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STUDY ON GOODS AND SERVICE TAX (GST ) AND INDIAN ECONOMY
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. 500DS AND SERVICES TAX
ABSTRACT: -

ST (Goods & service tax) has come into effect

across the nation on 1st April 2017. Presently,

there are around 160 countries that have
implemented GST. France was the first to introduce
GST. Asinvention of the internet has created economics
of scale for all types of business by reducing cost ; time
,improves communication ; speed up operation ,
Implementation of GST will also created economics of
scale to whole nation by removing tax barriers,
improves business transactions to foreign countries,
increases production & efficiency too. It will expand
trade and commerce. GST will have favorable impact
on organized logistic industry and modernized
warehousing. This paper presents an overview of
Indian economy, how growth of an economy increases
the revenue of Govt.. Negative aspects of various types
of taxes, GST concept, its needs &amp; benefits. This is
a conceptual study it is supported more by facts than
by numerical data.

KEYWORDS: Indian Economy, Tax revenue, GST.

1.INTRODUCTION :

The Indian economy has the potential to
become the world's 3rd largest economy by the next
decade. The fastest-growing part of the economy are

Prof. Dr. Neeta P. Verma
Assit. Professor (commerce Dept.),Sinhgad
College of Arts & Commerce, Narhe, Pune.

IT services, BPO services, software services, IT
industry, The Indian auto mobile industry, E-
Commerce markets. Stock exchanges.' As invention of
the internet has created economics of scale for all
types of business by reducing cost, time, improve
communication ; speed up operation ,
Implementation of GST will also created economics of
scale to whole nation by removing tax barriers,
improves business transactions to foreign countries,
increases production & efficiency too. Growth of our
economy will raises tax revenue of the Govt.. Indirect
taxes creates many issues in tax regime. So, Govt. is
implemented GSTin India.

2.REVIEW OF LITERATURE

Following review has been extracted from
National and International repute journal. It is best
source to know the positive and negative side of GST.
Along with it will help to understand what exact GST
andits future outcomes.

GST not just a tax reform, but also as a
transnational driving benefices as said his interview in
Times of India by Martin Lundsledt, President and CEOQ,
Volve Group (by TV Mahalingam, ET Bureau/15/2017
1.52 am) He mentioned that the Indian market place is
maturing and discussions are happening on uptime
fuel economy, renewable fuels, hybridization & using
differen tmeans of transportation , including
waterways & highways.

Article published in newspaper Economic Times
titled "budget 2015: Implementation of GST on April
2016,a reality or mirage" The Union Finance Minister
Mr. Arun Jaitly mentioned that GST will be a game
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changing reform which will be implemented by 1st April 2016. GST will add buoyancy to our economy by
developing a common Indian market & reducing the cascading effect on the cost of goods &services. (by Bipin
Saora, partner- Tax &regulatory services-Indirect Tax, EY India. According to CA Madhukar N. Hiregange & CA
Ravi Kumar Somani (Article written on 26th Dec. 2016). Concluded that the tax system is in the transitional
phase, hence this is the right time for businesses to understand the immediate points for smooth
implementation of the GST. This article provide major area action point as creating a core GST team |,
performing GST impact analysis, migrate the registration, transit of credits into new regime etc. as per the
International journal of accounting & economics, (2017), Mr Venkataraman subramanya (mangalore
University, India), concluded in his topic the impact of taxation on economic growth in India: that economic
growth is susceptible to the kind of tax used and hence policy makers should pay attention to the kind of tax to
be used, inthe attemptto attain longterm. Opinionon GSTININDIA: AKEY TAXREFORM by Monika Sehrawat &,
Upasana Dhanda (Dec. 2015) studied an overview of GST concept, explains its features along with its timeline of
implementation in India. The paper is more focused on advantages of GST and challenges faced by India in
execution

3. OBIJECTIVES OF THE STUDY:
The following objectives are designed for this research study.
1.To analyze the impact of economic growth in Indian Economy
2.To study the negative aspects of preevious tax system.
3. Tounderstand GST, its need and benefits.

4. HYPOTHESIS:

On the basis of review of literature and available literature on GST , following a hypothesis has been
articulated

1. Theimplementation of GST will be beneficial for our economy.

5.GROWTHIN INDIAN ECONOMY:

Despite of existence of multiple taxes like Excise, Customs, Education Cess, Surcharge,VAT, Service Tax
etc. GDP of India is much lower than GDP of countries like USA, China and Japan. India has miles to go to achieve
thislevel.

