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STEIEVETIS Well TS IS I essence
of GST, which will be a further
improve-ment on goods-based VAT
in the State. However, for this GST
10 be Introduced at the State-level,
it ks essential that the States should
be given the power of levy of
taxation of all services. This power
of levy of service taxes has so long
been only with the Centre. A

TTOUUCET LY TP VSO VAL T
some form, While countries such
as Singapore virtually taxes
everything at a single rate, some
countries have more than one rate
(azerorate, certain exemptions. and
higher and lower rates). In some
countries, it is recoverable only on
goods used In the production
process and specified services. The

Constitu-tional dment willbe
nece-ssary for giving this power
also to the States. The GST at the
State-level is, therefore. justified for
(a) comprehensive set-off relief
(invol-ving goods as well as
services) for trade, industry and
agriculture, (b) removal of
cascading effect of CENVAT load,
and (c) additional power of taxation
of services of the Staies.

The GST atthe Centraland State-
Jevel will thus give more relief to
trade, industry and agriculture
through a more comprehensive
and wider coverage of Input tax
and service taxset-off relief, further
removal of cascading effects and
more powers of taxation to the
Central and the States. If this GST
s pro-perly formulated with appro-
priate calculation of rates, then
there may eventually be revenue
gains for both the Central and the
States. If the potentiality of these
revenue gains is significant, there

568
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andard GST ra
countries ranges between 15% to
20%. In Scandinavian countries
(North Europe) where soclal
securlty coverage Is higher, It
ranges between 22 1o 25%

s in most of the

In India, the standard rate of
exclse duty is 16% on manu
facturer’s sale price. In addition,
there isastate VAT at 4%
Therefore, the aggregate peak rate
xes works out ta 22% on retail
sales price or at consumption level
with standard rate of excise duty
At a lower end, with 4% VAT, It
works out to 13.5%. It s therefore
feasible to fix tax neutral GST rate
of 20% (less, If existing dury
exemptions are reduced)

Conclusic

The implementation of GST In
Indiis in the form of a comprehen-
sive value added tax is contingent
on several key decisions. While
there is clarity that the tax would

efforts should be made 1o Keep 11

GST rate as low as possible. T1

standard rate of 10% adopted for
CENVAT along with residuary rate
of VAT 12.5% brings the overall
rate to 28.5%, which is too high
a rate compared globally, Ideally.
GST rate may be kept atabout |
We may say that if coming GST
will fulfill our expectations it will
turn out 10 be good and serving
tax. 0
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The: GST is & destination based tas, not the origin one. In such circumstances, 1t should be cearly identifable o5 1o where the goods aee going. Thir  sudihir
ditticult o Case of services, becasse it s not easy 10 identily whiere 2 service i provided, thus this ihoald be property dealt with
4 Forstreamine workting, it 5 advisable that GST dlearly sets out taxable events.
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¢ administration o not in single hand?

JULY 27, 2010
By Sudhir Halakhandi. CA

IN the Federal system of Governance the National GST was a very remote possibility which was rejected by the
service tax in our country i.e. in 2006 when Mr. P. Chidambaram, the then Finance Minister of [ndia introduced GST in his budget speech. Let us se
2006 by the Finance Minister Mr. P, Chidambaram:-

ates immediately after introduction of the concept of Goods and

the first intreduction of GST in

"It is my sense that there is & large consensus that the country should move towards a National Level Goods and Service Tax (GST) that should be red between the
Centre and the states. I propese that we set April 1, 2010 as the date of introducing GST. World over, Goods and Services attract the same rate of Tax. This is the
foundation of GST. People must get used to the idea of 3 GS5T.A We must progressively converge the service tax rate and Cenvat rate. [ propose to take one step this
year and increase the service tax rate from 10 per cent to 12 per cent. Let me hasten to add that since service tax paid can be credited against service tax payable or
excise duty payable, the net impact vill bé very sr

vl

The statement was shocking for the empowered committee of state Finance Ministers and soon thereafter, due to their opposition to national GST,A it was settled that *Dual GST"
only be Introduced in India and now after release of Discussion paper by EC ofA the Finance Ministers ofA states and also the repart of 13th Finance Commission it is clear the Goods
and service Tax whenever it will be introduced in [ndia will be a Dual GST in which both the centre and the State will Impose and collect tax on the same transaction,

Still there are differences between the states and the centre on the basics of the GST and major differences are refated to the rate of tax both under SGST and CGST-dual or single
rate- states are demanding lower rate for essentials, the threshold limit for CGST - states are demanding 1.50 crores (equal to Central excise exemption Limit) but centre Is of the
view that both the threshold- under SGST and CGST should be maintained at Rs. 10 Lakhs, the matter of the purchase tax and last but not the |east the matter of compensation from
centre to the states. As far as the matter of Tax rate is concerned, it is very much difficult matter to be settled because states are demanding dual rate of tax and they are right on
their part also because If the essential goods like - Wheat, rice, (ron and steel, cotton, yarn etc. are taxed with other material and gocds the: will very much difficult to justify the

socio - aconomic utllity and viability of GST.

the centre but one more severe problem which has not been discussed yet is related to
ered under the State VAT Act are tco much in number compared to the number of dealers
20
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