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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. GST is also
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.
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Introduction

GST also known as the Goods and Services Tax is defined as the giant indirect tax structure
designed to support and enhances the economic growth of a country. More than 150 countries
have implemented GST so far. However, the idea of GST in India was mooted by Vajpayee
government in 2000 and the constitutional amendment for the same was passed by the Loksabha
on 6th May 2015 but is yet to be ratified by the Rajyasabha. However, there is a huge hue and
cry against its implementation. It would be interesting to understand why this proposed GST
regime may hamper the growth and development of the country.

The current indirect tax structure is major impediment in India’s economic growth and
competitiveness. Tax barriers in the form of CST, entry tax and restricted input tax credit have
fragmented the Indian market. Cascading effects of taxes on cost make indigenous manufacture
less attractive. Complex multiple taxes increase cost of compliance. In this scenario, the

introduction of GST is considered crucial for economic growth. GST will have quite a
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favourable impact on Indian economy. Some sectors will have more favourable impact compared
to others under the proposed GST.

Removal of tax barriers on introduction of uniform GST across the country with seamless credit,
will make India a common market leading to economy of scale in production and efficiency in
supply chain. It will expand trade and commerce. GST will have favourable impact on organised
logistic industry and modernised warehousing.

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. GST is a comprehensive tax levy
on manufacturing, sale and consumption of goods and services at a national level . The Goods
and Services Tax Bill or GST Bill, also referred to as The Constitution (One Hundred and
Twenty-Second Amendment) Bill, 2014, initiates a Value added Tax to be implemented on a
national level in India. GST will be an indirect tax at all the stages of production to bring about
uniformity in the system.

On bringing GST into practice, there would be amalgamation of Central and State taxes into a
single tax payment. It would also enhance the position of India in both, domestic as well as
international market. At the consumer level, GST would reduce the overall tax burden, which is

currently estimated at 25-30%.

Under this system, the consumer pays the final tax but an efficient input tax credit system
ensures that there is no cascading of taxes- tax on tax paid on inputs that go into manufacture of
goods.

In order to avoid the payment of multiple taxes such as excise duty and service tax at Central
level and VAT at the State level, GST would unify these taxes and create a uniform market
throughout the country. Integration of various taxes into a GST system will bring about an
effective cross-utilization of credits. The current system taxes production, whereas the GST will
aim to tax.

Experts Have Enlisted The Benefits Of Gst As Under

» It would introduce two-tiered One-Country-One-Tax regime.
> 1t 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.
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It would free the manufacturing sector from cascading effect of taxes, thus by improve
the cost-competitiveness of goods and services.

It would bring down the prices of goods and services and thus by, increase consumption.
It would create business-friendly environment, thus by increase tax-GDP ratio.

It would enhance the ease of doing business in India.

Gst Impact The Indian Economy

>

Reduces tax burden on producers and fosters growth through more production. The
current taxation structure, pumped with myriad tax clauses, prevents manufacturers from
producing to their optimum capacity and retards growth. GST will take care of this
problem by providing tax credit to the manufacturers.

Different tax barriers, such as check posts and toll plazas, lead to wastage of unpreserved
items being transported. This penalty transforms into major costs due to higher needs of
buffer stock and warehousing costs. A single taxation system will eliminate this
roadblock.

There will be more transparency in the system as the customers will know exactly how
much taxes they are being charged and on what base.

GST will add to the government revenues by extending the tax base.

GST will provide credit for the taxes paid by producers in the goods or services chain.
This dealers and is hoped to bring in more vendors and suppliers under the purview of
taxation.

GST will remove the custom duties applicable on exports. The nation’s competitiveness

in foreign markets will increase on account of lower costs of transaction.

While GST is eagerly awaited by the industry, the legal process to implement GST in India is

quite long and complex. After the Constitution Amendment Bill is passed by the Parliament with

two-thirds majority, it will have to be passed by at least 15 states. There after GST council has to

be constituted which will recommend model GST law and GST rates. On such recommendation,

GST Act and Rules have to be enacted by the Parliament and each state assembly. Then

implementation date has to be notified. It is therefore quite important that the Constitution

Amendment Bill is passed in the current Monsson Session if GST is to be implemented during

the tenure of present Parliament which ends during 2019.

Conclusion
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The introduction of the Goods and Services Tax will be a very noteworthy 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. For the end customer, the most beneficial will be in terms of reduction in the overall

tax burden on goods and services. Introduction of GST will also make Indian products

competitive in the domestic and international markets. Last but not least, the GST, because of its

transparent character, will be easier to administer. Once implemented, the proposed taxation

system holds great promise in terms of sustaining growth for the Indian economy.
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