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demonetisation effect on state revenues
GST likely to miss the 1st Apr 2017 deadline

Ranjeet Mahtani and Sweta Rajan

The Goods and Services Tax Council
(https://www.thedollarbusiness.com/news/gst-rollout-april-1-2017-a-daunting-
target-for-jaitley/48940) (Council) met on 3  and 4  January, 2017. Though
some progress has been made at the meeting, various points continue to remain
open to discussion. The possibility of missing the 1 April, 2017 deadline seems
greater, even though the next meeting of the Council is scheduled for 16
January, 2017. 

During the meetings of the Council, the provisions of the model IGST law were
discussed, and ten out of eleven chapters were approved. A consensus on the
issues of dual control, cross empowerment and jurisdiction (by the Centre or
States) over territorial waters (especially in the context of coastal States)
continues to prove elusive. On the issue of who (Centre or States) should have
the jurisdiction to tax inter-state movement of goods the Law Ministry’s view is
that the Centre will have full powers to tax inter-state movement of goods, which
has not gone down well with the States. This topic has hence been referred to the
Attorney General of India for his views.  As a first, these meetings of the Council
earlier this week also saw presentations and representations by industry and
trade, including IT, telecom, banking and insurance. 

(https://www.thedollarbusiness.com/exim-maps)
Exports in the GST regime (https://www.thedollarbusiness.com/news/exporters-
to-get-refund-within-7-days-under-gst/49046) will be zero-rated, though a
potential cash flow issue as regards input taxes will arise. Mrs. Nirmala
Sitharaman, the Minister of State for Commerce, has urged the Council to refund
90% of such taxes within 7 days, and for delay in payment to attract interest from
the Government; the balance 10% will be refundable only after verification. 

rd th

st

th

SIGN IN
(HTTPS://WWW.THEDOLLARBUSINESS.COM/LOGIN)

|

REGISTER
(HTTPS://WWW.THEDOLLARBUSINESS.COM/LOGIN)

state
reven



(https
url=h
deadl
worse
due-
to-
demo
effect
on-
state
reven



(http
mini=
deadl
worse
due-
to-
demo
effect
on-
state
reven
deadl
worse
due
to
demo
effect
on
state
reven



(http
url=h
deadl
worse
due-
to-
demo
effect
on-
state
reven



(http
u=htt
deadl
worse
due-
to-
demo
effect
on-
state

url=h
now-
threa
toyot
with-
big-
borde
tax/4



(http
mini=
now-
threa
toyot
with-
big-
borde
tax/4
now
threa
Toyot
with
big
borde
tax&s



