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1. ABC of GST

• Goods &amp; Services Tax Law in India is a comprehensive, multi-stage, destination-based tax that

will be levied on every value addition.

• To understand this, we need to understand the concepts under this definition. Let us start with

the term ‘Multi-stage’. Now, there are multiple steps an item goes through from manufacture or

production to the final sale. Buying of raw materials is the first stage. The second stage is

production or manufacture. Then, there is the warehousing of materials. Next, comes the sale of

the product to the retailer. And in the final stage, the retailer sells you – the end consumer – the

product, completing its life cycle.

Why is Goods and Services Tax so Important?

• So, now that we have defined GST, let us talk about why it will play such a significant role in

transforming the current tax structure, and therefore, the economy.

• Currently, the Indian tax structure is divided into two – Direct and Indirect Taxes. Direct Taxes

are levies where the liability cannot be passed on to someone else. An example of this is Income

Tax where you earn the income and you alone are liable to pay the tax on it.

• In the case of Indirect Taxes, the liability of the tax can be passed on to someone else. This

means that when the shopkeeper must pay VAT on his sale, he can pass on the liability to the

customer. So, in effect, the customer pays the price of the item as well as the VAT on it so the

shopkeeper can deposit the VAT to the government. This means that the customer must pay not

just the price of the product, but he also pays the tax liability, and therefore, he has a higher

outlay when he buys an item.

• This happens because the shopkeeper has paid a tax when he bought the item from the

wholesaler. To recover that amount, as well as to make up for the VAT he must pay to the

government, he passes the liability to the customer who has to pay the additional amount. There

is currently no other way for the shopkeeper to recover whatever he pays from his own pocket

during transactions and therefore, he has no choice but to pass on the liability to the customer.

• Goods and Services Tax will address this issue after it is implemented. It has a system of Input

Tax Credit which will allow sellers to claim the tax already paid, so that the final liability on the

end consumer is decreased.

How does GST work?

CGST: where the revenue will be collected by the central government

SGST: where the revenue will be collected by the state governments for intra-state sales

IGST: where the revenue will be collected by the central government for inter-state sales
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In most cases, the tax structure under the new regime will be as follows:Transaction

New

Old Regime

Comments

Regime

Sale within the CGST + VAT

+

Central Revenue will now be shared between

state

SGST

Excise/Service tax

the Centre and the State

Sale to another IGST

Central Sales Tax + There will only be one type of tax

State

Excise/Service Tax

(central) now in case of inter-state

sales.

Example

A dealer in Maharashtra sold goods to a consumer in Maharashtra worth Rs. 10,000. The Goods

and Services Tax rate is 18% comprising CGST rate of 9% and SGST rate of 9%. In such cases the

dealer collects Rs. 1800 and of this amount, Rs. 900 will go to the central government and Rs. 900

will go to the Maharashtra government.

Now, let us assume the dealer in Maharashtra had sold goods to a dealer in Gujarat worth Rs.

10,000. The GST rate is 18% comprising of CGST rate of 9% and SGST rate of 9%. In such case

the dealer has to charge Rs. 1800 as IGST. This IGST will go to the Centre. There will no longer be

any need to pay CGST and SGST.

How will GST help India and common man?

The basis of Goods and Services Tax is the seamless flow of Input Tax Credit (ITC) along the

entire value addition chain. At every step of the manufacturing process, businesses will have the

option to claim the tax already paid in the previous transaction. Understanding this process is crucial

for businesses. A detailed explanation here.

To understand this, let us first understand what is Input Tax Credit. It is the credit an individual

receives for the tax paid on the inputs used in manufacturing the product. So, if there is a 10% tax

that the individual must submit to the government, he can subtract the amount he has paid in taxes

at the time of purchase and submit the balance amount to the government.

Let us understand this with a hypothetical numerical example.

Say a shirt manufacturer pays Rs. 100 to buy raw materials. If the rate of taxes is set at 10%, and

there is no profit or loss involved, then he has to pay Rs. 10 as tax. So, the final cost of the shirt now

becomes Rs (100+10=) 110.

