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GST IN INDIA – THE ARDUOUS JOURNEY BEGINS! 
 
The Government has marginally revised downward the economic growth for financial year 2014-15 

from estimate of 7.3% to 7.2% after factoring in latest date of agricultural and industrial output. 

This may however, make year on year growth look higher in current year. Growth in tax collection 
is also robust so far (Rs. 622247 crores by December, 2015). 

 

Prime Minister spelt out his elaborate vision for India at the Economic Times Global Business 

Summit. He expressed that for the last four quarters, India has been the fastest growing large 

economy in the world. In 2014-15, India contributed 7.4% of global GDP in purchasing power 
terms. But it contributed 12.5% of global growth. Thus its contribution to growth is 68% higher 

than its share of the global economy. FDI in India has increased by 39% in the last 18 months, at 

a time when global FDI has fallen.  

 

Finance minister has hinted that upcoming budget would focus on structural reforms to lift the 

country's growth and not resort to sheer populism for ratings. He expressed hope that Congress 
that kicked off the move towards the Goods and Services tax (GST) will see reason and support the 

reform. He has even expressed – "If there is a discussion over one particular idea in GST Bill I am 

willing to discuss with Congress but anything making it a flawed legislation. We can't bind future 

generations with a flawed legislation".  

 

GST, which seeks to subsume all indirect taxes such as excise duty, service tax and sales tax into 
one uniform rate, is stuck in the Rajya Sabha with Congress stalling its passage. The Finance 

Minister indicated the Government will stay the course of reforms in the Budget. 

 

 

GST when implemented sooner or later will help economic scenario to a very large extent and will 
create a utopia for the businesses and consumers. 
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The Union Budget 2016 exercise is on and Budget session of Parliament commences on 22nd 

February 2016. While there is no GST from 1st April, 2016, it is likely that Government may 

make Congress agree for discussion and passage of Constitution (122nd Amendment) Bill, 2014 

in this session to pave the way of GST, without losing any further time. If Budget session is 

also missed, India may even miss the 2017 deadline on GST. 

 

 

 

 

 

 

Business dynamics will change with the advent of GST in the coming financial year. Once the 

GST bill is passed, there are a number of back-office operations that will need to be altered in 

all businesses. Invoicing patterns will change and there will be greater need for training, 

validation and strong audit support. Giving an example of the need for improved discipline, 

assessees will not be entitled to revise their monthly tax return if they make a mistake, and 

their tax liability will be frozen for that month even if there is a mistake. There may be need for 

greater working capital pointing to the provision that transfers of stock to branches will attract 

tax (which is not the case under the current regime).The new rules also require assessees to be 

watchmen for all their service providers since their tax dues will be cross-checked at the 

Government level  

(SOURCE: BUSINESS LINE DATED 23.01.2016) 

 

 

 

Congress has said that while there would be no problem in passing the Budget, the party 

would not pass the GST Bill unless the Centre agrees to its three suggestions.  The idea of a 

GST, was to create one national market. Noting that when the BJP was in the opposition, it 

obstructed the GST for eight years, Congress MP said that after the party came to power in 

what is naked political pandering to their constituencies it created a completely artificial 

category of producing states. Once you divide the country between producing and consuming 

states, the single market is gone, he said. Besides, for a state to know if its goods were leaving 

its borders, it would have to bring back checkpoints — the very idea of GST is to avoid that.  

 

 (SOURCE: BUSINESS LINE DATED 22.01.2016) 

GOODS AND SERVICES TAX  

GST WILL CHANGE BUSINESS DYNAMICS 

 

Read more at: 

http://economictimes.indiatimes.com/articleshow/50540243.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cp

pst 

 

NO GST UNLESS OUR SUGGESTIONS ARE TAKEN: CONGRESS MP 

 

GOODS AND SERVICES TAX UPDATE 

 

http://economictimes.indiatimes.com/articleshow/50540243.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
http://economictimes.indiatimes.com/articleshow/50540243.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
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Finance Minister told India needs to become a low-cost manufacturing hub to ensure success 

of the Make in India scheme. Finance Minister expressed at the 57th National Cost Convention 

that if Make in India has to succeed, we actually have to become a low-cost manufacturing hub 

and I think there are several global factors which collectively are suiting us. The Finance 

Minister said as far as the services sector is concerned; India unquestionably has the potential 

to become a low-cost service provider in the world. 

 

Lower commodity and oil prices and rising cost of wages in China has placed India back in 

competition. The world has never seen this kind of low price regime and India as a net buyer 

benefits from this low price regime…it is extremely important at this junction we fully make 

use of this global situation. He said though everyone wants best goods and services at the 

cheapest rate, but factors such as poor infrastructure, capital and lack of proper trade 

facilitation add to the cost of goods and services. To cut costs, both at micro and larger levels, 

there are a lot of improvement and changes required in any system. 

