GOVERNMENT OF INDIA
MINISTRY OF FINANCE
DEPARTMENT OF REVENUE
RAJYA SABHA
STARRED QUESTION NO-20
ANSWERED ON-30/11/2021

GST COMPENSATION AFTER 2022
20. DR. V. SIVADASAN:
Will the Mimster of FINANCE be pleased to state:

(a) whether Government is aware of the fact that the projected growth rate of revenue subsumed
for the States during the transition date, which 1s 14%, 1s not attained by any State;

(b) 1f so, whether Government intends to provide the GST compensation after 2022; and

(¢) if not the reasons therefor?
ANSWER

THE MINISTER OF FINANCE
(MS. NIRMALA SITHARAMAN)

(a)to (¢): A statement 1s laid on the Table of the House.
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STATEMENT REFERRED TO IN REPLY TO RAJYA SABHA STARRED QUESTION NO. 20 FOR
ANSWER ON 30™ NOVEMBER, 2021

(a)  to(c): As per Section 18 of the Constitution (One Hundred and First Amendment) Act,
2016, Parliament shall, by law, on the recommendation of the Goods and Services Tax Council,
provide for compensation to the States for loss of revenue arising on account of implementation
of the goods and services tax for a period of five years {from the date of implementation of GST.
During transition period, the States’ revenue 1s protected at 14% per annum over the base year
revenue of 2013-16. Central Government 1s committed for GST compensation to States/UTs for

5 vears as per the Constitutional provision.
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MR. DEPUTY CHAIRMAN: Dr. V. Sivadasan, not present. Any supplementary?

SHRI V. VIJAYASAI REDDY': Sir, the National Institute of Public Finance and Policy has
recommended that four key slab rate system of & per cent, 12 per cent, 18 per cent and
28 per cent can smoothly be replaced with three-tier slab system of 8 per cent, 15 per
cent and 30 per cent without causing any loss of revenue to the exchequer.

| would like to know from the hon. Finance Minister details of steps being taken,
whether such a proposal is accepted and is it advisable to accept such a proposal. |
would also like to know what the Ministry is being contemplating on this.

SHRIMATI NIRMALA SITHARAMAN: Sir, hon. Member has asked a very pertinent
question as regards the GST rates. Although we are talking about compensation in this
question, | take this opportunity to inform the hon. Member, Shri Vijayasai Reddy, that
the GST Council, probably, a year-and-a-half ago, cursorily — it did not go into the
depth — talked about the need for rate rationalization-related discussions. So, three
rates, four-rates-to-two, four-rates-to-one and all that were cursorily mentioned that at
some point in time we need to talk about it, because, when the GST was brought in, very
many factors determined as to why we wanted to have four slabs and so on. The
revenue-neutrality principle also required and we have four rates. But, time has,
probably, come or the GST Council also felt that this has to be taken up in some point in
time. The revenue-neutrality has been upset in some ways. But, at the same time, if
you are talking of one-tax-one-nation, are four slabs required or should there be one
rate? This has been a question which | would presume of the pandemic, the second
wave, issues of compensation, requirement for borrowings and several such factors
have, probably, played in the minds of the Council. | am not speaking for it. But, | am
giving you a sense of what prevailed in the Council. We have been attending to these
meetings. Probably, the very required in detail debate on rate rationalization has not
come up. That is where we are at the moment.

MR. DEPUTY CHAIRMAN: Q No. 21.
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