At the next stage, the wholesaler buys the shirt from the manufacturer at Rs. 110, and adds labels

to it. When he is adding labels, he is adding value. Therefore, his cost increases by say Rs. 40. On

top of this, he has to pay a 10% tax, and the final cost therefore becomes Rs. (110+40=) 150 + 10%

tax = Rs. 165.

Now, the retailer pays Rs. 165 to buy the shirt from the wholesaler because the tax liability had

passed on to him. He has to package the shirt, and when he does that, he is adding value again.

This time, let’s say his value add is Rs. 30. Now when he sells the shirt, he adds this value (plus the
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VAT he has to pay the government) to the final cost. So, the cost of the shirt becomes Rs. 214.5 Let

us see a breakup for this:

Cost = Rs. 165 + Value add = Rs. 30 + 10% tax = Rs. 195 + Rs. 19.5 = Rs. 214.5

So, the customer pays Rs. 214.5 for a shirt the cost price of which was basically only Rs. 170 (Rs

110 + Rs. 40 + Rs. 30). Along the way the tax liability was passed on at every stage of transaction

and the final liability comes to rest with the customer. This is called the Cascading Effect of

Action

Cost

10% Tax

Total

Buys Raw Material @ 100

100

10

110

Manufactures @ 40

150

15

165

Adds value @ 30

195

19.5

214.5

Total

170

44.5

214.5

Taxes where a tax is paid on tax and the value of the item keeps increasing every time this happens.

In the case of Goods and Services Tax, there is a way to claim credit for tax paid in acquiring

input. What happens in this case is, the individual who has paid a tax already can claim credit for this

tax when he submits his taxes.

In our example, when the wholesaler buys from the manufacturer, he pays a 10% tax on his cost

price because the liability has been passed on to him. Then he adds value of Rs. 40 on his cost price

of Rs. 100 and this brings up his cost to Rs. 140. Now he has to pay 10% of this price to the

government as tax. But he has already paid one tax to the manufacturer. So, this time what he does

is, instead of paying Rs (10% of 140=) 14 to the government as tax, he subtracts the amount he has

paid already. So, he deducts the Rs. 10 he paid on his purchase from his new liability of Rs. 14, and

pays only Rs. 4 to the government. So, the Rs. 10 becomes his input credit.

When he pays Rs. 4 to the government, he can pass on its liability to the retailer. So, the retailer

pays Rs. (140+14=) 154 to him to buy the shirt. At the next stage, the retailer adds value of Rs. 30 to

his cost price and has to pay a 10% tax on it to the government. When he adds value, his price

becomes Rs. 170. Now, if he had to pay 10% tax on it, he would pass on the liability to the

customer. But he already has input credit because he has paid Rs.14 to the wholesaler as the latter’s

tax. So, now he reduces Rs. 14 from his tax liability of Rs. (10% of 170=) 17 and has to pay only Rs.

3 to the government. And therefore, he can now sell the shirt for Rs. (140+30+17) 187 to the

customer.

Action

Cost

10% Tax

Actual Liability

Total

Buys Raw Material

100

10

10

110

Manufactures @ 40

140

14

4

154

Adds Value @ 30

170

17

3

187

Total

170

17

187

In the end, every time an individual was able to claim input tax credit, the sale price for him

reduced and the cost price for the person buying his product reduced because of a lower tax liability.
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The final value of the shirt also therefore reduced from Rs. 214.5 to Rs. 187, thus reducing the tax

burden on the final customer.

So essentially, Goods &amp; Services Tax is going to have a two-pronged benefit. One, it will reduce

the cascading effect of taxes, and second, by allowing input tax credit, it will reduce the burden of

taxes and, hopefully, prices.

Summing Up

The idea behind having one consolidated indirect tax to subsume multiple currently existing

indirect taxes is to benefit the Indian economy in a number of ways:

• It will help the country’s businesses gain a level playing field

• It will put us on par with foreign nations who have a more structured tax system

• It will also translate into gains for the end consumer who not have to pay cascading taxes

any more

• There will now be a single tax on goods and services

In addition to the above,

• The Goods and Services Tax Law aims at streamlining the indirect taxation regime. As

mentioned above, GST will subsume all indirect taxes levied on goods and service, including

State and Central level taxes. The GST mechanism is an advancement on the VAT system,

the idea being that a unified GST Law will create a seamless nationwide market.