 

Speaking separately at The Economic Times Global Business Summit, Finance Minister said he 

hoped that Congress will see the benefits of Goods and Services Tax and help in passage of the 

Constitution Amendment that will enable the rollout of the indirect tax reform.  

On all economic legislations, it has never been a BJP versus all. In fact, this Government has 

been so gracious with the states that every regional party which may be supporting us or may 

not be supporting us, has normally supported all our legislations. 

 

The Bill was expected to be tabled in the Winter Session but was met with opposition from the 

Congress which has set three conditions to give its support to the bill. Congress has demanded 

a cap on the GST rate in the Constitution, removal of the proposed 1 per cent additional tax on 

inter-state movement of goods and setting up a judicial panel to adjudicate disputes among 

states. Finance Minister said it would be good if Constitution Amendment for GST is passed 

with consensus.  

 

(SOURCE: INDIAN EXPRESS DATED 31.01.2016) 

 

 

Finance Minister has indicated that his upcoming budget would focus on structural reforms to 

lift the country's growth and not resort to sheer populism for ratings. He expressed hope that 

Congress that kicked off the move towards the Goods and Services tax (GST) will see reason 

and support the reform.  

I have reached out (to the Congress), I have spoken to them. I have explained to them and I 

hope they will see reason... see the rationale behind passing GST, he said pointing out that the 

UPA allies such as Rashtriya Janata Dal, Nationalist Congress Party and Janata Dal (United) 

are supportive of the reform.  

 

LOW-COST HUB NECESSARY FOR MAKE IN INDIA SUCCESS 

BUDGET TO FOCUS ON STRUCTURAL REFORMS: FINANCE MINISTER 

http://indianexpress.com/tag/congress/
http://indianexpress.com/tag/bjp/
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I don't see a reason why they (the Congress) should have a rethink on the Bill. If there is a 

discussion on a particular idea, I am willing to discuss with them," he said but ruled out 

anything that would make it a flawed tax, especially the idea that rates should be capped. The 

three objections raised by the Congress "go against the grain of what they themselves had 

brought. 

The budget has to weigh the areas of weaknesses where investments are required. Therefore, I 

have to pitch in that direction. If a budget for the cause of ratings goes in for sheer populism, 

it's not necessary that the cause of economics or even sounder politics that we are aiming at (is 

served). He declined to express an opinion on the debate between holding to fiscal 

consolidation goals and providing a spending boost to the economy. He said there were 

arguments in favor of keeping the public spending tap open as well as maintaining the 

credibility of governance by sticking to fiscal deficit targets. A third view was: "Should you have 

targets at all that constrain you? In a fast-moving situation, government has the mandate to 

decide." 

Finance Minister reassured global investors that the Government would not pursue 

retrospective tax claims and added that he would like the remaining two or three disputes 

connected to it to get resolved as expeditiously as possible. He said taxes that are payable must 

be collected but there must not be unfair taxes as these bring the country a bad name and no 

revenue.  

(SOURCE: THE ECONOMIC TIMES dated 31.01.2016) 

 

 

 

 

QUERY: 

What is the justification for levy of GST? 

 

REPLY: 

There was a burden of "tax on tax" in the pre-existing Central excise duty of the Government of 

India and sales tax system of the State Governments. The introduction of Central VAT 

(CENVAT) has removed the cascading burden of "tax on tax" to a good extent by providing a 

mechanism of "set off" for tax paid on inputs and services upto the stage of production, and 

has been an improvement over the pre-existing Central excise duty. Similarly, the introduction 

of VAT in the States has removed the cascading effect by giving set-off for tax paid on inputs as 

well as tax paid on previous purchases and has again been an improvement over the previous 

sales tax regime.  

 

But both the CENVAT and the State VAT have certain incompleteness. The incompleteness in 

CENVAT is that it has yet not been extended to include chain of value addition in the 

distributive trade below the stage of production. It has also not included several Central taxes, 

GOODS AND SERVICES TAX MATTERS !! 



                                                                   

5 
 

                      GST COUNSELLOR 

 

GSTC 

such as Additional Excise Duties, Additional Customs Duty, Surcharges etc. in the overall 

framework of CENVAT, and thus kept the benefits of comprehensive input tax and service tax 

set-off out of the reach of manufacturers/ dealers. The introduction of GST will not only 

include comprehensively more indirect Central taxes and integrate goods and services taxes for 

set-off relief, but also capture certain value addition in the distributive trade. 

