Goods And Service Tax: An Endeavour
Introduction:
The Goods and Services Tax (GST) is a tax we have to pay every time we buy goods or services. In this system, the consumer pays the final tax but an efficient “input tax credit system” ensures that there is no cascading of taxes (i.e., tax on tax paid on inputs that go into manufacture of goods). Put simply, GST is levied only on the value-added at every stage of production. The price of any input going into production will have a cost and a tax component. The system ensures that when the final tax is calculated, the tax paid on input is taken out and the tax is levied only on the cost of the good produced. It is therefore, also known as value added tax in some countries and trade blocks. The implementation of GST regime has been deferred to April 1, 2011.

An Emergent Story:
The proposed GST,
 an ambitious bid to reform the indirect tax regime, endeavours to streamline the movement of goods across India with a uniform countrywide tax structure, abolishing the current scheme of multiple taxes - central excise, service tax, sales tax, state VAT, surcharges and cess which taken together can be as high as 30%. This, time and again, has been unanimously adjudged to be hindering smooth movement of goods and services, an impediment for the objective to clock double-digit growth.

As the constitution presently demarcates the power between Union and States to formulate even the fiscal legislation on areas of taxation, the main issue that remains to be resolved at priority is integrating these powers at a level which has power to issue GST. In our constitutional framework, the duty of excise (on manufacture of goods), the duty of customs (on imports and exports of goods brought to and out of India), Central Sales  Tax  (tax  on  inter-state  sale  of  goods),  and  Service  tax  (on  delivery  and consumption of intangible services) are levied by Union where as sales tax on sale of  goods within a state, excise duties on alcohol and opium, various cess like mining cess  fees, octroi charges on goods entering to State and entry tax on good brought within local areas are levied and collected by State. Some duties like stamp duties etc. are collected by State though even Union has power to make laws on such subjects like Stamp duties being the subject matter under Concurrent List (List–III) of Seventh  Schedule of  Constitution. Therefore, any GST which tries to levy taxes on various such areas should first clear the hurdle of constitutional allocation of power among states and Unions to make laws pertaining to various fiscal heads.
In order to make the implementation of GST regime hassle free, on May 28, 2010, the UPA government has resolved to amend the Constitution to enable states to have the same powers as the Centre in administering the proposed GST. For this purpose, a new Fourth List is proposed to be created in the Seventh Schedule of the Constitution. Designed to deal exclusively with GST, the Fourth List visualises a governing council
 headed by Union finance minister and comprising state finance ministers as its members. The council will have overriding powers on issues of indirect taxes - neither Parliament nor state legislatures can take an independent view. As of now, there are three Lists - Union, State and Concurrent. While Constitution empowers the states to legislate on matters on the Concurrent List, in case of a dispute, it is a law enacted by Parliament which prevails over those promulgated by state legislatures. 
States, which stand to lose a sizeable part of their revenue to GST, are not ready to countenance this arrangement. For instance Madhya Pradesh state commercial tax department is at loggerheads and has expressed apprehensions that the new system would create more hurdles in the tax collection besides various risks that may creep in as the Centre has wrongly calculated the tax base. It is formally yet not ready to digest the formula given by the Centre. On the contrary, Punjab is ready for implementation of GST by 2011, provided the centre could exclude purchase tax.
 This depicts that only when the states are given a convincible response to their self created theory of “loosing revenue” by the Centre, the former would give their concurrence to GST.
Conclusion:
The GST is proposed to be a comprehensive indirect tax levy on manufacture, sale and consumption of goods as well as services at a national level. Integration of goods and services taxation would give India a world class tax system and improve tax collections. It would end the long standing distortions of differential treatments of manufacturing and service sector. States running in different directions can be managed only by receiving strong collective buy-ins from all political parties. Strong commitment is required to ensure consistent law is implemented throughout the country.  Hopefully, India would walk down this difficult but worthwhile path to create an efficient and transparent indirect tax structure that would help it achieve its desired status in the global marketplace
� Corporate India has always wanted an integrated GST at a national level to avoid the cascading of taxes and to render the business environment more competitive. In the Union Budget for the year 2006-2007, Finance Minister proposed that India should move towards national level GST that should be shared between the Centre and the States. He proposed to set April 1, 2010 as the date for introducing GST.


� Most countries have a unified GST system. India, however, has opted for a dual GST system prevalent in Brazil and Canada. Under the dual GST model, both the centre and states, have the right to levy and collect tax on the sale of goods. Consultations are on between the centre and the state governments through the empowered committee of state finance ministers to finalise the detailed structural framework of the tax.


� The council, as proposed in the Fourth List, will have overriding powers on states so that they don't deviate from the GST regime.


� Purchase tax is the tax charged on the purchase of food grain from Punjab, for the central pool. The state could lose revenue to the tune of more than Rs 1,000 crore if purchase tax was made part of the GST.