• It is also expected that Goods and Services Tax will improve the collection of taxes as well

as boost the development of Indian economy by removing the indirect tax barriers between

states and integrating the country through a uniform tax rate.

Is GST a snag for Federalism?.

101st constitutional amendments act that insert article 279A into the constitution and led the

foundation of GST council.GST council works on the principle of cooperative federalism. But

whether in the name of cooperative federalism there is incursion into the financial autonomy of the

states is the matter of discussion.

In favour

1. The constitution has provided for clear division of legislative, executive and financial power

among center and states. GST has limited the financial power of states in its jurisdiction in

indirect taxes.

2. The states now have to depend upon GST council for any changes in indirect taxation system.

3. The decision in GST council has to be taken by 75% votes with center having weightage of one

third votes. It may undermine the aspiration of few states.

4. It is against the decentralization principle which the government is working on.

Against

1. Our constitution is flexible to meet the needs of changing circumstances.

2. 101st Constitutional amendments act carried on with the provision of special majority so as not

to modify the constitution irrationally.
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3. GST council has kept alcohol, petroleum and diesel outside the purview of GST which accounts

for major revenue for the states.

4. A uniform taxation throughout the country will improve the ease of doing business and remove

the bottleneck in carrying business which will benefit the states which the previous system was

lacking.

5. There is provision of compensation for the states for five year in case of any losses.

6. The GST council has only subsumed the current indirect taxes and has not debarred any states

for finding any new source of revenue.

7. The voting power of states in GST council is two third. Hence the center can't undermine the

financial autonomy of majority of the states.

8. The center has already devoluted 42% of tax collection to states and left it on the states to

decide upon the manner in which they want to spend on their requirement. It has provided more

financial autonomy to the states already.

9. In most other countries with GST like Australia, Argentina etc only one government collects the

GST but in India both the centre as well as the 29 states has the right to collect their due

portions of GST.

Hence it can be said that in order to meet the need of changing circumstances the

constitution need to be amended from time to time. The GST has undermined some financial

autonomy of the states but at the same time it has provided for proper remedy.



Call: us: 09884554654



IAS Express – a monthly current affairs booklet



Political Science, Sociology, General Studies, Essay &amp; CSAT



5



430+ Selections in 13 Years



RajasirIAS.com



JULY 2017



CrackingIAS.com



2. ECONOMY

2.1



CVC can now probe corruption cases in private sector banks



• The Central Vigilance Commission (CVC) can now probe allegations of corruption in private

sector banks and against their employees.

• In this regard, the Reserve Bank of India (RBI) has given the necessary approval to the CVC.

Issue

• The move comes after the Supreme Court last year ruled that the chairman, managing directors

and other officers of a private bank could be seen as public servants when it came to the

Prevention of Corruption (PC) Act, 1988.

• The apex court had said all officials working in banks operating under an RBI license would be

defined as public servants under the PC Act. It had said bank employees, private or public, were

on public duty and therefore came under the law.

• The Supreme Court had also referred to Section 46A of the Banking Regulation Act and said that

such bank officials were considered public officials.

CVC

• Central Vigilance Commission (CVC) is an apex Indian governmental body created in 1964 to

address governmental corruption.

• It has the status of an autonomous body, free of control from any executive authority.

• It is charged with monitoring all vigilance activity under the Central Government of India,

advising various authorities in central Government organizations in planning, executing,

reviewing and reforming their vigilance work.

• It was set up by the Government in February,1964 on the recommendations of the Committee

on Prevention of Corruption, headed by Shri K. Santhanam, to advise and guide Central

Government agencies in the field of vigilance.

• It submits its report to the President of India.

• CVC is advisory body.

Members

• A Central Vigilance Commissioner – Chairperson;

• Not more than two Vigilance Commissioners – Members;

Appointment

• The Central Vigilance Commissioner and the Vigilance Commissioners shall be appointed by the

President on recommendation of a Committee consisting of the Prime Minister (Chairperson),

the Minister of Home Affairs (Member) and the Leader of the Opposition in the House of the

People (Member).

