to find out which ones are trying to be
competitive and which ones are taking advantage of GST to justify higher than expected rate
increases.
6. Effect on Startups

The GST regime is believed to be good for the Indian startup sector as it carries with it tax
credit on purchases, a simple compliance model, increased limits for registration, and the ability to
promote the free flow of goods and services. It takes away the complication and confusion of the
previous VAT laws, especially for those in the ecommerce industry. GST may stir inflation but
there’s the optimistic view that the undesirable effects will not last long, and will eventually be
offset by the positive impact of an improving economy.
7. Effect on Inflation

Given the sampling of effects mentioned earlier, it can be said that GST is mostly viewed
as an inflationary measure. However, the Indian government believes otherwise. Hasmukh Adhia,
Revenue Secretary, says that consumer price inflation with GST implemented will go down by 2%
by the end of 2017. Naturally, not many are convinced by this claim. The fact that the tax rate on
services has been raised to 18% from around 15% is already expected to raise inflation above

levels experienced before the institution of GST.

Ideal GST vs. Indian GST

GST is implemented in India and people are still confused with this new tax regime. Critics
are wearing their opinion for an ideal GST by differentiating between its Indian and global
versions. Generally, when GST is implemented in any country, a single rate of interest is levied all
over that specific country to develop a perfectly unified indirect tax system.

The GST reform in India is the most complex reform in the world. With common 18%
GST rate in the most of the goods is triggering inflation in the economy. In addition to this, the
states and centers may have conflicts for the tax-sharing arrangements. The debt affected state-
owned banks should clear their books as soon as possible and the government should focus on
immediate job creation and assure social stability for a long term growth. India should also mop-up

the corrupted income tax collection system as only 1% Indian pay income taxes according to

Impact of GST on Business, Trade and Indian Economy 169



reports. There is not a single newly implemented tax system is perfect during the time of its
inception and India is not an exception. India needs time to be in a position that conforms to the

world-class GST standards.

Conclusions:

By the above discussions one can reach following conclusion:

* The macroeconomic impact of GST is significant in terms of growth effects, price effects,
current account effects and the effect on the budget balance.

* In developing open economy with growing service sector, a change in the tax mix from income
to consumption-based taxes is likely to provide a fruitful source of revenue.

* The proposed structure will simplify the procedure which will end up with equal opportunity
for all the markets and in other hand will leads reduced tax evasion.

I would like to conclude that there are some of the major challenges before the government
and the industry, ahead of the actual implementation of GST. GST has an important role to play in
easing supply bottlenecks. More than baby steps are required to make it a reality. The Budget has
moved incrementally, but the big moves are awaited.

Will the hopes triumph over uncertainty would be determined by how our government
works towards making GST a “good and simple tax”. The idea behind implementing GST across
the country in 29 states and 7 Union Territories is that it would offer a win-win situation for

everyone.
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Abstract

India’s biggest tax reform yet has been met with an equal measure of praise and criticism. While
the implementation of the Goods and Service Tax promises to add a significant edge to the economy, by
reducing costs for customers, integrating taxes, and reducing business transaction costs, it will also
increase costs for businesses as well the burden of compliance.

The travel and tourism sector holds great strategic importance in the Indian economy providing
several socio-economic benefits. Apart from providing employment, income and foreign exchange for the
country, the trade in the tourism sector has an economically positive impact on other associated industries
such as food manufacturing, services, construction, agriculture, handicrafts etc. In addition, investments in
infrastructural facilities such as transportation, accommodation and other tourism related services lead to

an overall development of infrastructure in the economy.
Key Words: Employment, Income and Foreign Exchange.

Introduction:-

India’s biggest tax reform yet has been met with an equal measure of praise and criticism.
While the implementation of the Goods and Service Tax promises to add a significant edge to the
economy, by reducing costs for customers, integrating taxes, and reducing business transaction
costs, it will also increase costs for businesses as well the burden of compliance.

The hospitality and tourism industry is one such sector in the economy that is deliberating
over the new tax regime. Hospitality is one of the most competitive and steadily growing industries
in the country. The tourism industry contributes nearly $136 billion to India’s GDP and is expected
to further grow to US$ 280.5 billion by 2026. Hospitality and tourism are also among the highest
employment generating sectors and among the top 10 sectors in the country with the highest
volume of foreign direct investment. In addition to being one of the top sources of foreign

exchange, tourism is also among the highest tax generating sectors in the country.
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Tourism Industry in India:-

The travel and tourism sector holds great strategic importance in the Indian economy
providing several socio-economic benefits. Apart from providing employment, income and foreign
exchange for the country, the trade in the tourism sector has an economically positive impact on
other associated industries such as food manufacturing, services, construction, agriculture,
handicrafts etc. In addition, investments in infrastructural facilities such as transportation,
accommodation and other tourism related services lead to an overall development of infrastructure
in the economy. Despite that the Tourism Sector, including Inbound Tourism pay a plethora of
taxes and do not get any significant benefits as compared to other Export sectors. There are
multiple taxes charged on the same Service/ Product offering by the Central as well as State
Governments. It is an understanding that the Taxes levied on Inbound Tourism is amongst the
highest in the country, and this is one of the major reasons for India losing Foreign Tourists to
competing South East Asian Countries. Tourism sector in some of the key competing destinations

in South Asian countries attract much lesser taxes thereby making the products more competitive.

Objectives:-
1) To know the service tax & changing taxes rate.

2) To study the impact of GST on tourism sector.

Significance of tourism industry in India

1. India ranked 7" among 136 countries in terms of travel and tourism’s total contribution to
GDP in 2017. In India, the sector’s direct contribution to GDP is expected to grow by 9.6
% p .a. during 2016-26

2. The travel and tourism sector in India is estimated to account for 9 % of the total employment
opportunities generated in the country in 2016, providing employment to around 38.4
million people during the same year. The number is expected to rise by 2 per cent per
annum to 46.42 million jobs by 2026

3. Travel & tourism’s contribution to capital investment is projected to grow at 6.3 % p. a. during
2016-26, higher than the global average of 4.5 %.

4. Contribution of visitor exports to total exports is estimated to increase at 7.2 % p. a. during
2016-2026 compared to the world average of 4.3% .

5. 100 % FDI is allowed under the automatic route in tourism & hospitality, subject to applicable

regulations and laws. 100 % FDI allowed in tourism construction projects, including the
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development of hotels, resorts and recreational facilities. Campaigns such as Incredible
India & Atithi Devo Bhava were launched to harness the tourism industry’s potential.
6. Foreign exchange earnings from tourism accounted for USD21.1 billion in 2015, witnessing

growth at a CAGR of 10.5 per cent during 2006—15.

Key Issues facing the Tourism Sector on various fronts are as under:

¢ High Multitude and Incidence of Taxes on account of taxation at multiple levels and absence of
seamless input credit flow.

Lot of business in this sector gets generated through online mediums. Significant amount of
clarity is required in the existing laws to deal with e-commerce players and aggregators.

«» Lack of Proper Infrastructure in terms of access, connectivity and services and many
unorganised players in the industry.

+ Non-availability of skilled & Semi skilled man power required for the industry to attract
foreign tourist as well as promote local tourism specially Eco Tourism & Rural Tourism

which lacks professional approach towards service and customer satisfaction .

s Lack of Marketing, Branding & Promotion efforts for the rural.

Major issues in Present Tax system

+» Taxation of service offerings at multiple levels in the Tour Package. This leads to overall
taxation to this sector In the range of 20-27% considering a loss of Input Tax credit of
various taxes, like excise duties, import duties, luxury tax, entertainment tax etc.

« Differential taxes across states which vary frequently in terms of Luxury Taxes and Local Vat.

< Very confusing abatement patterns to derive the taxable component of the services and that
too changing very often .

« High State Entry/Road Tax on commercial vehicles in certain states, which is a burden on the
Foreign Tourists.

< Many Small Player in the industry so Tax chain break at many level resulting into higher tax
credit loss to players

«» No convert credit available for the infrastructure development which is huge cost to the
Industry and resulting into higher costing

Taxability under GST:
According to the CGST Law which neither contains the exemptions nor the rates of

taxation, it appears that most of the services in relation to Tourism would be subject to levy of

GST as the same is to be treated as ‘supply’. Since taxable event is supply, it is necessary to
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understand certain terms like Location of Supplier of Service, Location of Recipient of Service and
Place of Supply. Tourism industry supplies bundle of services and hence definition of Composite

Supply and Mixed supply also needs to be understood.

Key Terms under GST affecting Tourism Industry:
¢ Location of Supplier of Services

As per Section 2(71) of CGST Law, ‘location of the supplier of services’ means,— (a)
where a supply is made from a place of business for which the registration has been obtained, the
location of such place of business; (b) where a supply is made from a place other than the place of
business for which registration has been obtained (a fixed establishment elsewhere), the location of
such fixed establishment; (c) where a supply is made from more than one establishment, whether
the place of business or fixed establishment, the location of the establishment most directly
concerned with the provisions of the supply; and (d) in absence of such places, the location of the
usual place of residence of the supplier;
¢ Location of Recipient of Services

As per Section 2(70) of CGST Law. ‘location of the recipient of services’ means,— (a)
where a supply is received at a place of business for which the registration has been obtained, the
location of such place of business; (b) where a supply is received at a place other than the place of
business for which registration has been obtained (a fixed establishment elsewhere), the location of
such fixed establishment; (c) where a supply is received at more than one establishment, whether
the place of business or fixed establishment, the location of the establishment most directly
concerned with the receipt of the supply; and (d) in absence of such places, the location of the
usual place of residence of the recipient; Place of Supply As per Section 2(86) of CGST Law,
‘place of supply’ means,— Place of supply as referred to in Chapter V of the Integrated Goods
and Services Tax Act; Mixed Supply As per Section 2(74) of CGST Law, ‘mixed supply’ means
two or more individual supplies of goods or services, or any combination thereof, made in
conjunction with each other by a taxable person for a single price where such supply does not
constitute a composite supply.

