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1IGST C:pcm_...,:?* Goods and service tax) The dose is charged
: : Argcd on
the supply ot products and Services between two states the tax
i > 1axcs

are shared between the central and state governments

ST to the Indian Economy

Removal of bundled indirect taxes such a vat, CST, Service tax
for CAD. SAD and Excise

Less tax Compliance and a simplified tax policy. Compared to

current toes Structure

Removal of cascading effect of taxes in poor ramous lax on tax

Reduction of manufacturing costs due to lower' - burden of taxes

on the manufacturing sectorl hence prices of consumer goods

wills likely to come down

Lower the burden on the common man I € public will have to

shed less money to been the same products that were costly

earher

increased demand and assumption of good

d will lead to increase supply Hence, this will

increased deman
ultimately lead to rise in the production of goods
y Circulation as the System normally

Control of black mone
rs will be put to a mandatory

followed by traders and Shopkeepe
check

Boost 1o the Indian economy in the |
nefit of GST is passed on (

as the seller's

ong run There are possible

o the final

only when the act- has be
Consumer. There are other actors, such profit
margin that determines the final price of goods. GST alone does

final price of goods.

not determine the
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LEEECTN
GST on the Tndian Feonomy

The implementabon of the GST has significantly affe (:lc([":
Indhan economy in the following ways., ]

Simphification of the tax structure: GST has simplified the - |(l
svstem of the counfy. As GST is a single tax caleulating taxeg at ,-
multiple stages of the supply chain has because Leaser. Through this, .
customers and Manu - factures get a clear idea of the amount fore they
charped and its basis. Further hassles of handling tax officials a

authoritics can also be avoided.

Fostering production: As per the Indian detail industry, the total t
component is around 30% of the product cost. Due to the impact of GS
the taxes have gone down. so the end consumer has to pay lesser taxes -;
reduced burden of taxes has enhanced the production and growth of th%
retail and/ other industries. E
SME Support : Small and medium enter prices can now reglstef'
under the compo- Session scheme in produced by GST. Through thls‘:
scheme, they pay taxes according to their annual turnover. Therefore.. »
businesses hawing an annual turnover of Rs. l .5 corers only have to pay (o’ ‘.
GST. Enhanced pan India operations ;: Companies Can now avoid taxatlon‘
roadblocks, such as toll plazas and check posts. Earlier, there created
problems, including damage to unpreserved products while transporting %
them So manufacturers had to keep buffer stock to make up for the

damages. These our head Costs of storing and warehousing hampered.

Their profit. A single taxation system has reduced these problems They can ¢

123 4
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oW transport their goods casily across India..this has resulted in the

aprovement of theist pan India operations

acrease in Exports : of GST has reduced - the customs duty on exporting
o0ds. The cast of production in the local markets has also decreased due to
3ST. All these factors have in decreased the rate of exports in the country.
rompanies. have become more competitive when it comes to expanding
heir businesses globally The introduction of GST has helped merge this
axes of the state and Central governments.

This has helped remove the cascading effect of multiple taxes.
Therefore, the burden of taxes has reduced for companies and customers.
Not just this taxpayers have increased in number and hence, the tax
revenues have also increased Significantly The overall taxation
system is now easier to administer. Moreover, Small and medium-sized.
enterprises are able to enhance their businesses. It is expected that GST will
help more Indian organizations to establish themes flues in the International
markets.

GST replaces all types of indirect taxes at the central and state
levels in spirit of one nation, one tax, one market. GST unifies all indirect
taxes making one rate of indirect tax applicable on any commodity through-
out the whole country. Central GST (CGST), State GST (SGST) and
integrated GST (IGST), Union territory GST (UTGST) are parts of the
same GST system. Its built-in mechanism of tax credit system is expected
to minimize the tax evasion and tax avoidance problems.

While GST started in France in 1954 its implementation was
gradual across countries. Around 160 countries in the world now
implement GST A<mwm:§mmovm_. 2011), Like Canada and Brazil India is
adopting a dual GST system at the central and state levels, While the
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GST will replace exdsting multitude of indiveeq |

Central Axes g,

additional excise duty, servie

central eacive 1anes, ¢ tay, Cotne

rvaiff
onal duty, the state GST will repy :

duty, ,a—tA.m.: additi € State _..,_

VAT, entertainment Taxes, luxury tax, taxes in lotfery

' ._:;::n ..,,
d taxes on advertisement and entry taxes, According 1, 4

gambling an

Central Roand of Excise and Customs of India, a Few indirect (axe

{0 ,.
S Such
hasic custom duty, taxes on land and buildings and mineral rights W.
exeise on alcoholic liquors and stamp duty are to remain even after ﬁ,_
waplementation of GST. GST council has determined GST rates of eo.."
S0, 12%. 18% and 28% on goods and services; a detailed schedule ox_.w_.w_
for rates applicable specific to goods and services (see the appendix ?w
goads in each category from the CGE Council). It also outlines Eo%a:%
on how CGST, SGST or IGST or UTGST are paid on sales of goods m:..,,
services. GST will have wide ranging demand and supply side effects. 1 ,~
general GST will be beneficial to households, business firms and 5
central governments simultaneously. According to the government of F&mm
(2017) households benefit from i) Simpler tax system (ii) Reduction in
prices of goods and services due to elimination of cascading (iii) Uniform i
prices throughout the country (iv) Transparency in taxation system (V) |