(http
url=h
now-
threa
toyot
with-
big-
borde
tax%



(http
u=htt
now-
threa
toyot
with-
big-
borde
tax%



(https

https://www.thedollarbusiness.com/news/gst-rollout-april-1-2017-a-daunting-target-for-jaitley/48940
https://www.thedollarbusiness.com/exim-maps
https://www.thedollarbusiness.com/news/exporters-to-get-refund-within-7-days-under-gst/49046
https://www.thedollarbusiness.com/login
https://www.thedollarbusiness.com/login
http://facebook.com/sharer.php?u=http%3A%2F%2Fwww.thedollarbusiness.com%2Fnews%2Fgst-deadlock-worsens-due-to-demonetisation-effect-on-state-revenues%2F49058&t=GST+deadlock+worsens+due+to+demonetisation+effect+on+state+revenues
https://plus.google.com/share?url=http://www.thedollarbusiness.com/news/gst-deadlock-worsens-due-to-demonetisation-effect-on-state-revenues/49058
http://www.linkedin.com/shareArticle?mini=true&url=http://www.thedollarbusiness.com/news/gst-deadlock-worsens-due-to-demonetisation-effect-on-state-revenues/49058&title=GST%20deadlock%20worsens%20due%20to%20demonetisation%20effect%20on%20state%20revenues&source=
http://twitter.com/share?url=http%3A%2F%2Fwww.thedollarbusiness.com%2Fnews%2Fgst-deadlock-worsens-due-to-demonetisation-effect-on-state-revenues%2F49058&text=GST+deadlock+worsens+due+to+demonetisation+effect+on+state+revenues
http://facebook.com/sharer.php?u=http%3A%2F%2Fwww.thedollarbusiness.com%2Fnews%2Fgst-deadlock-worsens-due-to-demonetisation-effect-on-state-revenues%2F49058&t=GST+deadlock+worsens+due+to+demonetisation+effect+on+state+revenues
https://plus.google.com/share?url=http://www.thedollarbusiness.com/news/gst-deadlock-worsens-due-to-demonetisation-effect-on-state-revenues/49058
https://plus.google.com/share?url=http://www.thedollarbusiness.com/news/trump-now-threatens-toyota-with-big-border-tax/49059/next_id
http://www.linkedin.com/shareArticle?mini=true&url=http://www.thedollarbusiness.com/news/trump-now-threatens-toyota-with-big-border-tax/49059/next_id&title=Trump%20now%20threatens%20Toyota%20with%20big%20border%20tax&source=
http://twitter.com/share?url=http%3A%2F%2Fwww.thedollarbusiness.com%2Fnews%2Ftrump-now-threatens-toyota-with-big-border-tax%2F49059%2Fnext_id&text=Trump+now+threatens+Toyota+with+big+border+tax
http://facebook.com/sharer.php?u=http%3A%2F%2Fwww.thedollarbusiness.com%2Fnews%2Ftrump-now-threatens-toyota-with-big-border-tax%2F49059%2Fnext_id&t=Trump+now+threatens+Toyota+with+big+border+tax
https://plus.google.com/share?url=http://www.thedollarbusiness.com/news/trump-now-threatens-toyota-with-big-border-tax/49059/next_id
http://www.linkedin.com/shareArticle?mini=true&url=http://www.thedollarbusiness.com/news/trump-now-threatens-toyota-with-big-border-tax/49059/next_id&title=Trump%20now%20threatens%20Toyota%20with%20big%20border%20tax&source=


9/7/2018 GST deadlock worsens due to demonetisation effect on state revenues

https://www.thedollarbusiness.com/news/gst-deadlock-worsens-due-to-demonetisation-effect-on-state-revenues/49058 3/10

Consensus remains to be arrived at as regards the States demand to have sole
administrative control over taxpayers having annual turnover of less than Rs. 1.5
crore, and equal division between the Centre and States for those above this
threshold. This issue has truly proved a thorn in the flesh of GST. 

The Government’s anti-black money
(https://www.thedollarbusiness.com/news/high-customs-duty-taxes-paving-way-
for-gold-smuggling-hareesh-geofin-comtrade-ltd/48984) drive has surfaced as an
additional challenge for the introduction of GST, with some States seeking higher
compensation as a result of demonetisation. States are also demanding an
increase in the number of items on which cess is to be levied, to compensate
States to deal with revenue loss as a result of demonetisation. Such a move will
prove regressive and contrary to the intended GST.
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India’s apparel exports decline 17.78% in March
(https://www.thedollarbusiness.com/news/indias-apparel-exports-decline-1778-
These figure clearly shows that apparel exports are heading towards recession,
said Magu.

Read more (https://www.thedollarbusiness.com/news/indias-apparel-
exports-decline-1778-in-march/51796)

(https://www.thedollarbusiness.com/news/indias-apparel-exports-decline-1778-
in-march/51796)

Exports of passenger vehicle drop 1.51%; two-wheelers up 20% in FY18
(https://www.thedollarbusiness.com/news/exports-of-passenger-vehicle-drop-
Exports of two-wheelers from India were increased by 20.29% in 2017-18.

Read more (https://www.thedollarbusiness.com/news/exports-of-
passenger-vehicle-drop-151-twowheelers-up-20-in-fy18/51793)

(https://www.thedollarbusiness.com/news/exports-of-passenger-vehicle-drop-
151-twowheelers-up-20-in-fy18/51793)
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India’s economy is recovering; to grow at 7.3% in 2018-19: Fitch
(https://www.thedollarbusiness.com/news/indias-economy-is-recovering-to-
India’s economic growth rate is estimated at 6.5% in the current fiscal.

Read more (https://www.thedollarbusiness.com/news/indias-economy-is-
recovering-to-grow-at-73-in-201819-fitch/51670)

(https://www.thedollarbusiness.com/news/indias-economy-is-recovering-to-
grow-at-73-in-201819-fitch/51670)

Apparel output drops 10.4% in Apr-Jan; Industry expresses concern
(https://www.thedollarbusiness.com/news/apparel-output-drops-104-in-aprjan-
The biggest deterrent to the industry’s sentiments has been severe capital
blockage, ..