( A supply of a package consisting of canned foods, sweets, chocolates, cakes, dry fruits,
aerated drinks and fruit juices when supplied for a single price is a mixed supply. Each of these
items can be supplied separately and is not dependent on any other. It shall not be a mixed supply

if these items are supplied separately. )

Impact of GST on Business, Trade and Indian Economy 174



Electronic Interdisciplinary International Research Journal (EIIR])

Edulndex Impact Factor 5.20 ISSN 2277-8721

Composite Supply As per Section 2(30) of CGST Law, ‘composite supply; means a supply made

by a taxable person to a recipient consisting of two or more taxable supplies of goods or services

or both, or any combination thereof, which are naturally bundled and supplied in conjunction with
each other in the ordinary course of business, one of which is a principal supply;

* Also the key factors in GST is ease of availing input tax credit and therefore it is necessary to
understand definition of Input Tax, input, Input Service and Capital Goods to under Input
Tax

e As per Section 2(62) of CGST Law, ‘input tax’ in relation to a registered person, means the
central tax, State tax, integrated tax or Union territory tax charged on any supply of goods
or services or both made to him and includes— (a) the integrated goods and services tax
charged on import of goods; (b) the tax payable under the provisions of sub-sections (3)
and (4) of section 9; (c) the tax payable under the provisions of sub-sections (3) and (4) of
section 5 of the Integrated Goods and Services Tax Act; (d) the tax payable under the
provisions of sub-sections (3) and (4) of section 9 of the respective State Goods and
Services Tax Act; or (e) the tax payable under the provisions of sub-sections (3) and (4) of
section 7 of the Union Territory Goods and Services Tax Act, but does not include the tax
paid under the composition levy;

[So it covers all the tax paid under CGST Act, IGST Act, SGST Act, UTGST Act and Tax

Payable on reverse charge basis under CGST, IGST, UTGST or SGST Act]

Input As per Section 2(59) of CGST Law, ‘input’ means any goods other than capital goods used

or intended to be used by a supplier in the course or furtherance of business;

® Input Service As per Section 2(60) of CGST Law, ‘input service’ means any service used or
intended to be used by a supplier in the course or furtherance of business;

e (apital Goods As per Section 2(19) of CGST Law, ‘capital goods’ means goods, the value of
which is capitalised in the books of account of the person claiming the input tax credit and
which are used or intended to be used in the course or furtherance of business; The rates are
expected to be in the range of rates prescribed for the purpose i.e. 0%, 5%, 12%, 18% and
28%. Apart from tax, maximum Cess up to 12% can be imposed on certain specified
luxuries and Sin Goods. So, on removal of exemption and present abatements, GST will
increase the tax amount but at the same time because availability of all input credit
seamlessly and on existence of Anti Profiteering Measure, taxable value of service may be

reduced and benefit of the same shall have be passed on to the consumers. In case of
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Business to Business (B2B) transactions, credit of the said tax paid shall be available to
business units if these services are used in the course or for furtherance of business.

Taxability in Proposed Tax Structure (Place of Supply generally & Applicable Taxes)

1. Particulars Place of Supply Applicable Taxes Input tax Credit Allowed for :-

2. Room Rental Location of Hotel, Guest House, Club, Resort, boat, vessel CGST & SGST
Inputs, equipments, furniture, consumables etc.

3. Restaurant Services Location of Restaurant CGST & SGST Inputs, equipments, furniture,
crockery, consumables etc.

4. Exhibition Services/Entertainment Parks & Sports Activity/Entry Fees to Monuments and
Public Place. Location of Exhibition, celebration or similar events CGST & SGST Inputs,
equipments, furniture, crockery, consumables, Structures used for setting up exhibitions,
etc.

5. Rent a Cab Services / Air Tickets/Train Tickets/Cruise & Ship Services/State Transport
Service. Location of Service Recipient if recipient is registered CGST & SGST  (If
location of supplier and place of supply are in same state or union territory). IGST (If
location of supplier and place of supply are in different states or Union territories)
Aircrafts, Vehicles, Train, Inputs and Consumables used for providing services, lubricants
etc.

6. If services provided to unregistered person, place of where passenger embarks on the
conveyance is place of supply Services on Board of Aircraft/Train/Ship/Motor Vehicle
,Location of a the first scheduled point of departure of that conveyance for the journey .
eg.Inputs, equipments, furniture, consumables etc

7. Money changing Services/Visa Service/Tour Operator Location of Service Recipient eg. Input

Services consumed and goods like office equipment, furniture, computers etc.

GST impact States Revenue

Service related to immovable Property Since under GST the place of supply is shifted to
the place where immovable property is situated or in case of Hotels, Restaurant & Monuments for
sightseeing, it will increase revenue of such states where immovable property is located. Currently
on such income, States charge local Luxury Tax on hotel stay or VAT on foods supplied which
revenue goes to State Government and Union Government gets revenue from Service Tax on such
services. Because of GST, the States having maximum tourist places, hotels o be equivalent to

CGST. So, if the rates come to 9% each (i.e. 9% CGST & 9% SGST) than also their total revenue
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shall substantially increase. As per the Ministry of Tourism record top 5 states with highest local
and foreign tourist footfall is Tamil Nadu, Uttar Pradesh, Maharashtra, Delhi & Rajasthan. So,
these states’ revenue shall increase.

Service Related to Passenger Transportation Also in case of Passenger travelling, the state
with the maximum outbound journey shall earn the highest revenue so the station or the port
having highest outbound flights, train journey or local cab journey shall earn substantial revenue.
In Pre-GST regime, they were not having any share on such income since only service tax was
applicable on these transactions and it was charged by centre and entire revenue was collected by
the centre only. Now in GST regime since states will also get 50% share of total tax charged along
with the centre, it will substantially increase the revenue of the states. So, states like Maharashtra,

Delhi, Rajasthan, Karnataka shall be the most beneficiary among all the states.

Conclusion: -

Companies specializing in food and beverages operations could be the biggest beneficiaries
of GST within the hospitality sector. Food and beverages bills have multiple components and can
inflate the bills by 40-45%. So we would expect GST to result in savings of 10-15% on the overall
bill. The lacuna in the present regime of indirect taxation in India demands for the breakthrough in
this field for facilitating the ease of doing business effectively and efficiently. Hopefully, GST is
going to be an efficient and harmonized consumption or destination based tax system and will
remove the problems faced by the sector leading to cost optimization and free flow of transactions.
GST is glimmer of hope for the Hotel and Tourism Industry if we can keep the GST rate between
10 to 15%. GST might herald with its uniformity of tax rates, a better utilization of input credit
which in turn benefits the end user in terms of affordability. Our country which stills reigns high
on tourism even though the tourism industry is not as economical as its neighboring countries are,
can possibly attract more tourists, by passing of the GST law, which then will indirectly amount to
more revenues generated for the government.
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Abstract

GST will replace a number of central and state taxes. Though the effect of GST-induced disruptions
can't be ignored in the near-term, the Indian textile industry is poised to grow from the long-term benefits
that the new legislation offers. Analyzed the probable impact of the new tax laws and the rates announced
at different levels of the value chain to understand how things may pan out for the labour-intensive sector.
It will definitely affect the companies that cater mainly to the Indian markets. However, the impact of GST
on the textile sector will be quite significant. GST will fundamentally change the way the textile sector is
presently taxed in India. Taxation of textile sector is presently opaque and non-neutral across its various

segments.

Key Words- GST Rates, Tax Rate Comparison, Textiles business hit by GST protests, Textile industry

cheers lowering of GST rate on job work, and Impact on textile industry,

Introduction:

On the whole, the textile sector is lightly taxed and extensively subsidized. Textile exports
are supported through payments of un-rebated taxes on textile inputs and other subsidies. So the
current impact of GST on textile industry is negative, considering the fact that it is the second
largest textile industry in the world after China.

With GST rollout scheduled to commence on July 1, India's textile sector is racing against
time to align itself with the new indirect tax regime. While the near-term disruptions could take a
potential toll on the financial performance of most players, the textile industry as a whole is poised
to grow as organized units gain market share back from their unorganized counterparts that
currently constitute nearly 60-70 percent of the industry size.

It is analyzed the probable impact of the new tax laws and the rates announced at different
levels of the value chain to understand how things may pan out for the labour-intensive sector.

GST will essentially affect companies that cater mainly to the Indian markets. The export-
oriented entities would not face headwinds since the input taxes paid by them on the exported
output would be refundable in entirety. Comprehensive documentation and streamlining of input

claims will only make things considerably easier than before.
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Classification of Indian Textile Industry:

The textile industry can be broadly classified into two categories, the organized mill sector
and the unorganized decentralized sector. The organized sector of the textile industry represents
the mills. It could be a spinning mill or a composite mill. Composite mill is one where the
spinning, weaving and processing facilities are carried out under one roof. The decentralized sector
is engaged mainly in the weaving activity, which makes it heavily dependent on the organized

sector for their yarn, Silk, Jute, Cotton and Khadi are the major areas in Handloom sector

GST Rates:

Fiber Type Raw Yarn | Yarn | Garm | Garm | Carp | Tec | Made | Made
Materi | (Spin | (Wea | ents ents ets & | hnic | UPS UPS
al ning) | ving) | up to | above | Towe | al up to | above

Rs.10 | Rs.10 |Is Text | Rs.10 | Rs.10
00 00 iles | 00 00

Cotton 5% 5% 5% 5% 12% 12% | 12% | 5% 12%

Synthetic 18% 18% | 5% 5% 12% 12% | 12% | 5% 12%

Silk/Jute 0% 5% 5% 5% 12% 12% | 12% | 5% 12%

Wool- Standard | 0% 5% 5% 5% 12% 12% | 12% | 5% 12%

Wool- Carded/ 5% 5% 5% 5% 12% 12% | 12% | 5% 12%

Combed

Other Natural 5% 5% 5% 5% 12% 12% | 12% | 5% 12%

Fibers

Source- Ministry of Textiles

From the rates perspective, barring man-made fibres, the new legislation appears to be in-
line with the present tax scenario. This, coupled with easier and faster inter-state movement of
goods (buoyed by simplified regulations), is likely to be beneficial for India’s regionally-diverse
textile industry as a whole in the long run.

The positive impact of GST will be largely felt by companies engaged in manufacturing
and/or dealing with fibre and yarn components, since the presence of unorganized units is
relatively large compared to the fabric and garment units (where competition is comparatively less
and barriers to entry are high due to greater requirement of funds as well as technical know-how).

In the short-run, however, inventory clearance and an impact on margins is a common

theme that runs through the value chain.
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Tax Rate Comparison for Fabrics (Includes Cumulative Taxes From Fibre Procurement To

Fabric Manufacturing)

Particulars Current Effective Tax Rate-( VAT+ Excise Duty + GST Rate
Central Sales Tax)

Cotton 5-7% 5%

Synthetic 11-14% 13-14%

Blended 11-14% 13-14%

Wool 8-10% 5%

Silk 8-10% 5%

Source- Ministry of Textile

As seen in the table above, on aggregation of all taxes involved till the fabric
manufacturing stage (including the partial input credit set-offs, wherever applicable), GST rates
seem more or less in line with the existing indirect tax structure in case of cotton and synthetic
fabrics, implying that the new law is unlikely to have any material consequence on these fronts.
For businesses involved in manufacturing woolen and silk fabrics, the announced rates come
across as a positive sign.