Table No: 1: Top Ranking (GDP )

G.D.P. in trillion US.Dollars

GDP of Nations 2010 2017 2030 & 2050 (projected)
U.S.A. 14.58 18.03 23 & 34
China 5.87 11 26.5 & 49.8
Japan 5.5 4.38 5.5 & 6.7
Gemany 3.309 3.36 4 & 6.1
UK 2.246 2.26 3.5 & 5.3
France 2.560 2.42 3 & -
Italy 2.05 1.82 2 & -
Canada 1.574 1.55 - & -
India 1.729 2.09 7.8 & 28

Source: World Development Indicator data base, World Bank 28 April 2017 & April 2010 & World Bank historical
.|
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list of ten largest countries by GDP

The GDP is one of the primary indicators used to gauge the health of a country’s economy. India’s GDP
Growth unexpectedly slows. It is the lowest Growth rate as compared to USA, China. Due to drop in investment,
following the demonetization program started in Nov. 2016 that removed 86% of India’s currency in circulation.
In addition the Govt. changed the GDP base year 2011-12 from 2004-05. USA still is the world biggest economy &
itisalmost 16 points ahead from India.

The Economic Survey 2016-17, was tabled in the Parliament on January 31, 2017, by Mr Arun Jaitley,
Union Minister for Finance, Government of India. The Survey forecasts a growth rate of 6.75 to 7.5 per cent for
FY18, as compared to the expected growth rate of 6.5 per cent in FY17. Over the medium run, the
implementation of the Goods and Services Tax (GST), follow-up to demonetization, and enacting other structural
reforms willincrease GDP growth of 8 percent to 10 percent.

The services sector is projected to grow at 8.8 per cent in 2016-17. As per World Trade Organization
data, India’s commercial services exports increased from USS 51.9 billion in 2005 to USS 155.3 billion in 2015,
taking its share in global services exports to 3.3 per cent in 2015 from 3.1 per cent in 2014. In terms of growth in
tourism sector, during January to December 2016, Foreign Tourist Arrivals (FTAs) were 8.9 million with growth of
10.7 per cent and foreign exchange earnings (FEE) were at USS 23.1 billion with a growth of 9.8 percent. "’

6. ECONOMICGROWTH INCREASES REVENUE OF GOVT.:

Economic growth is often the key driver of tax revenues. For economic growth, we can limiting taxes on
economic factors namely investment. This means reducing tax rates on businesses, mitigate cascading, limiting
the multiple or double taxation of investment created by taxing corporate income at both the entity level
(corporate tax) and the shareholder level (capitals gains and dividend taxes).

7. NEGATIVE ASPECT OF PREVIOUS TAX REGIME:
Indirect taxes have some disadvantages. Which are as follows:

A. Cascading effect: The main objective of any taxation in any part of the world is obviously not to levy tax on
taxes. In India, taxes are multi-layered as the central Government levies taxes like excise duty, service tax and
central sales tax and State governments levies taxes like VAT/sales tax, entry tax, state excise, octroi etc.’

B. Double taxation. The central challenge is between customs duties and excise duties on the one hand, customs
duties and service taxes on the other. It is also between excise taxation and service taxation and hence also
another manifestation of the central challenge referred to above. In goods taxation and service taxation a
transaction is either a sale or supply of goods and hence charged to the appropriate goods taxi.e. State VAT, ora
provision of services and hence appropriately chargeabletoservice tax.’

C. Multiple taxation. There are multiplicity of taxes on goods and services. Excise duty on manufacture, customs
duty onimports and On the other hand, VAT, Entry Tax, Purchase Tax, Octroi and duty on liquor are levied by the
State governments. Apart from this, there are various other taxes /levies such as cusses, surcharges,
entertainment tax, luxury tax, stamp duty and road tax. Such multiplicity of taxes distorts the tax structure and
bringsin complexities.

D. Regressive: Indirect taxes are not equitable. Forinstance, salt tax in India fell more heavily on the poor than on
therich, as it had to be paid at the same rate by all. Whether a rich man buys a commodity or a poor man, the
priceinthe marketisthe same forall.