Increase in employment opportunities. mms_:mq_v\ trade and industry may
benefit by a (i) Reduction in multiplicity of taxes (ii) Mitigation of °
cascading/double taxation (i) More cfficient neutralization ol taxes

especially for exports (iv) Development of common national market (v)

Simpler tax regime-fewer r; :
pler 1ax regime-fewer rates and exemptions; and the central and state

[5102% - ) ‘ 1 ] ¥ 2 Q » )
governments benefit from the GST from 1) A unified common national

markel 10 boost Foreip O ) . . . .
cign Investment and "Make in India" campaign (ii)

woown 1o GXUC—A\h:QDCmQGﬁC_‘._:m mc:<:.<‘ mc:o-.s:c: of more r.‘-::u_s.v:_dc_z.
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ading to reduce i
2 d poverty and increased GDP growth (iii) Improving the

crall investment climate in the country which  will benefit the
elopment ol states (iv) Uniform SGST and 1GST rates to reduce the
wentive for tax evasion (v) Reduction in compliance costs as no
xquirement of multiple record keeping. In nutshell, the overall tax rates
{ India now are as shown in Table 1. Direct tax on income

aries by categories of income. There is no income tax up to Rs 250,000 of

income.

Then a 10%tax applies to income between Rs 250, 000-500,000;

00,000-1,000,000 and 30% income tax rate for

20 percent tax 1o Rs 5
ssive. The

above Rs 1,000,000. Thus the direct tax system is progre

[ncome
ifferent rates 0%, 5%, 12%,

GST can also be progressive tax with five d
ccording to social
t. While items such as Jute, fresh meat,
fresh fruits and

18% and28% applicable a O@:Bw:Q level for

commodities being sold in the marke

fish chicken, €ggs; mil
flour, bean, bread h
uch as Bides, chewing gum, mol
ated with chocol
after shave, hair

natural honey,

k, butter milk, curd,
T, a 28 percent rat¢ GST 1s

vegetables, ave zero rate GS

applicable in items S
cocoa, waffle
deodorants,
wallpaper,
washing
hair  clippers,

asses, chocolate not

s and wafers €O ate, pan masala,

containing
ghaving creams,

aerated water, paint,
gunscreen,

ceramic tiles, water heater,

machine, ATM, vending

shampoo, Y&
dishwasher, weighing machine,
yacuum ghavers,

fi for pers

leaner automobiles,
O 20 s} A

machines,
onal use.

motorcycles, aircra
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Tax structure in

CGST

SGST

IGST

UTGST

12%

18%

28%

before GST
Central:
Ocmaah_::fﬁ
to 35%
Central axo.,‘ S
0 to 35%
Service taxes

to 15%

State:
VAT
to 15%

(land
revnenue)
State excise
0to35%

43.70%

m R =X
| Indin
Wig:.it..rlzit Direct taxes
” Income tax
w Taxable Tax rate | Plus
meome (Rs) | 0
| 230,000 10%
230,000 1o | 20% 25,000
300,000 30% 125,000
300,000 1o
1.000,000
Above 30%
1,000,000 17.00%
56.30%
Corporation
lax rate
Dividend tax
Of the total
revenue
CONCLUSION

From analyses based on solutions of » dynamic CGE model of India, it can
be said that the goods and service tax (T,

ax) implemented on | July 2017
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hance  prow’ .
on growth  tates  and  promote  imvettment  and copital

i

2.3:::: n in Indin, 1 will improve income, consumption dnd ity of
41 - ’ ) T 8 s “ .

yi?.r.. no mitter whether they belong to poor, middle o rich inenme

paps nowill dower the relative prices of commodities but caive the
aestment, ',2,;:: gock and employment among 11 production cectors of

K model cconomy. Government will be able to follow more halanced

udget following s stralegy of minimal government and  macmum

m ernance 45

able growth in the public spending.

nite all 27 states,

venuc increases 10 {inance a rcason

s GST reform is of fundamental importance as it will u

g more than seven indirect taxes at the

unton territories by integratin
vel and eliminating more

entral level, seven another taxes at the state le
tax, onc nation and one

han S00 special cascs of indirect taxes making one

narket idea possible for India
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