Tax Rate Comparison for Garments

Particulars Current Effective Indirect Tax Rate GST Rate
(VAT + Excise Duty +Central Sales
Tax)
Cotton Less than RS. 1000/- 7-8 % 5 %
Cotton More than RS. 1000/- 8-9 % 12 %
Synthetic and blended- 8-10 % 5%
Less than RS. 1000/- 9-11 % 12 %
More than RS. 1000/-

Source- Ministry of Textiles

Prima facie, though the GST rates on garments costing more than Rs 1,000 may result in a
price rise and seem marginally negative for the garment manufacturers, tailwinds in the consumer
dicretionary spending pan-India will make it easier for these players to pass on the tax increase to
the final buyers.

The shift from unorganized to organize is the biggest long-term benefit from GST,
notwithstanding the short-term inventory adjustment pangs. The only sub-segment that, prima
facie, seems to be adversely impacted is the man-made textiles space, where tax rates have been
hiked on man-made fibre and yarn under GST. Increasing use and popularity of synthetic textiles

domestically and globally, backed by recent progression and growing competitiveness of India’s
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organized units in comparison to the Chinese players in international markets, is one of the key
reasons that warrant some attention towards getting this issue addressed.

Textiles business hit by GST

protests:

Protests and strikes over the Goods and Services Tax (GST) by small manufacturers and
traders have adversely affected the industry.

The Indian textiles business has come to a virtual standstill in many parts of the country,
following protests and strikes by small manufacturers and traders over various aspects of the
recently-introduced Goods and Services Tax (GST) that are showing no signs of abating.

From Surat to Erode and from Amritsar to Ichalkaranji, the protests have been widespread
and brought manufacturing in these towns almost to a halt.

“The 5 per cent GST on cloth is not acceptable to anyone who is in the textile business. To
raise our voice against this tax, all textile markets in the city will go on indefinite strike from
tomorrow, as traders will refrain from any kind of transaction,” a joint statement released by the
three associations on Sunday said.

According to them, the GST is being levied at 5-18 per cent at all stages of textile
production by considering the dyeing, bleaching, colouring and stitching involved in turning yarn
into fabric as separate segments. As a result, the taxes would work out to 23 per cent on an
average. This would result in a sharp increase in both material and production costs, and would
adversely affect all small and medium players in the textiles industry.

Elsewhere in the state, power looms, and dyeing, packing and processing units across the
textile towns of Karur, Namakkal, Tiruppur, Palladam, Somanur and Coimbatore have been

protesting the imposition of GST on various stages of textile manufacturing.
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In a related development, the Indian Texpreneurs Federation (ITF) has again urged the
government to reduce the GST on man-made fibres (MMF) yarn from 18 per cent to 12 per cent.
The current GST rate on MMF yarn will lead to increase in fabric costs, inability of weavers to
compete, and subsequently de-growth. It will also not allow a weaver to take input tax credit
(ITC). Reducing the GST on MMF yarn to 12 per cent will result in a 100 per cent efficient MMF
value chain that would be capable of competing against other fibres. Weavers will also be able to
claim ITC on yarn if the GST is brought down.

The federation has also urged the government to reconsider GST on job work after fabric
on apparel of 18 per cent as it truncates the ITC chain, considering that the GST will make weavers
unable to utilize full ITC. It will also increase input cost as there's no big ITC for job workers. By
reducing the job work on apparel to 5 per cent, weavers can achieve real cascading benefits by

availing full ITC on garments and receive working capital benefits for job working units.

Textile industry cheers lowering of GST rate on job work:
This 5 per cent rate will be applicable for job works in apparel, shawls and carpets

The Confederation of Indian Textile Industry (CITI) welcomes the GST Council's move to
slash the rate on job work like weaving, cutting, knitting and embroidery to 5 per cent from 18 per
cent decided earlier.

The GST Council, headed by Finance Minister Arun Jaitley comprising representatives
from all states, last week decided to tax all job works in the textile sector at 5 per cent.

This 5 per cent rate will be applicable for job works in apparel, shawls and carpets.

In a statement, CITI Vice Chairman Sanjay K Jain described it as a big breather to small
job work manufacturers in all segments of textile value chain which will allow the free flow of
business across the value chain.

"A common rate across the chain would also avoid confusion. All textile job works being
manufacturing activities were exempted from service tax in pre-GST regime. But job workers
could not avail input tax credit that had been increasing the cost of the products and affecting the
export competitiveness and also the domestic consumers," Jain said.

He said the 5 per cent GST rate on job works would enable the industry to claim full input
credit and also avoid any inverted duty and strengthen the global competitiveness of the textile
sector apart from benefiting the domestic consumers.

However, Jain said the reduction of GST rate for manmade fibre and synthetics from 18 to

12 per cent being postponed are disappointing.
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He claimed that imports are now cheaper than domestic products as the countervailing duty
(CVD) and special additional duty (SAD) on imports have become Integrated GST.

"Earlier the additional duties, namely, CVD & SAD were a protection against imports.
Hence, industry would need some safeguard measures to ensure the Make in India initiative does
not wash away in the avalanche of imports (which have post GST become 12 to 16 per cent
cheaper).

"We have apprehensions that Indian market would get flooded with imports from China,
Bangladesh and Sri Lanka, which would end up in huge job losses," Jain said.

He urged to the government and GST Council to accommodate the textile industry's
demand of 12 per cent GST rate on MMF and synthetic yarn or refund of duty under inverted duty

incidence at fabric stage as prescribed in GST Act.

GST: Impact on textile industry:
In CNBC-TV18's special series 'Hello GST', today's pick is textile industry, which has
enjoyed tax-exemption for all these years.
The politics of Goods and Services Tax (GST) Bill may take some more time to sort out,
but its basic impact on various industries can be analysed beforehand.
The natural fibers and cotton are not taxed but because there are duties at the petrochemical
level, synthetic ones are taxed, says V Lakshmikumaran, Managing Partner, Lakshmikumaran and
Sridharan. However, with the implementation of the much-awaited bill, an input credit will lead to
lowered input costs and reduced prices of the finished synthetic textile at the consumer level.
On the contrary, for the natural fibers which are tax-exempt, GST will be an extra cost to
the companies and the consumers.
Meanwhile, introduction of this duty will boost Indian textile exports to a great extent easing
the prices and making this industry internationally competitive, says Lakshmikumaran.
Hence, integrated companies should see this as an opportunity, as the advent of GST will
spur the textile sector with major capital investments bringing the cost of capital goods down, he

adds.

Conclusion:

Textile Industry contributes around 4% of GDP, 9% of excise collections, 18% of
employment in industrial sector, and has 16 % share in the country’s export. India is the largest
exporter of yarn in the international market and has a share of 25% in world cotton yarn export

market. India contributes for 12% of the world’s production of textile fibers and yarn. The overall
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impact of GST on the textile industry and consumers will depend on how the available policy
options are exercised in implementing GST in relation to textiles and make necessary changes in it

as per requirement to boost this industry.
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e ———

GST It is a destination based tax on consumption of goods and services. It is proposed to
be levied at all stages right from manufacture up to final consumption with credit of taxes paid at
previous stages available as setoff. In a nutshell, only value addition will be taxed and burden of
tax is to be borne by the final consumer.
The introduction of Goods and Services Tax on 1% of July 2017 was a very significant step in the
field of indirect tax reforms in India. By amalgamating a large number of Central and State taxes
into a single tax, the aim was to mitigate cascading or double taxation in a major way and pave the
way for a common national market. From the consumer point of view, the biggest advantage
would be in terms of a reduction in the overall tax burden on goods, which was estimated to be
around 25%-30%. Introduction of GST would also make Indian products competitive in the
domestic and international markets. Studies show that this would have a positive impact on
economic growth. Last but not the least, this tax, because of its transparent and self- policing
character, would be easier to administer.
Composition Levy

Composition Levy under the GST law is applicable for small enterprises. The GST law has
many compliance provisions which are burdens to the small traders, to reduce such burdens an
option has been provided to these traders to pay a fixed percentage of turnover as fees in lieu of
tax and be relieved from the detailed compliance of the provisions of law.
Composition levy would be generally opted by persons who are supplying goods & services or

both to the end consumer.

Conditions for registering under Composition Scheme under GST

The person exercising the option to pay tax under section Composition Scheme section 10 shall
comply with the following conditions:

(a) He is neither a casual taxable person nor a non-resident taxable person;

(b) the goods held in stock by him on the appointed day have not been purchased in the course of

inter-State trade or commerce or imported from a place outside India or received from his
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branch situated outside the State or from his agent or principal outside the State, where the
option is exercised under sub-rule (1) of rule 1;

(c) The goods held in stock by him have not been purchased from an unregistered supplier and
where purchased, he pays the tax under sub-section (4) of section 9;

(d) He shall pay tax under sub-section (3) or sub-section (4) of section 9 on inward supply of
goods or services or both; (e) he was not engaged in the manufacture of goods as notified
under clause

(e) Of subsection (2) of section 10, during the preceding financial year;

(f) He shall mention the words ‘“composition taxable person, not eligible to collect tax on
supplies” at the top of the bill of supply issued by him; and

(g) He shall mention the words ‘“composition taxable person” on every notice or signboard
displayed at a prominent place at his principal place of business and at every additional
place or places of business. The registered person paying tax under section 10 may not file
a fresh intimation every year and he may continue to pay tax under the said section subject

to the provisions of the Act and these rules.

Procedure for registering under Composition Levy /Scheme

A trader who wants to register his business under a composition scheme has to file GST
CMP-02 with the government by logging on online in GST portal of India
At the start of every financial year the dealer has to intimate the government about opting

composition scheme or not.

GST rates for a composition dealer

Business type CGST SGST TOTAL
Traders and manufacturers of goods 0.5% 0.5% 1%
Restaurant (not serving alcohol) 2.5% 2.5% 5%

Service providers are not eligible for registering under a composition scheme.

Returns

The dealer under a composition scheme has to file a quarterly return GSTR 4 up to date 18
immediately preceding quarter.

He has to file annual return GSTR 9A till December 31 of next financial year.

The dealer under this scheme need not to maintain records as it is required in regular GST.
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Advantages of composition Levy
e Simplifies compliances and makes easy for the businessman to pay tax. there is no need to
concise purchase invoice .businessman has to pay fixed rate of tax on turnover/sales
e There Minimum tax liability on the businessman as there are nominal tax bindings on the
traders.
e There is Increase in liquidity and cash flow of the enterprise as there is no need to pay
output tax at standard rates as the regular enterprise has to pay. which leads to increase in

working capital

Disadvantages of composition Levy

e There is limited market for the traders under composition scheme as he cannot make
interstate buying or selling of goods.

e The traders under composition levy cannot get input tax credit and cannot pass input tax
credit to the buyer. The regular trader will not purchase goods from the dealer under
composition levy as he will not get input tax credit.