The tax is wrapped in the price. Hence, rich and poor pay the same amount, which is obviously unfair.
They are thus; regressive.

E. Uncertain: Unless indirect taxes are imposed on necessaries, we cannot be sure of the revenue yield. In the
.|
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case of goods, with an elastic demand, the tax might not bring in much revenue. The tax will raise the price and
contractthe demand. When the thingis not
purchased, the question of the tax payment does not arise.

F. No Civic Consciousness: These taxes do not develop civic consciousness, because many times the tax-payer
does not even know that he is paying tax. The tax is concealed in the price.

G. Harmful to Industries: They discourage industries if raw materials are taxed. This will raise the cost of
production and impair their competitive capacity. °

8. Concept of GST:

GST is an indirect taxation in India merging most of the existing taxes into single system of taxation.
Amalgamating several Central and State taxes into a single tax would mitigate cascading or double taxation &
facilitatinga common national market. The simplicity of
the tax should lead to easier administration and enforcement of a transparent, simple, efficient, one-nation
system. It is set up by president under article 279A. It is chaired by union finance minister. The power of making
law on taxation of goods and services lies with both union and state legislative assemblies. IGST is levied on
suppliesinthe course of interstate trade inducing

imports which is collected by central government exclusively and distributed to imported states as GST is
destination based tax. The proportion of distribution between center and states is decided on recommendation
of GST Council.’

9.NEEDTO INTRODUCE GSTININDIA:

* To eliminate the cascading effect of all indirect taxes in valuation of goods & services. it will replace all existing
taxes including service tax.

e GST is capable of generating a more stable source of revenue to the nation because it is less susceptible to
economicfluctuations.

e There will be a single base for computation of tax for both central government and state government.

* No GST will be levied on exports because of which input credit of exporter will not be affected and he/she can
use these input credit in future. With zero rated exports, domestic goods will be more competitive in
international marketand will helpinincreasing

exports whichinturnthe fulfillment of objective of 3.5% share of India in world exports by 2020.

e The tax structure will be hoped much simpler and easier to interpret ate. Reduction in the accounting
complexities for business will make the manufacturing sector more competitive and boost the economy.

¢ Improve standard of living.

¢ Lower cost of doing business.

¢ Nation building: Fairness & Equality, Enhanced Delivery System, Increase Global, Competitiveness Enhance
Compliance, Fair Pricingto Consumers, Greater transparency etc everybody gains from GST.*

10. BENEFITS OF GST:
Itis expected that GST will bring a number of benefits to the:
Indian economy:
a) Dual monitoring by the center & states to reduce tax evasion.
b) Better compliance through real time matching of supplier & purchaser.
c) Reduction in approximately Rs1.8Lakh Crore annual loss due to excise duty exemptions.
d) CutinRs.1.5 Lakh Crore estimated loss to states due to tax exemptions

Companies:
a) Tax credits to lower tax burden, improve profit margin for some.
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b) Nodistinction between product and service for tax.
¢) Uniform tax access the country to ease business.

d) Smooth movement of products across states.
e)Onetimeincrease in compliance cost likely.

Consumer:

a) Notaxrates have yetbeen decided through a suggestion of 3rates-12%,17-18% and 40% has been made.
b) Most products are likely to be less expensive over time.

¢) Most services (e.g. restaurants, travel, mobile bills, insurance premium) likely to cost more.

d) Mobiles, jewellery, some readymade wear in some states may cost more.’

11. Challenges

Introduction of GST requires amendments in the Constitution of India and consensus between Central and
States Governments on variety of issues like, basic threshold, exemptions, administration etc. At present, the
States do not have the powers to levy tax on supply of services and the Centre does not have the power to levy tax
ontheintra-State sale of goods. The Constitution will be amended when this Bill gets passed by 2/3rd majority in
Rajya Sabha too and thereafter gets ratified by at least 50% of the State Legislatures and finally gets the assent of
the President of India.

Basic design issues: Specificissues like threshold limits for goods and services, exemptions, definition of
supply, determining the place of supply of goods and services, transition provisions for existing exemptions etc.
need to be carefully identified, analysed and appropriately addressed when GST s firmed up.

