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GST ratereductions
too little, too late

edecision ofthe Goodsand Services(GST) Council
I toreducetaxrates forsome Covid-related medicines
and equipmentiswelcome, butitistoolittle, toolate.
Even that little would have made a difference for many
when the pandemic situation was much worse than it is
now. The GST on some medicines has been waived, and
on others it was reduced from12% to 5%. Oxygen and
some medical equipment will be taxed at 5%, and the tax
on ambulances has been cut to 12% from 28%. Though
some state governments had demanded a tax exemption
forvaccines, they did notinsistonitbecause the Centre will
now be buying 75% of the requirement and distributing it
for freetostates.

The demand for tax exemptions and reductions had
beenmade from the beginning of the Covid pandemicover
a year ago. The government, already short of revenues,
resisted and arguments were made
against effecting the exemptions
and reductions — making too many
changesin tax ratesis not advisable
becausetaxpayers, whetherindivid-
uals or businesses, look for stability
— =1 inataxsystem;makingsuchchang-
= esforalimited period is nota good

; practice; zero-rating of these items
Relief was would have called for an amend-
needed when ment of the GST Act; exemptions

: would hurt manufacturers because
pa!ldemlc —— theywould not thenbe ableto claim
atits peak input tax credit. These may have
beenvalid in normal circumstances
but not in an emergency situation when the health and
lives of so many are at stake. All these were technical in
nature and there was enough time for the government to
getaround them. Exemptions and lower taxes, effected at
the right time, would have reduced the burden on many
peoplewhosoughttreatment. Medical capacity could have
beenaugmentedinalow-taxenvironment, and thatwould
have helped, because apart from the prices, shortage of
Covid-related items was a major problem for many. Even
now, the tax relief is only till September. A longer term of
reliefwould have been better because itisuncertain when
the pandemicwould end.

Thoughthe GST Councilmeeting washeldonlytotakea
decision on tax relief, some otherissues were sought to be
raised at the meeting. Some states wanted the GST com-
pensation period tobeextended beyond 2022 because they
think that the damage done by Covid will continue. The
matter is bound to be discussed in the coming months. An
early decision on it will help both the Centre and the states
in planning their post-Covid finances.