¢ The dealer under a composition levy cannot issue tax invoice.

e E-commerce business is excluded from the Composition Levy.

e There are huge penalties to a trader if do not follow the compliances or pay the correct tax.

Conclusion
The composition levy scheme is good only for small enterprises. The business firms which
like to expand the business overall the country should register under regular GST and not the

Composition Levy
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Abstract:

The GST Council has approved the rates of taxes on goods and services in its 14" Council met held
on May 18, 2017. GST is a value added tax imposed only on the value added at each stage in the supply
chain. GST has brought historical change in the indirect tax regime of India. GST is a single tax on all
goods and services in the entire economy. It is a tax trigger which will certainly lead to transformation for
the industry. The business organizations will have to work on bottlenecks of production cost, supply chain,
compliance, logistics etc. In this paper an attempt has been made to examine the major features of GST and

its impact on certain prominent sectors of Indian Economy.
Key words: GST, GDP, Indian Economy.

Introduction:

The One Hundred and First Amendment of the Constitution of India, officially known as
The Constitution (One Hundred and First Amendment) Act, 2016, introduced a national Goods and
Services Tax in India from 1 April 2017. The GST is a Value added Tax (VAT) and is proposed to
be a comprehensive indirect tax levy on manufacture, sale and consumption of goods as well as
services at the national level. The Goods and Services Tax is meant to be a unified indirect tax
across the country on products and services. In the current system in India, tax is levied at each
stage separately, by the Centre and the State, at varying rates, on the full value of the goods. But
under the Goods and Services Tax system that is set to be introduced, tax will be levied only on the
value added at each stage. It is a single tax (collected at multiple points) with a full set-off for taxes
paid earlier in the value chain. Thus, the final consumer will bear only the GST charged by the last
dealer in the supply chain with set-off benefits at all the previous stages. More than 150 countries
have introduced GST. It has been a part of tax system in Europe for the past 50 years. It is a
preferred indirect tax in Asia Pacific region as well.

In India direct and indirect taxes prevail. Indirect tax is a type of tax where the incidence

and impact of taxation does not fall on the same entity. In the case of indirect tax, the burden of tax
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can be shifted by the taxpayer to someone else. Indirect tax has the effect to raising the price of the
products on which they are imposed. Customs duty, central excise, service tax and value added tax
are examples of indirect tax. The Indian indirect tax regime is characterized by multiple taxes, such
as excise duty, Customs duty, VAT, Central sales tax, service tax. It also includes local levies,
such as octroi and entry tax. Historically, none of these taxes were creditable against one another.
A part of the Customs duty and excise were creditable. Recently, service tax has also been brought
into the creditable category. However, VAT, Central sales tax and octroi were entirely non-
creditable taxes. In India certain taxes are levied by the Central Government and some are levied
by the State Governments. The distribution of power to levy these taxes is clear and unambiguous.
As a result, over the period, the Central and the State Governments are rigorously trying to expand
their respective tax regime. However with the increase of international trade in services, the GST
has become a preferred global standard. All OECD countries, except the US, follow this taxation
structure. The proposed framework In India, the unified tax will take the form of a “dual” GST, to
be levied concurrently by both the Centre and States. The unified tax will comprise of a Central
GST and a State GST, which will be levied, legislated and administered by the respective levels of
government. The words “levy, legislate and administer” are significant, since the Centre and the
state will legislate the respective GST Acts and both will have power to administer the taxes.

The GST is going to affect all sectors of the Indian economy. Irrespective of the size of the
business organization, small or big everyone will have to be well equipped to adapt to GST
environment. Henceforth there will not be any distinction between manufacturing or service
industry under GST umbrella. The Indian economy is expected to expand at its slowest pace in the
last four years. India’s GDP growth seen decelerating to 6.5 % in 2017-18 from 7.1 % in 2016 —
17. This will be the lowest growth rate under the BJP led National Democratic Alliance.
demonetization. The paper attempts to study the impact of implementation of GST on Indian

economy with reference to specific sectors.

Research methodology:

The research paper is based on extensive study of available secondary data. The researcher
has used exploratory research technique. The study is based on review of literature available in
respective journals, annual reports, newspapers and magazines, research papers published by

eminent research scholars.

Objectives:
1. To study GST framework.
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2. To study impact of GST after its implementation on Indian economy.
Review of Literature:

According to the views expressed by Shphali Dani, GST will simplify existing tax stem and
will help to remove inefficiencies created by the existing heterogeneous taxation system. However
it needs a clear consensus over issues of threshold limits, revenue date and inclusion of petroleum
products, electricity and real estate. Madhukar Hiregange, C.A., in his speech on “GST: Overview
of Model GST Law” emphasized increased reliance on professional standards. He further
questions whether Indian tax laws follow standards acceptable across the world. To increase
competitiveness and to be a leader in the world economy implementation of GST is a
commendable step. In the opinion of Dr. Atul Bansal (2017), GST is the most logical step towards
the comprehensive indirect tax reform in India since independence. Under GST the taxation
burden will be divided equally between manufacturing and services, through a lower tax rate by
increasing the tax base and minimizing exemptions. Finance Minister Arun Jaitley while
addressing the country said that while India aspires to evolve from a developing country to a
developed nation and an economy that is making an impact globally with fastest growth rate,” we
are substantially in terms of taxation, a non — compliant society”. So, GSt will be a revolutionary
step in the field of indirect taxation reform in India. According to Dr.Atul Bansal, under GST, the
taxation burden will be divided equally between manufacturing and services, through a lower tax
rate by increasing the tax base and minimizing competition. According to Lourdunathan F. (2017)
GST will provide relief to producers and consumers by providing wide and comprehensive
coverage of input tax credit set off, service tax set off and subsuming the several taxes. Efficient
formulation of GST will lead to resource and revenue growth for both center and states majorly
through widening of the tax base and improvement in tax compliance. Arpit Shailesh and Dr.
Taruna (2016) studied that overall GST is helpful for the development of Indian economy. At the
same time it will be very much helpful in improving the GDP of the country more than 2%.
According to eminent Indian economists, Abhijit Banerjee and Amartya Sen, it was expected that
it will be helpful in increasing production and the purchasing power of buy which the GDP will
increase by 1% to 3%. However, the statistical data available from Central statistical office show
that India’s GDP growth is decelerating to 6.5% in 2018 as compared to 7.1% in 2017. In the
opinion of T.C.A. Anant, Chief statistician of India, lower GDP growth will affect the fiscal deficit
target for 2017-18 from 3.24% of GDP estimated in the budget to 3.29%. In an interview with

economic times Mr. Ashok Lavasa, the revenue secretary said, “If we carefully analyzed the trends
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in the global economy, of which India is a part, the growth rate peaked in 2016-17. It is not that the
decisions taken in India contributed to it. It’s a global trend. By end of 2016, when the certainty
about GST came to be known, a lot of de-shocking took place in the first quarter and that also

contributed to slowdown.”

Impact of GST on Different Sectors:

Under GST regime, it was expected that there will be one tax rate for all which will create a
unified market in terms of tax implementation and the transaction of goods and services will be
seamless across the world. GST is likely to improve tax collections and boost India’s economic
development by breaking tax barriers between states and integrating India through a uniform tax
rate. In practice, the ‘One Nation One Tax’ slogan seems to be questionable. The government has
introduced GST with four tax slabs viz. 5%, 12%, 18% and 28%. The goods and services are
categorized as essential commodities, some of which are exempted, and some are taxed at a lowest
tax rate of 5%. The luxurious commodities are brought under the tax rate of 28%. On the other
hand the unorganized sector is also brought under GST regime so as to widen tax base. Increase in
tax collection will certainly increase tax to GDP ratio. It will certainly help the government to
boost capital expenditure. As it is rightly said by Mr. Ashok Lavsa, India is moving from
developing country to a middle income and developed country, there should be a greater
formalization of the economy. In this process of being formalized economy, the greater emphasis

has to be on greater tax compliance.

Agricultural Sector:

Agriculture sector is the largest employer in India’s economy but contributes to a declining
share of its GDP (17% in 2019-14). India ranks second worldwide in farm output. As per model
GST Act, “agriculture” includes floriculture, horticulture, sericulture, the raising of crops, grass or
garden produce and also grazing, but does not include dairy farming, poultry farming,
stockbreeding, the mere cutting of wood or grass, gathering of fruit, raising of man-made forest or
rearing of seedlings or plants. GST will affect the cost of cultivation as certain agricultural inputs
attract higher taxes and certain attract less after implementation of GST. GST will facilitate the
easy and seamless transportation of agricultural commodities across the state borders with higher
efficiency and also eliminate some of the transportation inefficiencies by reducing the transit time
between source and destination. Hence, GST will facilitate the functioning of e-NAM. GST would
have implications for tractor accessories and parts as many parts and accessories have been placed

under 18 and 28 percent taxation slabs under GST. Hence the cost of repair and maintenance of
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tractor and other agricultural implements would be inflated in GST regime. Fertilizer industry is

also going to be affected as GST is imposed on branded fertilizers..

Food Sector:

Food includes grains cereals, meat, fish and poultry, milk and dairy products, fruits and
vegetables, candy and confectionary, snacks, prepared meals for home consumption, restaurant
meals and beverages. For most of the primary farm produce the GST rate is zero. The rates on
fruit and vegetable juices, jam, sauces, purees, mixes, concentrates and a host of processed foods
have been set at 12 to 18%. Taking into consideration food consumed by the poor, food grain and
milk have been exempted from taxes. Cereals will be taxed at 5%. As per new GST law,
exemption is given on unprocessed food. So it is expected to lead to inflammatory prices of
processed food which is going to affect the consumers, especially those living below the poverty

line.

FMCG Sector:

Increasing household income, increased percentage of young generation and awareness of
branded products have boosted FMCG sector. Items of mass consumption like toothpaste, soaps,
hair oil etc. have been put under the 18% tax slab. Nearly 81% of all items are in the 18% tax
bracket or below. With this rural population may also tend to shift from unbranded products to
branded products. The remaining 19% fall in the 28% tax slab. Higher tax rate in paints, baby
food, detergents and shampoo is a real dampener since these are daily-use, mass consumption
items. Most of the items belonging to the premium category have been put under the highest tax
slab of 28%. These include health supplements, skin care, aerated drinks, and liquid soap, among
other goods. But this is not going to have a particularly negative impact on manufacturers as they
had been paying similar taxes earlier. Currently, FMCG companies pay nearly 24-25% including
excise duty, VAT and entry tax and a lower rate of 18% will yield significant reduction in taxes.
These companies could generate substantial savings in logistics and distribution costs as the need

for multiple sales depots will be eliminated.