Read more (https://www.thedollarbusiness.com/news/apparel-output-
drops-104-in-aprjan-industry-expresses-concern/51668)

(https://www.thedollarbusiness.com/news/apparel-output-drops-104-in-aprjan-
industry-expresses-concern/51668)
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Trump now threatens Toyota with big
border tax
Trump threatened Toyota with “big border tax” if shipped Mexico-built cars to the US

The Dollar Business Bureau 

US President-elect Donald Trump has now targeted Toyota Motor Corp
(https://www.thedollarbusiness.com/news/56-indian-firms-feature-in-forbes-
global-2000-list/46681) over its Mexican-manufactured car, threatening the
Japanese car makers to pay “big border tax” if shipped Mexico-built cars to the US
market.

Earlier this month, Trump criticised General Motors
(https://www.thedollarbusiness.com/news/gm-india-aims-to-double-exports-
from-india/46438) (GM) and Ford Motor for manufacturing their vehicles abroad
and shipping them to the US market.  The soon-to-be President had accused
these companies of costing US jobs.

Another Japanese car maker, Nissan Motor Co, could be at a bigger loss if Trump
unveils any tax punishment. Nissan built its plant in Mexico over 50 years ago and
now manufactures more than 800,000 cars. The company exports almost half of
its production to the US, where it also has production plants.
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Japanese automakers produced about 1.4 million vehicles in Mexico in 2015-16,
almost 40% of the country's total production. They plan to increase output to 1.9
million by 2019.

Trump said once he comes into power, he will renegotiate the North American
Free Trade Agreement (https://www.thedollarbusiness.com/news/fdi-not-
sufficient-but-necessary/22140) (NAFTA) between the US, Canada and Mexico,
and will impose as much as 35% tariff on cars exported to the US from Mexico.

All Japanese automakers manufacturing cars in Mexico underlined that they have
no immediate plans to alter operations and that they will watch Trump’s
administration closely and react to the policies Trump adopts.

Trump's criticisms came in the backdrop of Japanese carmaker’s announcement
that they were looking to ramp up their production portfolios in Mexico to enhance
supply of popular, higher-margin sport utility vehicles
(https://www.thedollarbusiness.com/news/ban-on-large-diesel-vehicles-a-
transient-phase-jaitley/46741) (SUV) and trucks to the US.
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R E L A T E D  A R T I C L E S

Exports of passenger vehicle drop 1.51%; two-wheelers up 20% in FY18
(https://www.thedollarbusiness.com/news/exports-of-passenger-vehicle-drop-
Exports of two-wheelers from India were increased by 20.29% in 2017-18.

Read more (https://www.thedollarbusiness.com/news/exports-of-
passenger-vehicle-drop-151-twowheelers-up-20-in-fy18/51793)

(https://www.thedollarbusiness.com/news/exports-of-passenger-vehicle-drop-
151-twowheelers-up-20-in-fy18/51793)

US’ exports to India up 18.7%, trade deficit down 5.9%; still concerns over
tariffs (https://www.thedollarbusiness.com/news/us-exports-to-india-up-187-
India is among the few nations with which the trade deficit of the US has
dropped.

Read more (https://www.thedollarbusiness.com/news/us-exports-to-
india-up-187-trade-deficit-down-59-still-concerns-over-tariffs/51764)

(https://www.thedollarbusiness.com/news/us-exports-to-india-up-187-trade-
deficit-down-59-still-concerns-over-tariffs/51764)
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China imposes tariffs on 128 US products, escalates trade war
(https://www.thedollarbusiness.com/news/china-imposes-tariffs-on-128-us-
The imposition tariffs by Beijing are in response to the 25% on duty on steel and
10% on ..

Read more (https://www.thedollarbusiness.com/news/china-imposes-
tariffs-on-128-us-products-escalates-trade-war/51748)

(https://www.thedollarbusiness.com/news/china-imposes-tariffs-on-128-us-
products-escalates-trade-war/51748)

Trade war may impact India’s exports: ASSOCHAM
(https://www.thedollarbusiness.com/news/trade-war-may-impact-indias-
In the process, the influence of multilateral organisations like WTO is also on the
wane, ..

Read more (https://www.thedollarbusiness.com/news/trade-war-may-
impact-indias-exports-assocham/51711)

(https://www.thedollarbusiness.com/news/trade-war-may-impact-indias-
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