• Their term is 4 years or 65 years, whichever is earlier.
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Removal

The Central Vigilance Commissioner or any Vigilance Commissioner can be removed from

his office only by order of the President on the ground of proved misbehavior or incapacity after the

Supreme Court, on a reference made to it by the President, has, on inquiry, reported that the Central

Vigilance Commissioner or any Vigilance Commissioner, as the case may be, ought to be removed.



2.2



Tax processed foods: FSSAI panel



• An expert panel set up by food regulator FSSAI recently submitted its report to the government.

• The report by the 11-member panel on ‘Consumption of Fat, Sugar and Salt (FSS) and its health

effects on Indian population’ suggests ways to cut consumption of unhealthy food products and

reduce rising burden of chronic diseases like cancer and diabetes.

• The FSSAI had constituted the panel consisting of experts from different fields like medicine,

nutrition and dietetics from well-known medical research and academic institutions.

Significance of the report

• This report will serve as a guideline document for all the stakeholders, including the industry, the

FSSAI and consumers, in reducing consumption of fat, sugar and salt through processed food

products.

Important recommendations made by the committee

• Additional tax on highly processed commodities and sugar sweetened beverages.

• Imposing additional tax on the purchase of commodities such as pre-packaged foods with high

salt and fat content, sugar sweetened beverages, etc. can be a pragmatic approach to reduce their

intake.

• Imposition of excise tax on unhealthy eating products would lead to positive health effects

among population.

• The nutrition-related programmes of the government can be supported through profit from

taxing unhealthy food products.

• Advertisement ban for foods high in FSS during children TV shows or kids TV channels is urged.

In fact, the country should progress towards a total ban law as being done in a few other

countries like Chile.

• Celebrity endorsements of such foods need to be discouraged, adding that online social media

websites should also comply with advertising ban for unhealthy foods.

• Reliable monitoring systems should be there to examine FSS intake periodically at the national

level.

• The industry should be encouraged for “voluntary reformulation” of food products to cut down

FSS intake in packaged food items.

• Like total calories, amount of carbohydrates, sugar, fat, protein, sodium, dietary fibre, amount of

trans-fat added in food should be mandatory for labeling in food products.

Call: us: 09884554654



IAS Express – a monthly current affairs booklet



Political Science, Sociology, General Studies, Essay &amp; CSAT



7



430+ Selections in 13 Years



RajasirIAS.com



JULY 2017



CrackingIAS.com



• On nutrient-specific recommendations, the panel said fats should be largely consumed in the

unsaturated form.

• The consumption of unsaturated fatty acids, especially the long chain mono- and poly

unsaturated-fatty acids, should be encouraged in everyday diets.

Note

• In India, the rising burden of mortality and morbidity due to chronic diseases such as

cardiovascular, respiratory diseases, diabetes and cancers is alarming.

• In the next 25 years, the burden of chronic diseases will tend to increase continuously as a

ramification of the rapidly transitioning food intakes, changing dietary patterns and other lifestyle

factors.



2.3



President’s nod for law on RBI taking action against loan defaulters



• President Pranab Mukherjee has approved an ordinance, Banking Regulation (Amendment)

Ordinance, 2017, with amendments to the Banking Regulation Act, 1949, allowing the Reserve

Bank of India to take timely action against loan defaulters.

• This comes after the Union cabinet recently approved the proposal to amend Section 35 of the

BR Act and sent the ordinance for the President’s approval.

Key measures proposed in the ordinance

• The government may authorise the Reserve Bank of India (RBI) to issue directions to banks to

initiate insolvency proceedings against defaulters under the bankruptcy code.

• RBI on its own accord can issue directions to banks for resolution of stressed assets.

• RBI may form committees with members it can choose to appoint to advise banks on resolution

of stressed assets.

Significance

• Earlier banks couldn’t invoke the insolvency and bankruptcy code due to fear of being

questioned. Now with RBI directing banks to initiate insolvency this will be a transparent and

market-determined approach.