Housing and Real Estate Sector:

Housing and real sector is the second largest employer in India after agriculture. Its market
share is expected to grow at a CAGR of 11.2% by 2020. Real estate sector is also overburdened by
multiple taxes. Currently, 12% GST is imposed on completed construction projects. Developers

will get input tax credit for the materials they purchase for civil construction purposes. Abatement
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on service tax which was earlier available is removed in GST tax regime. Stamp duty will continue
under GST. Under works contracts also supply of goods and services will be treated equally. The
builders will definitely pass the reduction in tax liability to customers. The affordable housing is

exempted from GST tax regime.

Banking Sector:

Banks are the backbone of economy. In India service tax was imposed on banking sector @
15%. Under GST regime it has been increased to 18% which will definitely result in banking
services becoming costlier. All services like credit card payment, levying interest on loan, fund
transfer; ATM transactions are chargeable under GST. However interest on fixed deposit receipts,
bank account deposits are still exempted under GST. As GST is a destination tax, sometimes it
might become difficult to determine whether it is CGST or IGST. Secondly, on one hand the
government is encouraging the common man to open and operate bank accounts and promoting
cashless economy. On the other hand banking services have become costlier.

Limitations:

The research paper shows just a bird’s eye view. GST is so vast that it is hardly possible to
cover all sectors of Indian economy and the impact of GST on these sectors. Moreover, GST is
recently introduced. It is settling down in the economy. It will take some time to study the exact
impact of GST on the Indian economy.

Conclusion:

Introduction of GST happens to be a significant step in the overall reform of indirect
taxation in India. Easier administration and enforcement will lead to elimination of cascading
effect. Due to complexities involved like negotiations between 29 states, 2 Union territories with
legislatures and the Central Government, it took considerable time to finalize the structure and
operational aspects of the tax. But after its implementation it has received a welcoming approach
from various sectors of the economy. GST is expected to create a single unified Indian market to
make the economy stronger. GST is set to integrate state economies and boost overall growth.
Petroleum products, electricity, liquor are kept out of the purview of GST. There are certain
loopholes in the system. However, overall GST appears to be beneficial for the Indian Economy as
a whole. The transparent tax structure will ease the process of tax collection which will ultimately
result in minimizing tax evasion. The GST tax reforms would impact national economy,
international trade, firms and consumers. As rightly put up by the finance minister Arun Jaitley

‘The introduction of the Goods and Service Tax has provided a significant opportunity to improve
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growth momentum by reducing barriers to trade, business and related economic activities’. The
IMF recently predicted that India would grow 7.4% in 2018-19. The actual picture will be clearer

in the days to come.
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Abstract

The introduction of Goods and Services Tax on 1st of July 2017 was a very significant step in the
field of indirect tax reforms in India. By amalgamating a large number of Central and State taxes into a
single tax, the aim were to double taxation in a major way for a common national market. From the
consumer point of view, the biggest advantage would be in terms of a reduction in the overall tax burden on
goods, which was estimated to be around 25%-30%. Introduction of GST would also make Indian products
competitive in the domestic and international markets. In this paper Researcher Studies the current status

and overview of GST and also knows the classification and implementation status of various countries.

Key Words: GST, CGST, SGST, IGST

Introduction

The idea of moving towards the GST was first mooted by the Union Finance Minister in
his Budget for 2006-07. Initially, it was proposed that GST would be introduced from 1stApril,
2010. But actually the Goods and service tax introduced from 1* July 2017 it was very significant
step in the indirect reforms in India. By amalgamating a large number of Central and State taxes
into a single tax, the aim was to mitigate cascading or double taxation in a major way and pave the
way for a common national market. From the consumer point of view, the biggest advantage
would be in terms of a reduction in the overall tax burden on goods, which was estimated to be
around 25%-30%. Introduction of GST would also make Indian products competitive in the
domestic and international markets. In this paper Researcher Studies the current status and
overview of GST and also knows the classification and implementation status of various countries.
As per caclubin revenue report One crore taxpayers have been registered under GST so far till 24th
January, 2018 of which 17.11 lakh are Composition Dealers The total revenue received under
GST for the month of December 2017(received in December/January up to 24th January) has been

Rs. 86,703 crore. In this paper resercher studied overview and implementation status of GST.

Importance of GST
Goods and services tax is the biggest indirect tax reform in india. GST is a single tax on the
supply of goods and services. It is a destination based tax. GST will subsume central excise law,

service law, VAT and octroi etc. GST is expected to bring together state economies and improve
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overall economic growth of the nation. GST is a comprehensive indirect tax levy on manufacture,
sale and consumption of goods as well as services at the national level. It replaces all indirect taxes
levied on goods and services by states and Central. There are around 160 countries in the world
that have GST in place. GST is a destination based taxed where the tax is collected by the State
where goods are consumed. In India implemented the GST from July 1, 2017 and it has adopted

the Dual GST model in which both States and Central levies tax on Goods or Services or both.

Objective of the Study
1. To take overview of GST.

2. To know the GST implementation status.

Methodology of the Study
Current study is purely depend on secondary data the researcher has been collected
information for the study from government websites, Research Journals, Newspaper, GST council

websites, Books Various reports published on websites

Features of GST

The salient features of GST are as under:

(1) GST would be applicable on “supply” of goods or services as against the present concept of tax
on the manufacture of goods or on sale of goods or on provision of services.

(i1) GST would be based on the principle of destination based consumption taxation as against the
present principle of origin based taxation.

(i11) It would be a dual GST with the Centre and the States simultaneously levying it on a common
base. The GST to be levied by the Centre would be called Central GST (CGST) and that to
be levied by the States [including Union territories with legislature] would be called State
GST (SGST). Union territories without legislature would levy Union territory GST
(UTGST).

(iv) Import of goods would be treated as inter-State supplies and would be subject to IGST in
addition to the applicable customs duties.

(v) Import of services would be treated as inter-State supplies and would be subject to IGST.

(vi) CGST, SGST /UTGST& IGST would be levied at rates to be mutually agreed upon by the
Centre and the States under the aegis of the GSTC.

(vii) The list of exempted goods and services would be kept to a minimum and it would be
harmonized for the Centre and the States as well as across States as far as possible.

(viii) Exports would be zero-rated.
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(ix) Accounts would be settled periodically between the Centre and the State to ensure that the
credit of SGST used for payment of IGST is transferred by the originating State to the
Centre.

(x) Input Tax Credit (ITC) to be broad based by making it available in respect of taxes paid on any
supply of goods or services or both used or intended to be used in the course or furtherance

of business.

Benefits of GST

Some Authors & Experts have enlisted the benefits of GST as under:

* It would introduce two-tiered One-Country-One-Tax regime.

* It would subsume all indirect taxes at the center and the state level.

* It would not only widen the tax regime by covering goods and services but also make it
Transparent.

* It would free the manufacturing sector from cascading effect of taxes, thus by improve the cost-
competitiveness of goods and services.

* [t would bring down the prices of goods and services and thus by, increase consumption.

* [t would create business-friendly environment, thus by increase tax-GDP ratio.

Structure of GST
1. CGST (Central Goods and service Tax) :- It include Excise duty Tax, Service Tax, Cess etc.
2. SGST ( State Goods and service Tax ) :- It include Lottery, Betting, Gambling Tax,
Entertainment Tax, Purchase Tax, Octrio, LBT, Advertisement Tax, Luxuries Tax etc.
3. IGST (Integrated Goods and service Tax ) :- It include Central sales Tax and CVD & SAD etc.
Table No. 1 GST Rates classification for Goods in India

Exempt 5% 12% 18% 28% 28% + cess
Food grains | Coal, Suger Fruit juice Capital goods | Air Small cars
~ | conditioner
Cereals Tea & Coffee Vegetable Intermediaries (1-2%)
Juice o Refrigerator
Milk Drugs & Hair oil Luxury cars
Medicine Beverages
Joggery containing Soap (15%)
Edible oil milk
Common toothpaste
salt Indian seeets Bio gas fuel
Fertilizers

Source: economics times. India times /news/economy/policy.
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The above table shows classification of Goods rate in India the above table mentioned only
some Goods for various slabs.

Table No. 2 Service Rates classification in India

Exempt 5% 12%- 18% 28%
Education Goods transport | Works Cinema
o contract tickets
Healthcare Rail tickets(
) ) other than Business class | Betting
Residential ‘ sleeper class)
accommodation Air travel Gambling
Economy class Hotel/ lodge
Hotels/lodges air ticket Tele com. with tariff
o services above 5000
With tariff Cab aggregators
below 1000 Restaurant
services
Hotel/ lodges
with tariff
below 1000 to
5000

Table No. 3 Rate of GST implemented by various countries

Sr. No. Country Rate of GST
1 Australia 10%
2 France 19.6%
3 Canada 5% to 15%
4 Germany 19%
5 Japan 5%
6 Singapore 7%
7 Sweden 25%
8 Newzealand 15%
9 Switzerland 8%
10 Indonesia 10%
11 Southkorian 10%
12. UK 20%
13 Greece 24%
14. Argentina 27%
15 China 17%
16 India 5%,12%,18%,28%

Source: www. Centrik. In/blogs/list of GST rates
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The above tables indicate that’s rate of GST of various countries. As per statistics available
from centrik. in blogs Argentina and Sweden implemented highest GST rates and then india is
second largest GST rate in the leading countries in the world. Above statistics shows that india
adopted GST rates in five category. All around the world GST has the same concept some
countries adopted VAT for substitute of GST. Japan country shows that lower rate of GST.

Table No. 4 List of countries Continental wise Number of implementing GST/VAT

Sr. No. Continental Number

1 ASEAN 7

2 ASIA 19
3 EUROPE 53
4 OCEANIA 7

5 AFRICA 44
6 South Africa 11
7 Caribbean 19

Source: www.gst.costoms.gov.

The above table deficits that continental wise countries who implemented GST . In Europe
continental shows that higher number of countries who adopted GST, then Asean counties show
lower number for implementation of GST. Second largest continental for GST implemented is
Africa & then Asia & Caribbean.

Table No. 5 Number of Countries do not implemented GST/VAT

Sr. No. Continental Number of countries
1 Asean 3
2 Asia 14
3 Europ 2
4 Oceania 7
5 Africa 10
6 Caribbean 5

Source: www.gst.costoms.gov.
In Asia continental shows that 14 countries they do not implemented GST it is the highest
number compared to other continental. Asan continental only three countries are remaining for

implementation of GST. Then Africa is the second largest continental for implementing GST.