 

Similarly, in the present State-level VAT scheme, CENVAT load on the goods has not yet been 

removed and the cascading effect of that part of tax burden has remained unrelieved. 

Moreover, there are several taxes in the States, such as, Luxury Tax, Entertainment Tax, etc. 

which have still not been subsumed in the VAT. Further, there has also not been any 

integration of VAT on goods with tax on services at the State level with removal of cascading 

effect of service tax. In addition, although the burden of Central Sales Tax (CST) on inter-State 

movement of goods has been lessened with reduction of CST rate from 4% to 2%, this burden 

has also not been fully phased out. With the introduction of GST at the State level, the 

additional burden of CENVAT and services tax would be comprehensively removed, and a 

continuous chain of set-off from the original producer's point and service provider's point upto 

the retailer's level would be established which would eliminate the burden of all cascading 

effects, including the burden of CENVAT and service tax. This is the essence of GST. Also, 

major Central and State taxes will get subsumed into GST which will reduce the multiplicity of 

taxes, and thus bring down the compliance cost. With GST, the burden of CST will also be 

phased out.  

 

Thus, GST is not simply VAT plus service tax, but a major improvement over the previous 

system of VAT and disjointed services tax – a justified step forward. 

 

 

 

 

 

 
 

ISSUE OF ADDITIONAL TAX IN PROPOSED GST 

 

 

Additional tax is an additional tax levy whereby states will be allowed to collect tax of one 

percent over and above the normal GST for the goods that enter the state. This is imposable for 

a maximum period of two years. 

 

The Constitutional Amendment Bill on GST provided that 'An additional tax on the supply of 

goods, not exceeding one per cent, in the course of inter-state trade or commerce shall be 

levied and collected by the Government of India for a period of two years or such other period 

as the Goods and Services Tax Council may recommend.' 

 

Manufacturing states such as Maharashtra and Gujarat have demanded they be allowed to 

levy two per cent additional tax over and above the state GST rate, though no decision had 

been taken on this. For a decision, this provision also requires a two-third majority in the 

Empowered Committee. 

UNDERSTANDING GOODS AND SERVICES TAX  
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The Bill provides that an additional tax up to 1 per cent will be levied by the Centre on inter-

state supply of goods (and not on services). This additional tax, applicable for a period of two 

years, will be assigned to states from where the supply of goods originates. The GST Council 

could further extend the period beyond two years. However, the Bill is silent on whether credit 

of this additional levy will be available, or will it be a cost in the supply chain. In case of latter, 

it could have a tax cascading effect on the supply chain. 

 

Manufacturing states claim that GST may result in major revenue loss as GST follows a 

destination based consumption tax model. Hence, a transitory provision has been made under 

proposed section 18(1) of Constitution (122nd Amendment) Bill, 2014 for levy of 1% additional 

tax on supply of goods (ATSG) in the course of inter-state trade or commerce.   

 

The 1% tax will increase cost of inter-state job work of goods. The 1% tax will increase cost of 

inter-state transactions and hence, to that extent, will discourage inter-state movement of 

goods. Thus, it will be hindrance to inter-state movement of goods. It is yet to be seen whether 

1% additional tax will be imposed only at the initial movement from originating State or at each 

inter-state movement of same goods.  

 

Salient Features of Additional 1% Tax Proposed on Inter-State Supply of Goods  

 Additional tax to accrue to the originating (manufacturing) State.  

 To be non-creditable.  

 Not in consonance with GST Principles  

 State boundaries continue to be relevant.  

 Levy of 1% additional tax on all inter-state supplies (including stock transfers) to 

impose tax burden and increase cash flow issues.  

 Issue of Pre-determined sales may continue to hound, if stock transfers excluded from 

1% levy.  

 States may also ask for State GST reversals on stock transfers in such cases.  

 Change recommended – Supply to be replaced by all forms of supply made for a 

consideration.  

 

The additional tax will not form part of consolidated fund of India. It will be assigned to States 

from where supply of goods originates. For this purpose, 'State' will include 'Union territory 

with legislature'- proposed Article 366 (26B) of Constitution of India. Parliament may, by law, 

formulate the principles for determining the place of origin from where supply of goods take 

place in the course of inter-state trade or commerce – proposed section 18(4) of Constitution 

(one Hundred and Twenty Second Amendment) Bill, 2014. 

 

There is similar provision in respect of Central Sales Tax in Article 269(1) of Constitution of 

India.  