Besides, banks that were part of a consortium found it difficult to trigger bankruptcy proceedings.

This ordinance attempts to solve that problem.

As per a study on urban populations, a salient finding was that Low Income Groups (LIG)

reportedly consumed more fried snacks and sweets than High Income Groups (HIG) and, the

highest consumption of bakery items was in slums.



2.4 Policy for providing preference to domestically manufactured iron &amp;

steel products in government procurement

• The Union Cabinet has approved the policy for providing preference to domestically

manufactured iron &amp; steel products on Government procurement.
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• This policy seeks to accomplish the PM’s vision of ‘Make in India’ with objective of nation

building and encourage domestic manufacturing.

New policy

• The policy mandates to provide preference to Domestically Manufactured Iron &amp; Steel Products

(DMI&amp;SP), in Government Procurement.

• The policy is applicable on all government tenders where price bid is yet to be opened.

• The policy provides a minimum value addition of 15% in notified steel products which are

covered under preferential procurement.

• In order to provide flexibility, Ministry of Steel may review specified steel products and the

minimum value addition criterion.

• While implementing who shall provide the policy, it poses trust on each domestic manufacturer

who shall provide self-certification to the procuring Government agency declaring that the iron &amp;

steel products are domestically manufactured in terms of the domestic value addition prescribed.

• It shall not normally be the responsibility of procuring agency to verify the correctness of the

claim. In few cases, the onus of demonstrating the correctness-of the same shall be on the bidder

when asked to do so.

• In case any manufacturer is aggrieved, a grievance redressal committee set up under the Ministry

of Steel shall dispose of the complaint in a time bound manner, in four weeks.

• There are provisions in the policy for waivers to all such procurements, where specific grades of

steel are not manufactured in the country, or the quantities as per the demand of the project

cannot be met through domestic sources.

Significance of this policy

The policy is envisaged to promote growth and development of domestic steel Industry and

reduce the inclination to use, low quality low.



2.5



Package to resolve NPAs gets Cabinet nod



• The government has cleared a package to resolve the persistent rise in non-performing assets that

is plaguing public sector banks and denting credit growth.

• The package includes an ordinance to amend the Banking Regulation Act of 1949 to empower

the Reserve Bank of India to take more actions to check bad loans.

• Need for reforms

• Bad loans in the Indian banking system have gone up sharply in the last one year.

• According to Reserve Bank of India data, gross NPA, as a percentage of gross advances went up

to 9.1% in September 2016 from 5.1% in September 2015.

• During the same period, stressed assets (which is gross NPA plus standard restructured advances

and write-offs), moved up from 11.3% to 12.3% and some estimates suggested it had doubled

since 2013.



Call: us: 09884554654



IAS Express – a monthly current affairs booklet



Political Science, Sociology, General Studies, Essay &amp; CSAT



9












        

  


      Download july.crackingias

        


        july.crackingias.pdf (PDF, 2.41 MB)

        

        Download PDF


        

    


  




        
  Share this file on social networks

  

  

  
    
      
    
     
  
    
      
    
     
  
    
      
    
     
  
    
      
    
  
  







        
  
  Link to this page

  


  Permanent link

    Use the permanent link to the download page to share your document on Facebook, Twitter, LinkedIn, or directly with a contact by e-Mail, Messenger, Whatsapp, Line..


  
  
  Copy link
  

  

  
      


      Short link

      Use the short link to share your document on Twitter or by text message (SMS)


      
        
          
          Copy link
        

      
      

  


  HTML Code

    Copy the following HTML code to share your document on a Website or Blog


  
  
    PDF Document july.crackingias.pdf
    Copy code
  

  
  



  QR Code to this page

    

      [image: QR Code link to PDF file july.crackingias.pdf]

      


      
  

  
  




This file has been shared publicly by a user of PDF Archive.

Document ID: 0000674137.

 Report illicit content





      

    

  













  
  
    
      
        
          [image: PDF Archive]
        

        
          2023 · 
          Legal notice · 
          Terms of use

          Privacy policy / GDPR ·

          Privacy settings ·

          Contact
          

          Report illicit content · 
          FR · 
          EN
        

      

    

  





















    