Findings & Observations

The Indian government categorized items in five major slabs 0%, 5%, 12%,18% & 28%.
India has selected Canadian model of GST. All around the world GST has the same concept some

countries have adopt VAT substitute for GST. No tax will be imposed on items like jute, fresh
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meat, fish chicken, eggs, milk, butter milk, curd, natural honey, fresh fruits and vegetables, flour,
besan, bread, prasad, salt, bindi. Sindoor, stamps, judicial papers, printed books, newspapers,
bangles, handloom, Bones and horn cores, bone grist, bone meal, etc. As per observation from gst
council meeting information on website the GST council has reduced Goods and services tax rates
time to time in 23" meeting 177 items has reduced tax rates and in 25" council meeting again
reduce or replace some items rate from 28% to 18% and some items cancelled from slabs. As per
caclubine new report Rs 86703 crore revenue collection from GST in December Total Revenue
Collections under GST for the month of December 2017 stand at Rs. 86,703 crore till 24th January
2018; One crore taxpayers have been registered under GST so far till 24th January, 2018 of which
17.11 lakh are Composition Dealers The total revenue received under GST for the month of
December 2017(received in December/January up to 24th January) has been Rs. 86,703 crore till
24th January 2018. One crore taxpayers have been registered under GST so far till 24th January,
2018 of which 17.11 lakh are Composition Dealers which are required to file returns every
quarter. 56.30 lakh GSTR 3B Returns have been filed for the month of December, 2017 till 24th
January, 2018. A total of 8.10 lakh returns were filed by the Composition Dealers paying a total of
Rs.335.86 crore as GST.
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Abstract

Goods and Services Tax (GST) is an indirect tax levied in India on the sale of goods and services.
Goods and services are divided into five tax slabs for collection of tax - 0%, 5%, 12%, 18% and
28%. Petroleum products and alcoholic drinks are taxed separately by the individual state governments.
There is a special rate of 0.25% on rough precious and semi-precious stones and 3% on gold. In addition
a cess of 22% or other rates on top of 28% GST applies on few items like aerated drinks, luxury cars and

tobacco products.

Introduction

The tax came into effect from July 1, 2017 through the implementation of one hundred and
first amendments by the Government of India. The tax replaced existing multiple cascading taxes
levied by the central and state governments. The tax rates, rules and regulations are governed by
the Goods and Services Tax Council which comprises finance ministers of centre and all the states.
GST simplified a slew of indirect taxes with a unified tax and is therefore expected to dramatically

reshape the country's 2 trillion dollar economy.

Research Methodology
The study is based on secondary Data .secondary data is collected from various websites

and research journals. Various books from the library are also referred for collecting data.

Impact of GST on real estate

GST in real estate is welcome move, however, lack of its effective implementation in true
essence and spirit as provided under the scheme of the GST Act, due to certain notifications
(which devise a new set of mechanism for calculations of GST liability completely overriding the
scheme as provided in the Parent Act) has left a huge financial impact deep inside the pockets of
real estate developers and the ultimate purchasers.
1. Broad legal position:
I. As per GST law:

1) GST is levied on supply of goods and/or services;
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i1) As per section 15 of CGST Act, The value of a supply of goods or services or both shall
be the transaction value, which is the price actually paid or payable for the said supply of goods or
services or both where the supplier and the recipient of the supply are not related and the price is

the sole consideration for the supply.

I1. Constitutional position:

1) The land is state subject and this is also clear from a perusal of Entry 5 of Schedule III of the
CGST Act which expressly excludes “sale of land” from the ambit of GST. This means that
GST is only on the supply of construction service (which includes both materials &
services).

i1) The Article 265 of the Constitution of India, specifically states that, “No tax shall be levied or

collected except by authority of law”

2. Implications of Notifications No. 8/2017-Integrated Tax (Rate) & 11/2017-Central Tax
(Rate) [say ~Notifications’]

As per notifications in case of supply of service involving transfer of property in land or
undivided share of land, as the case may be, the value of supply of service and goods portion in
such supply shall be equivalent to the total amount charged for such supply less the value of land
or undivided share of land, as the case may be, and the value of land or undivided share of land, as
the case may be, in such supply shall be deemed to be one third of the total amount charged for
such supply. For above purposes “total amount” means the sum total of (a) Consideration charged
for aforesaid service; and (b) amount charged for transfer of land or undivided share of land, as the

case may be.

3. Cumulative effect of the GST law and notifications:
Notifications provide method of valuation by way of deduction of 1/3 (being deemed land
value) of total consideration, which is contrary to section 15(1) of CGST Act since the same

provides the transaction value of supply of goods and/or services as the basis for calculation.

4. Blatant anomalies

1) Since the land is state subject and the circle rates for land are determined by the state
government after exercise of valuation and therefore such valuation should not at least be
contradicted and/or disputed by the Union Government, as the same would tantamount to
transgressing upon the federal structure of the Constitution of India. The limit may not be

transgressed even under a pretense or disguise of doing something that is permissible; such
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transgression may in substance and reality would be an attempt to achieve something that is
prohibited and tantamount to achieving desired result in an indirect and circuitous manner.

i1) The determination of value of land as fixed 1/3rd in all the cases throughout India
hypothetically in a mechanical manner without any basis, logic, scientific study, ground realities,
the nature of construction, the purpose for which it is used, its situation, its capacity for profitable
user and other relevant circumstances etc. is against the law and judicial pronouncements; As a
matter of fact the value of land varies from place to place even in same locality and by no means it
can be determined as the same (that is 1/3rd) throughout India; The value of land depends on
various factors including its usage (that is residential/ commercial), location, FAR permissible, etc.
This proposition of law had also been clearly established by the Hon’ble Delhi high court in the
case of “Amit Gupta V. GNCTD & Others” WP (C) 3591/2014;

a) Let us take an example: In Delhi, the Circle Rates of Lands in various Categories are
different and the highest being the “A’ Category priced at Rs. 7, 74,000/- Per Sq. Mtrs. And the
Lowest being "H’ Category priced at Rs. 23,280/- Per Sq. Mtrs. Based on these calculations, for a
plot of land of 1000 Sq. Mtrs. In A category, like Prithvi Raj Road, New Delhi, (say "PLOT A’)
price would be Rs. 77,40,00,000/- while that of H category like Aya Nagar Village (say "PLOT B’)
would be Rs. 2,32,80,000/-, therefore land value of land in A category is about 3300% than the
value of land in H category. This distinction in valuation of two different plots is as per Delhi
Government Rules/ Circle Rates Policy. Likewise, the construction rates in A category are Rs.
21960/- Per Sq. Mtrs. And that in H Category are Rs. 3480/- Per Sq. Mtrs. Assuming covered area
in both buildings (since of same size) is 1400 Sq. Mtrs. And the construction costs are same as per
circle rates, the construction value on Plot A would be Rs. 3,07,44,000/- while that on Plot B
would be Rs. 48,72,000/-. In case these plots are being sold at under construction stage to
prospective buyers then Juxta positioning the impact of GST on these two transactions pre and post
situations would make viz-a-viz the said Notifications:-

From the above example it is amply clear that the land has been taxed indirectly by way of
the Notifications;

Further, if we breakdown the per sq. Mtrs. cost of construction comes to about Rs.
5,67,498/- Per Sq. Mtrs. in A category colony. These figures can get even more interesting in case
of commercial property, at approx. Rs. 17,02,491 Per Sq. Mtrs. since land rates in such cases are
three times the value of residential land; It is noteworthy that the above rates of Per Sq. Mtrs.

construction costs, itself reveals that the method of calculations is absurd and needs to be rectified.
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The most interesting part of these deemed valuations is that they have no direct relation to
actual costs incurred and irrespective of usage, nature and quality of construction, the methodology
of determining the costs remain the same.

Various tenders floated /contracts awarded by Union Government from time to time may be
checked and verified to ascertain per sq. Mtrs. Cost of construction of any residential / commercial
project;

b) The courts have time and again resorted to the application of maxim “what cannot be
done directly cannot be done indirectly’. Further, the said notifications are an indirect invasion on
federal structure of the Constitution.

¢) There cannot be two different valuations for same piece of land that is one for payment
of stamp duty to state government and the other for payment of GST to the Union;

5. Impact of these notifications qua concerned matters on foreign investments and Ease of
Doing Business;

1) Foreign investments are directly related to the transparency and clarity of law and ease of
doing business in any country;

i1) These notifications if not amended/ rectified will seriously shake the trust of the foreign
and domestic real estate developers and investors. And at the same time, it will adversely affect the
local home buyers and a genuine home buyer will end up paying much more than he deserves to
pay. This will adversely affect the salary class and the middle class of the society making homes

expensive and thus further harboring inflation.

GST implications for real estate

The Goods and Services Tax (GST), is a comprehensive indirect tax on the sale,
manufacture and consumption of different kinds of goods and services throughout India, with all
other central and state taxes intended Real estate.

The Goods and Services Tax (GST), is a comprehensive indirect tax on the sale,
manufacture and consumption of different kinds of goods and services throughout India, with all
other central and state taxes intended to be subsumed under it. This tax will have far-reaching

implications, including on real estate.

Existing taxation norms
The real estate industry in India has witnessed major tax changes, in the last few years.
However, these taxes are not uniform all over the country — different practices and regulations are

followed in different states. It was the 46th amendment to the constitution that brought massive
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changes towards taxation in the real estate sector. Subsequently, special powers were given to the
state governments, for implementing Value-Added Tax (VAT) on some specific kinds of
transactions.

For land, property and other kinds of work contracts, different kinds of taxes are levied by
the state government and the central government. The transactions are mainly categorised in three
parts — value of services, value of goods and materials, and value of land. VAT is applied by the
state government on the goods portion, while value of services is taxed by the central government.
However, other than stamp duty, there is no clear tax on the transactions regarding value of land.
This situation leads to confusion and can result in dual taxation. Compliance and implementation
of such taxes are also difficult.

This has led to a situation, where for one real estate transaction, multiple taxes need to be
paid. This has a negative effect on the industry. The industry’s demand to bring GST on board, is

primarily to get a clear and transparent taxation rule for the real estate sector in India.

Impact of GST on Indian realty

The implementation of GST can prove to be a significant step in reforming indirect
taxation in India. Chances of double taxation would be diminished, as some of the central and state
government taxes will be amalgamated into one tax. This will ease the process of taxation

considerably, making it easier to enforce and administer.

Impact on home buyers

In the current situation, a developer incurs various kinds of expenses during the
construction phase of a project. Different kinds of taxes are involved with these expenses, such as
VAT/CST, customs duties, service tax, excise duty, etc. A majority of these taxes are expenses that
are included in the system. This is because they are not creditable to the developer or to the end-
customer. These non-creditable expenses lead to tax inefficiency, which is not desirable.
One positive impact of the GST could be the doing away of restrictions on credit utilization. This
will definitely help in strengthening the credit chain in the entire system. If builders can properly
manage this aspect, they will see some profit.