 

However, Committee headed by Chief Economic Advisor on GST rates has recommended that 

additional tax may not be levied. Opposition parties in Parliament are also advocating against 

the levy of additional tax.  
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GST in Australia 

The Federal Government of Australia introduced the system of Goods and Service Tax (GST), 

throughout the country, with effect from 1st July, 2000. GST has replaced the age old system of 

Wholesale Sales Tax, (which was prevalent in Australia) and many other taxes, duties and 

levies such as banking taxes, stamp duties etc., (which were being levied by various States and 

Territorial Governments). 

Threshold  

Business Enterprises       :  Turnover of GST supplies Australian Dollar (A$) 75,000 Non-profit 

Non-profit Organizations :  Turnover of GST supplies Australian Dollar (A$) 1,50,000 

Provider of Taxi Travel     :  Nil 

 

GST is levied on all taxable sale / supply of goods, properties and services. It is to be paid by a 

taxable person, who sells / supplies such goods, properties and / or services for a 

consideration.  

 

 

 

 

 

 

 

 

 GST: Digitalization of Export Refund – A comparative Analysis between proposed refund 

process under GST vis-à-vis present provisions – Ankita Kashyap, GST – Vol. 53, Issue 

4 dated 26.01.2016. 

 Understanding inter-state GST (IGST) – Dr. Sanjiv Agarwal, 

www.taxmanagementindia.com, dated 15.01.2016. 

 Making the Budget GST – ready – Sukumar Mukhopadhyay, Business Standard, dated 

01.02.2016 

 Concept of Dual GST in the making – Dr. Sanjiv Agarwal, www.taxguru.co.in, dated 

01.02.2016. 

 

 

 

GST LITERATURE 

GST GLOBALLY  

http://www.taxmanagementindia.com/
http://www.taxguru.co.in/
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Just Released: Guide to Goods & Service Tax (GST), 2016 Edition 

 

 

 

 

 

 

 

 

 

 

 

GST CAPSULE!!  

It (GST) is an important reform of the United Progressive Alliance (UPA). If I 

have to credit the authorship of it, I have to give credit to them. If the 

author turns against his own script, what do I make (of it) – Finance 

Minister at ET Global Business Summit 2016. 

 

GST HUMOUR!! 

Global Summit 

 

Two journalists were seen chatting at Global Summit recently. 

 

One said  - Our PM made a very optimistic remark – 'Opportunity  

                                   is like Oxygen and we are keen that this is never in              

                                   short supply'. 

 

Second one - What 'keenness' will do. Congress 'ensures' that this  

                                  short supply never improves. 

 

First one  - Oh !! I have understood now – GST opportunity!! 
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GUIDE TO 

GOODS AND SERVICES TAX 

(GST) 

By 

Dr. Sanjiv Agarwal 

Chartered Accountants  

 

About the Book 

 

India is all set to migrate to Goods and Services Tax (GST) in near future which queries will be 

the biggest ever tax reform of independent India. GST is in vogue in most of the developed 

economies all over the world and India has already embarked upon a journey on GST path. 

This first edition of the Book - Guide to Goods and Services Tax is a work spanning over ten 

Chapters explaining various facets of GST and nine Annexures comprising text of 

Constitutional (122nd Amendment) Bill, 2014 and various reports relating to GST including 

those on business processes viz, registration, payments, returns and refund under GST regime. 

The book discuses indirect tax structure in India; introduction to GST, its objectives, need for 

GST; models of GST; new concepts in GST – CGST, IGST, SGST, revenue neutral rate, GSTN; 

detailed discussion on likely legal frame work of CGST& IGST; specially developed FAQs on 

GST; recent developments and impact on trade and industry. 

 

The Book is useful for all who are concerned with and want to understand GST including 

corporate executives, professionals, assessees, trade and industry. 

 

 

 

            

ANNOUNCEMENTS 
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Highlights 

 

 Comprehensive and organised coverage on GST at one place  

 GST concept explained in Ten Illustrated Chapters 

 Detailed understanding of GST 

 Proposed GST models including IGST 

 New concepts of GST explained (GST, SGST, IGST, RNR etc.) 

 Covers proposed Constitutional Amendment 

 International perspective on GST 

 GST explained via FAQs 

 Recent Developments in GST arena captured 

 Text of Major Reports / Discussion papers / Reports on Business Processes  

ANNOUNCEMENTS 
FOR EXCLUSIVE AND IN HOUSE 

SEMINAR / WORK SHOP 
ON 

GOODS AND SERVICE TAX (GST) 
CONDUCTED BY 

DR. SANJIV AGARWAL (FCA, FCS) 
PLEASE CONTACT AT: 

asandco@gmail.com                                                                       ascogst@gmail.com 

 IF YOU WISH TO SUBSCRIBE TO THIS NEWSLETTER, SEND A 
REQUEST TO ascogst@gmail.com  
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