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From the Editorial Desk....
Dear Readers,

India is undergoing revolutionary developments in its economic policies and governance, from  adoption
of the Aadhaar identification number to demonetization, from merging the railway budget with the
Union Budget and advancing the date of presentation of the Union Budget to providing an access to a
toilet for each citizen, from a Planning Commission to a NITI Aayog, from RBI led monetary policy to
a Monetary Policy Committee, and now from implementation of the GST to considering changing the
April-March financial year to the calendar year. In such a short span of time the present government
has come out with such a slew of measures that are definitely ground breaking though not populist,
encompassing for sure but whether they prove efficient and effective remains to be seen.

After almost decades of debates and deliberations across the country, across federal territories and
vested groups, from economics to politics, the Goods and Service Tax (GST) was finally implemented
in the country on July 01, 2017. In the process of making it acceptable to the people in the world’s
largest democracy, the key value proposition for adopting the GST is probably compromised. The
purpose of replacing the multitude of indirect taxes with a GST was to remove the complexities that
lead to the so called ‘cascading effect’ and the resultant loss of control on impact and incidence of a
tax. While the GST could not be implemented in a single tax, single rate format yet the very fact that it
has been introduced across India is no mean feat.

The transition period in compliance with the GST is painful but once the implementation challenges
are sorted the cost savings for producers and benefits of lower prices for consumers should take India
forward. A unified GST type of indirect tax is prevalent across most developed countries and its adoption
in India should attract more FDI as well.

GST is a destination-based tax applicable at multiple stages of production and rendering of goods &
services and their distribution. It subsumes various indirect taxes such as entertainment tax, state and
local tax, surcharge, excise duty, octroi, and others. The nature of GST even in its current form should
make doing business easier, improve logistics, eliminate the vague distinction between goods and services
; all resulting in lower costs to help in increasing  the competitiveness of Indian products.

The GST design while aiming at higher economic efficiency and growth also, seeks to meet equity
considerations, like the Composition scheme for enterprises with less than Rs. 50 lakhs turnover. Further,
though not many details have been provided in the Act as of now, it is mandatory to pass on the benefit
due to reduction in rate of tax or from input tax credit to the consumer by way of commensurate
reduction in prices. Clauses like ‘anti-profiteering’ are being applied to important sectors like pharma
and real estate to ensure that benefits of GST are not mostly taken away by producers but also reach
the public in good measure. The objective is to protect the interest of consumers but at the same time
not create a sense of fear and impact industry interest.

In my personal opinion, the GST is a much awaited reform in our indirect tax system and if the
government is able to maintain simplicity and transparency in its design and implementation it can be
pave the way forward for India’s growth story.
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