The proposed GST structure should provide a progressive and streamlined approach.
Presently, builders running projects in different states have to comply with state-specific VAT
laws, as well as other kinds of service taxes. Bringing in GST will, therefore, not bring any

additional compliance burden on real estate builders in the country.
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Issues regarding GST which affect real estate builders

Developers, on their part, have also been seeking certain clarifications, vis-a-vis GST. For
example, the definition of a real estate developer varies from one state to another. The composition
scheme varies according to state, in which the VAT rates range between 1% and 5%. In some
states, there are differences between the terms ‘real estate contractors’ and ‘real estate developers’.
These different meanings will have to be factored in, while evaluating the GST implications.

There might be some confusion regarding GST implementations on residential property, as
well. In the present scenario, there is no service tax applicable on renting immovable property,
particularly for residential purposes. However, service tax and VAT is applicable on construction
work. The question that arises, is if the GST will offer differential tax for residential properties.

As of now, it does not look like completed residential projects will be affected by GST, as
buyers into completed projects have already paid the statutory charges, such as stamp duty and
registration charges on the transaction.

The segments to watch on the GST front are under-construction flats and rental flats, which
are expected to come under its ambit. GST will apply to the materials that a developer procures for
building a residential project. Hence it will have a direct impact on the overall cost of construction.
Moreover, a lot also depends on the final rate of GST. If it is more than the existing cumulative
taxes, then, the overall cost of buying an under-construction flat will increase, along with the
added cost of stamp duty and registration. Developers will also have to keep an eye on costing, as
price competitiveness is very important in the current real estate market scenario. Real estate
experts say that stamp duty and property taxes may continue to be levied on immovable properties
The Goods and Services Tax (GST) rate of 12 percent will be applicable on under-construction
properties. This rate with input tax credit seeks to remove the inefficiencies of dual taxation in the
form of value added taxation (VAT), service tax and puts an end to multiple taxes.

The service tax exemptions to be continued in GST as decided by GST Council include
services provided by way of pure labour contracts of construction, erection, commissioning,
installation, completion, fitting out, repair, maintenance, renovation, or alteration of a civil
structure or any other original works pertaining to the beneficiary-led individual house
construction/enhancement under the Housing for All (Urban) Mission/Pradhan Mantri Awas
Yojana (PMAY). property that is under construction is governed by the works contract. The GST
Council has announced four rates for services - 5, 12, 18 and 28 percent. While 5 percent rate is

mostly for transportation services, rates for restaurant services will vary as per tariffs charged and
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facilities provided, ranging from 12-18 percent; Gambling and cinema services will fall under 28
percent slab, as entertainment tax merged with service tax under GST while works contract is
taxable at 12 percent with full input tax credit.

The schedule of GST rates for services as approved by the GST Council said that the
“construction of a complex, building, civil structure or a part thereof, intended for sale to a buyer,
wholly or partly. The value of land is included in the amount charged from the service recipient.”
These will be taxed at 12 percent with full input tax credit.

What this means is that from July 1, GST would be applicable on under construction
properties at the rate of 12 percent but not on completed, ready-to-move-in apartments. Real estate

experts say that stamp duty and property taxes may continue to be levied on immovable properties.

Impact on home buyers and the industry

With the Goods and Services Tax (GST) intended to replace multiple levels of taxation, we
look at how it will affect the real estate sector — from home loans and housing purchase to rentals,
across various segments and the grey areas that will impact the final price for a home seeker

The GST Bill was approved in the Lok Sabha on March 29, 2017 with four supplementary
legislations- The Central GST Bill, 2017; The Integrated GST Bill, 2017; The GST (Compensation
to States) Bill, 2017; and The Union Territory GST Bill, 2017.

At the debate preceding the passing of the bills, finance minister Arun Jaitley said the GST,
which will usher in a uniform indirect tax regime in the country, will make commodities ‘slightly
cheaper.” “Today, you have tax on tax, you have cascading effect. When all of that is removed,
goods will become slightly cheaper,” he said. On why the GST Council has decided on multiple
GST rates, Jaitley said one rate would be ‘highly regressive as hawai chappal and BMW cannot be

taxed at the same rate.’
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Introduction:

GST stands for Goods and Service Tax. First time GSTs recommend by task force (Kelkar
committee) in 2004 in India. According to kelkar committee GST is one key which is reform of tax
structure in India. In 2000 tax committee has set up to draft GST law. After 17 years GST bill
passed in loksabha and rajyasabha and GST implied on 1 July 2017 in India. Under GST, goods
and services fall under five tax categories 0 % , 5%, 12 %, 18 %, 28 &. For corporate the
elimination of multiple taxes will improve the ease of doing business. And for customer the
biggest advantage is reduction in the overall tax burden on goods.  Inflation will come down, tax
avoidance will be difficult, India’s GDP will be benefitted and extra revenues will be used for
welfare for poor and weaker section” finance minister Arun Jaitey said at GST launch event in
parliament. GST is indirect tax which has replaced all indirect tax such has VAT sale tax excise
duty service tax entertainment tax e.t.c. GST is a designation based tax which is levied only on
value addition at each stage because credits of input taxes paid at procurement of inputs will be
available.

GST is one indirect tax which is implied in overall country. GST s principal is “one nation
one tax one market”. GST s aimed that integrated over India’s market and unifying the country. In

the GST system GST will be impose on every person in the nation.

Objective of the study:
1) To study the GST features.
2) To study the objective of GST.

3) To study the impact of GST on various sectors of Indian Economy

Research methodology:
This research paper is descriptive type analysis and based on secondary data which are
collected from serve sources such as research paper, publications, various books, report of

government of India e.t.c which is available on internet.
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Features of GST:
1) GST is indirect tax which has levied on at each stage of value added..
2) GST is replaced all indirect tax.
3) CGST is called central GST which is collected by central Government.
4) SGST is called state GST which is collected state government.
5) GST is reform of tax Structure.
6) Right to impose tax on economic activities that are doneon territorial waters.
7) GST s main aim that unifying the country

8) GSTs principal is one nation one country one market.

Objective of GST:
1) GST replaces all indirect taxes like VAT excise duty e.tc.
2) Increasing GDP rate.
3) Improving competition of goods and services.
4) Reducing the complications in tax administration.
5) Reforms tax structure.
6) Decreasing the unhealthy competition among the states due to taxes and revenue
7) Reducing the tax slab rates to avoid further classification issues.
8) Making unified law of taxes, tax structure and tax base system.

9) Making one country one market.

Impact on Indian economy:
1) Gross Domestic Product(GDP)
Impact of GST on GDP is positively. According to NCAER GST would be key revolution in

Indian economy and could increase the GDP by 0.9 to 1.7.
2) Government Revenue:

GST will increase government revenue because tax structure is improved and reducing the
corruption .
3) Agricultural sector :

Agricultural sectors share is 16 % in GDP. Its backbone of Indian economy. Government
has imposed GST on agricultural goods. GST is reduce on heavy machine which is use in
agricultural sector. so there are farmers production cost will reduce. Government has imposed 12
% GST on Agricultural fertilizer, tractor, Wavier, this is beneficial for manufacture sector and

negatively effect on agriculture.

Impact of GST on Business, Trade and Indian Economy 212



Electronic Interdisciplinary International Research Journal (EIIR])

Edulndex Impact Factor 5.20 ISSN 2277-8721

The agricultural is faced problem of transportation. There are GST solve agriculture
transportation issues because GST may provided nation market for agricultural goods.
4) Textile Industry:

Government has reduced GST to 5 % from 18%. GSTs impact on textie industry is positively
and increase the revenue of textiles industries GST impact on readymade garment ike saris shoes
e.tc.

5) Pharmacy Industry:

India’s pharmacy industry is world 3 rd largest industry. Impact of GST on Parma is
positively because GST creates a level a paying field for generic drug makers boosts medical
tourism and simplify the tax structure.

6) Telecom:

Telecom industries is divided into three parts: equipments manufactures and infrascture
providers. In this sector competition is very high such as reliance lunch Jio another companies is
very serve pressure in the form of intense competition. Government has imposed GST 18 % on
telecom sector which is very rate
7) Cement industry:

India’s cement industry is 2" largest cement industry in the world. Government has levied
GST to 5 % to 28 % from earlier tax rate 27% to 32%. So GST effect on cement industry is
positively. Because tax rate and transport of cement one state to another state spending easer time
at checkpoint.

8) Entertainment:

Entertainment GST is 18% compared with earlier tax rate 28 % on movie ticket. This
would be positively effect. And multiplexes would be able to claim input tax credit on product and
service they use.

9) Banking sector:

GST s effect on banking sector is positively because banks will be able to GST liberties
against credit received on purchase goods, to take particular credit of excise duty and service tax
paid procurement of qualifying goods and services which are used for provision output services.
10) Prices:

After GST implantation consumers prices can stay higher and longer because tax rate is

higher.
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11) Inflation Rate:
GST will lead to rise in inflation rate which will remain for a year after that GST will affect

positively on the economy.

Conclusion:

Researchers has concluded that GST is improving tax structure and its principal is one
nation one tax is very effectively because its reduce difficulties of customers businessman and tax
administration. And GST become nation integrated. GSTs effect on Indian economy will be
positively and its helpful to increase to rate of GDP and economic Development. So GDP is one

key of Indian economy.
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Abstract:

Goods & Services Tax Law in India is a comprehensive, multi-stage, destination-based tax that will
be levied on every value addition. More than 150 country implemented GST so far. It will include many
state and central level indirect taxes. SABT will bring uniform taxation across the country and allow full tax
credit from the procurement of inputs and capital goods which can later be set off against GST output
liability. This reform gives equal footing to the big enterprises as well as SMEs. The aim of GST is thus to
simplify tax hurdles for the entire economy. Goods and Services Tax is popularly known as GST. This is a
single tax on the supply of goods and services, right from the manufacturer to the consumer. Credits of
input taxes paid at each stage will be available in the subsequent stage of value addition, which makes GST
essentially a tax only on value addition at each stage. This research paper highlights the positive and
negative impact of the GST in the Indian Tax System. It is a modern tax reform which will conduct in
growth and opportunities for businesses in India. It is a tax generator, which will lead to business
transformation for the industry. This research paper will discuss in detail the concept of GST, its need, its

impact i.e. both positive and negative impact on Indian Economy
Keywords: Goods and service tax (GST), Indirect tax and Textile sector

Introduction:

GST is a modern tax reform which will conduct in growth and opportunities for businesses
in India. It is a tax generator, which will lead to business transformation for the industry. There
will be 3 types of GST: CGST- Collected by Centre SGST- Collected by State IGST- Applicable
on inter-state sales. It will help in smooth transfer between states and the Centre. The Goods and
Services Tax would be a very noteworthy step in the field of indirect tax reforms in India. From
the consumer point of view, the biggest advantage would be in terms of reduction in the overall tax

burden on goods and services. This paper is an analysis of what the impact of GST (Goods and
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Services Tax) will be on textile sector. It is an accepted fact that GST is not merely a tax change
but a business change as it will impact all functions of an organization such as finance, product
pricing, supply chain, information technology, contracts, commercials etc. Thus, it is imperative
that all these functional teams should be aware about the GST. But the underlying question is what
should these team members read/ refer for GST? There are mixed response, inexplicit arguments
and opinions among the Manufactures, traders and society about the Goods and Services Tax
(GST) to be implemented by Government of India. GST is a comprehensive, indirect, multi-stage,
destination- based tax that will be levied on every value addition. The goods and services tax
(GST) is aimed at creating a single unified market that will directly affects all sectors and sections

of our economy.