IT Infrastructure: The process of tracking inter State transactions will be extremely complex and will
require an infallible IT system. The clearing house mechanism envisaged in the dual model GST will handle
humungous data. Designing and developing an IT infrastructure of such a size and complexity will be a
exceptional task. For this purpose, a Special Purpose Vehicle (SPV) called the Goods & Service Tax Network has
been set up by the Government to create enabling environment for smooth introduction of GST *

Tax administration: The Central Board of Excise and Customs (CBEC) and the State tax administrations
will be responsible for implementing CGST and SGST respectively. For implementing dual GST, a strong and
integrated tax administration will be required. Any sort of risk management system will give meaningful results
only when there will be an efficient tax administration. An inefficient tax administration will not be able to
provide the necessary level of deterrence which may ultimately lead to non-compliance and under performance
of the tax regime. It may be noted that the Joint Committee on Business Process for GST released four reports on
GST payment process, GST registration, GST refund , GST return.”

Revenue Neutral Rate (RNR): At present States are charging VAT @ 0%, 1%, 5%, 12.5%/13.5% and 20%
besides other levies. Similarly, Centre is charging central excise duty @ 12.5%, CST @ 2%, service tax @ 14%. RNR
rates are a point of debate and will be one of the final issues for consensus between the Empowered Committee
andthe Centre. ”

12 .CONCLUSIONS:

GST would definitely solve the misleading impression related to indirect taxation. It is the attempt to
justify taxation system with more logical reasons having a unified vision in terms of goals and strategic direction.
It provides a global tax system having clone rules, laws, provisions for whole nation thatis almost similar to rest of
the world. It would definitely increases revenue of Govt. as well as investment / business from outside countries.
Chinaimplemented GST in 1994 having 8th position in world’s largest economy. In 2017( in 24 years) it comes on
2nd position. India’s economy is growing in speed as it will stands on 3rd positionin preceding ten decades.

REFERENCES:
1. https://en.wikipedia.org/wiki/Economy_of_India.
2. Data refer to the year 2008. World Economic Outlook Database-October 2008, International Monetary

Available online at www.lbp.world



STUDY ON GOODS AND SERVICE TAX (GST) AND INDIAN ECONOMY VOLUME - 7 | ISSUE - 2 |[NOVEMBER - 2017

Fund.Accessed onJanuary 28, 2010.

3. https://www.ibef.org/economy Economic-survey-2015-16.

4.Economic growth drivesthe level of tax revenue by Andrew Lundeen, Oct. 15, 201.
5.www.caclubindia. com /articles/cascading-effect-of-taxes-2321.

6. Double taxation underindirect taxation, SMadhavan | New DelhiOctober 13,2008
7.Advantages and Disadvantages of Indirect taxes, Article Shared by Tushar Seth

8. proposed article 269Aod GST Act.

9. www.ictor growth .com/gst/

10. Finance Minister Arun Jetle talk to media after the voting on GST bill at Rajya Sabha in NewDehli on
Wednwsday.)aug 4,2016.

11. GST rates,gst.caknowledge.in

12. Introduction of GST, gst.caknowledge.in

13. GST Payment, gst.caknowledge.in

14. Challengesinimplementation of GST, Problems to Implement GST in India ,Raju Choudhary. GST

Prof. Dr. Neeta P. Verma
Assit. Professor (commerce Dept.),Sinhgad College of Arts & Commerce,
Narhe, Pune.

Available online at www.lbp.world



Publish Research Article

International Level Multidisciplinary Research Journal
For All Subjects

Dear Sir/Mam,

We invite unpublished Research Paper,Summary of Research
Project, Theses,Books and Books Review for publication,you will be pleased to
know that our journals are

Associated and Indexed,India

* Directory Of Research Journal Indexing
*x International Scientific Journal Consortium Scientific
* OPEN J-GATE

Associated and Indexed,USA

DOAJ

EBSCO

Crossref DOI

Index Copernicus

Publication Index

Academic Journal Database
Contemporary Research Index
Academic Paper Databse

Digital Journals Database
Current Index to Scholarly Journals
Elite Scientific Journal Archive
Directory Of Academic Resources
Scholar Journal Index

Recent Science Index

Scientific Resources Database

Review Of Research Journal

258/34 Raviwar Peth Solapur-
413005,Maharashtra

Contact-9595359435
E-Mail-ayisrj@yahoo.in/ayisrj2011@gmail.com