Objective of the study:
1) To study the concept of GST and its related aspects.
2) To study the impact of GST on Indian Textile Industry.
3) To point out challenges of GST for Textile Industry in India.
4) To provide necessary suggestions for better implementation of GST in the context of

Textile Industry.

Research Methodology:
The present research is Descriptive Research. For present research, data have been
collected through secondary sources such as reference books, journals, articles published on

internet websites etc.

Applicability of GST for Textile Industry:

The five percent GST rate on cotton was unanimously hailed by all sections of the Textile
industry as a “progressive decision”. Ujwal Lahoti, the Texprocil Chairman expressed satisfaction
for maintaining a low GST rate for cotton. He said, "The low rate (for cotton) will go a long way in
serving the purpose of tax compliance. In addition, the government’s decision ensures that we will
regain competitiveness in the world market. As a fore thought, he advocated that, “I request the
government to specify drawback rates. This will account for the un-rebated duties under GST. It
will also help carry on with the Rebate of State Levies (ROSL) scheme.

Industry insiders also opined that the government’s focus given to the domestic textile
industry will definitely help push up exports. Also, industry’s dependence on the yearly budget

announcements (sops) would diminish and would get a stable playing field that is business
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conducive. Following are rates applicable to various sub products of textile industry.
A. Tax Free Textile Goods
1) Raw silk and silk waste
2) Wool, not carded or combed
3) Gandhi Topi, National Flag
4) Khadi Yarn
5) Coconut or Coir fibre
6) Jute fibres raw or processed but not spun
B. 5% GST (Fibers and Yarns):
1) Silk yarn
2) Yarn of wool or of animal hair
3) Cotton yarn, other than khadi yarn
4) Cotton sewing thread
5) Vegetable fibres and yarns such as Flax, Hemp, Paper yarn
6) Embroidery or Zari articles
C. 5% GST with no refund of ITC accumulation
1) Woven fabrics of Silk or Silk waste
2) Fabrics Wool or of animal hair
3) Cotton fabrics
4) Fabrics of other vegetable textile fibres
5) Fabrics of manmade textile filaments
6) Fabrics of manmade staple fibres
7) Khnitted or Crocheted fabrics
D. Mix Bag (5% GST if Sale value below Rs. 1000, 12% GST sale value above Rs. 1000)
1) Articles of apparel and clothing accessories, knitted or crocheted
2) Articles of apparel and clothing accessories, not knitted or crocheted
3) Blankets and travelling rugs
4) Curtains (including drapes) and interior blinds; curtain or bed valances
5) Other furnishing articles, such as Bedspreads Counterpanes, Napkins, Pillow case, Table
cloth
6) Worn clothing and other worn articles

7) Used or new rags, scrap twine, cordage, rope and cables and worn out articles of twine,
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cordage, rope or cables, of textile materials.
E. 12% GST
1) Wadding and felt of Textile materials whether or not impregnated, coated, covered or
laminated
2) Nonwovens
3) Rubber threads and covered yarns
4) Metalized yarns, imitation Zari yarns
5) All Carpets and Floor Coverings including mats
6) Woven Pile fabrics and Terry Towels
7) Narrow Woven fabrics
8) Woven fabric of metal thread and metalized yarn is taxable
9) Quilted textile products
10) Tyre Cord fabric of high tenacity yarn
11) Textile products and articles for technical uses (technical textiles)
F. 18% GST (Fibers and Yarns)
1) Synthetic filament yarn such as Nylon, Polyester, Acrylic etc
2) Artificial filament yarn like Viscose rayon, etc
3) Sewing thread of manmade filaments
4) Synthetic or artificial staple fibers
5) Synthetic or artificial filament tow
6) Yarn of manmade staple fibers
7) Sewing thread of manmade staple fibers
8) All Textile Machinery
Impact of GST on Textile Industry:

The Indian textile industry provides employment to a large number of skilled and unskilled
workers in the country. It contributes about 10% of the total annual export, and this value is likely
to increase under GST. GST would affect the cotton value chain of the textile industry including
all garments for men and women like shirts, trousers, saree, apparels, shoes and any more clothing
materials which is chosen by most small medium enterprises as it currently attracts zero central
excise duty (under optional route). According to the Ministry of textiles (Government of India)
total textile export during 2011-12 was US$ 33161.74 and the total value of textile machinery

produced during the same period was Rs. 5280 crore. India is the second largest fiber producing
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country in the world with export revenue of US$ 40 Billion in FY 2015-16. This oldest industry of
Indian economy provides employment to more than 50 million people. It is a labor intensive sector
and also the largest contributing industry to the total export of India with 11%. The un-organized
sector of textile comprises handloom, handicraft, and sericulture whereas the organized sector
includes spinning, apparel, and garments. Presently, the Indian textile industry is worth of US$ 108
billion and economists expect it to reach US$ 223 billion by 2021. Despite this, the textile industry
as a whole would benefit from the introduction of GST due to following changes-:
1) Input credit allowed on capital goods
Currently, the import cost of procuring the latest technology for manufacturing textile
goods is expensive as the excise duty paid is not allowed as input tax credit. Whereas under
GST, there will be input tax credit available for the tax paid on capital goods
2) Break in input credit chain
A significant portion of the textile industry in India operates under the unorganized
sector or composition scheme, thus creating a gap in flow of input tax credit. Input tax credit is
not allowed if the registered taxpayers procure the inputs from composition scheme taxpayers
or the unorganized sector. GST would enable a smoother input credit system, which would
shift the balance towards the organized sector.
3) Reduction in manufacturing costs
GST is also likely to subsume the various fringe taxes like Octroi, entry tax, luxury tax
etc. which would help reduce costs for manufacturers in the textile industry.
4) Shifting towards an organized sector
A substantial segment of the Indian textile industry operates under the unorganized
sector. It creates a gap in the input tax credit system. If the registered taxpayers buy inputs
from the unorganized sector, they can not avail input tax credit facility. GST on textile will
bring a significant change in the input tax credit system and it will create an important balance
between organized and unorganized sectors of the industry. In fact, GST will help the entire
textile industry in shifting towards an organized sector.
5) Low Manufacturing Cost
As a unified tax system, GST will include several fringe taxes including entry tax,
luxury tax, octroi, etc. It will help in reducing manufacturing cost in the industry and as a
result, the textile manufacturers will earn a high profit by contributing more to the Indian

economy.
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6) Input Tax Credit for Capital Goods

Presently, Indian textile manufacturers need to pay heavy excise duty while importing
capital goods. This excise duty is costly as input tax credit facility is not available under
current tax laws. But with GST’s launch, the excise duty will have input tax credit facility and
it will decrease the total import cost for capital goods.

7) Textile industry will be more competitive:

As per the Secretary of ITF (Indian Texpreneurs Federation) Prabhu Dhamodharan,
GST will restructure the input tax credit claiming process. It will make the entire textile
industry more aggressive in the export market. In addition to this, input tax credit will be a
significant step for promoting the export of textile products. It will also encourage the
manufacturers to adopt cutting-edge production system to develop existing products.

8) GST will encourage the farmers:

Cotton yarn and fabrics will come under 5% GST tax slab and it will inspire the
farmers to grow ample amount of cotton more than before. The farmers will get the accurate
price for their hard work. Experts are expecting that GST on textile will create development in
the entire value chain.

9) Readymade garments will be costlier:

GST on readymade garments will create a huge difference in the current consumption.
The tax slab will be 12% under GST while the present slab is 4-5% VAT and 2% excise. This
higher tax slab will definitely increase the price of readymade garments for the consumers.

10) GST on apparel

The Indian government has decided to keep 5% GST on apparels that are below than

INR 1000 and apparels beyond this price will have 12% GST rate.
11) Developing Forward

Definitely, GST will bring vast changes in the textile industry of India. Man-made or
synthetic fiber yarn will have 18%, readymade garments will have 12%, and cotton yarn and
fabrics will come under 5% GST tax slab. Silk and jute will not have any indirect tax under
GST. While GST will simplify the current procedures by converging various complex indirect
taxes into a unified platform, it will also improve the textile export scenario of India.

Challenges of GST for Textile Sector:
1) ITC Flow:

GST will result in a huge gap in the flow of ITC if small vendors remain unregistered.
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Further, ITC will not be allowed if the registered taxpayers procure inputs from the person who
is unregistered person or who is opting the composition Scheme.
Dependence on Job Work:

Textile Industry is mostly dependent upon Job work for various processes. Further, the
benefit of composition scheme is not available to them. Job work is deemed to be a supply of
service under the GST law whereas the Composition Scheme is not applicable to the person
who is involved in supply of services. The job worker will be required to streamline business
with compliances under GST laws.

Reduced Exemption Limit:

Under the existing excise law, the threshold limit for exemption is Rs. 1.5 Crores but under the
GST Regime it will be reduced to Rs. 20 lakhs other than eastern hill states where it is merely
Rs 10 lakhs.

Matching of Credit:

Credit of Input tax is available only when the credit matches with the return filed by
both the buyer and the supplier. The unorganized working of small traders will create a big
problem for ITC matching.

Advance Booking:

Textile is an industry which requires advances booking and advance payment. But the GST
laws mandate the payment of taxes on advance receipt and it has to be also suitably declared in
returns. This will result a big crunch in the industry.

Compliance:

The biggest challenge for textile industry will be registration and then compliances. The
traders will not be inclined to focus on those areas as for many years they worked on simple
challans so holistic approach has to be adopted to bring them on mainstream of changes.
Technology Driven law:

GST is a Technology driven law which can cause huge problem to the small traders.
The traders may either not be opting to hire manpower or won’t be ready to adopt the

technology to ensure seamless GST.

Conclusion:

There may be a few drawbacks for the textile industry due to the higher tax rate and

removal of benefits under cotton value chain, but it is safe to say that GST will help this industry

in the long run by getting more registered taxpayers under a well-regulated system. It can also be
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hoped that GST will help the textile industry to get more competitive in both the global and

domestic markets and create opportunities for sustainable, long-term growth.
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