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GST Council extends compensation cess beyond 2022
Extension of cess, a precursor to
borrowing option offered to States
OUR BUREAU
New Delhi, October 5

The GST Council has decided to
extend the collection of cess
under the GST beyond the ori
ginally envisaged ﬁrst ﬁve
years of the system. Cess collec
tions beyond 2022 will be used
to pay the interest on market
borrowings States have been
asked to consider, said Finance
Minister Nirmala Sitharaman.
Compensation cess is levied
on items such as new motor
cars, aerated drinks, pan mas
ala and tobacco and manufac
tured tobacco substitutes, in
cluding tobacco products,
besides coal, briquettes, and
similar solid fuels manufac
tured from coal and lignite
(whether or not agglomer
ated), excluding jet, peat, etc.

Rates vary from product to
product.
Though the time till which
the cess will continue to be
levied is not clear, the proposal
is to extend it up to two years
beyond 2022. Funds mobilised
through the compensation
cess beyond 2022 will mainly
be used to repay borrowings
planned during FY202021 to
meet compensation shortfall.
This extension is being con
sidered as precursor to the bor
rowing option to be exercised.
AG’s views
The proposal for extension was
prepared incorporating the
views of Attorney General KK
Venugopal. Replying to a ques
tion in Rajya Sabha on Septem
ber 20 by Minister of State (Fin

ance), Anurag Singh Thakur
said, “A recommendation by
the GST Council extending the
levy and collection of the cess
beyond ﬁve years under Sec
tion 8(1) of the Act (GST Act),
would require a decision by a
threefourth majority of the
weighted votes.” It is not yet
clear whether the decision was
taken by evolving consensus or
by voting.
The AG explained the reason
to permit an extension in the
duration of the levy and collec
tion of the cess.
Extraordinary times
“This would necessarily imply
that where, on account of ex
traordinary
circumstances
causing a steep fall in GST rev
enues and a shortfall in the
Fund, the States cannot be paid
full compensation during the
transition period, the shortfall
in the payment of compensa
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tion could be made up even
after the transition period of
ﬁve years,” the country’s top
law oﬃcer said.
Venugopal noted a serious
downturn in GST revenues for
both the Centre and States on
account of Covid19. As a result,
the balance in the GST Com
pensation Fund is inadequate
to pay full compensation to the
States, he observed.

Now, there are two provi
sions to deal with this situ
ation. First, is a special rate or
rates for a speciﬁed period to
raise additional resources dur
ing any natural calamity or dis
aster, and the second, is using
the unutilised fund in the Com
pensation Fund.
Increase in rates is not pos
sible at this moment, and the
surplus in the Compensation

Fund has already been distrib
uted to States.
“So, there is a third option:
the GST Council would recom
mend the continuance of the
cess beyond the transition
period of ﬁve years only in a
situation of shortfall during
the transition period, which
would necessitate the raising
of funds for paying the com
pensation after the ﬁveyear
period is over,” said Venugopal,
while giving details of modalit
ies to be adopted.
The Centre estimates a short
fall of ₹3lakh crore in GST col
lection, of which ₹65,000
crore is expected to be bridged
by the collection of Compensa
tion Cess. For the remaining
₹2.35lakh crore, the Centre
wants the States to resort to
borrowing and have given
them two options for this, but
some States are resisting this
move.

Tax on rich can stimulate economy: Stiglitz Amid demand revival, steel firms
OUR BUREAU
Kolkata, October 5

India should look at the possib
ility of raising tax on the “rich”
in order to fund welfare pro
grammes and generate de
mand in order to stimulate its
economy. However, such con
trol over the economy is pos
sible only when the pandemic
is contained, said noted eco
nomist and Nobel Laureate
Joseph Stiglitz.
According to him, the gov
ernment should have looked at
“helping the vulnerable” while
controlling the disease. Enga
ging early would have led to
migrations. Money can be shif
ted “from areas of low impact
to those of high impact”.
“If you can’t raise resources
from say SDRs (special drawing
rights) and so on, then one way
is to raise taxes for the rich. You
(India) have quite a few billion
aires. By doing so, the money
can be diverted to generate
economic activities. This is
what we economists would
call a balanced budget multi
plier,” Stiglitz explained dur
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Nobel laureate Joseph Stiglitz

ing a virtual interactive session
organised by the FICCI on
Monday.
‘Handling of pandemic poor’
“You spend money in ways to
control the pandemic that
helps. The reality is India has
not done well in handling the
pandemic,” he pointed out
while criticising the Lockdown
as not well thought out. People
migrated rendering the exer
cise futile and further spread
ing the virus.
“India is a poster child of
what not to do,” Stiglitz said.
He added that “authorit
arian regimes” like the Trump
administration in the US and
Bolsonaro’s regime in Brazil
too had struggled in dealing

with Covid19. On the other
hand, democracies like New
Zealand and South Korea suc
cessfully controlled the virus
and its spread.
According to Stiglitz, these
“authoritarian regimes” failed
(at controlling the pandemic)
as they have often tried to di
vide societies or shift the
blame on someone else; rather
than accepting faults.
For instance, in the US, Pres
ident Donald Trump blamed
China for the spread of the
virus; withdrew funding to
WHO and so on. In India, PM
Narendra Modi’s regime “has
done the same” by pitching
one religion against another.
Politics of solidarity
“That (religious divide) is the
fundamental division that you
have to get rid of,” he said
adding that the pandemic has
proven in more ways than one
that “you need politics of solid
arity”. According to him, “toler
ance” has been one of the
cornerstones of India’s eco
nomic successes.

hike prices for 4th month in a row
Recovery in auto, white goods sectors helps
companies push prices above pre-Covid levels

SURESH P IYENGAR
Mumbai, October 5

Steel companies have hiked
hotrolled coil prices by ₹2,000
a tonne to about ₹42,500 and
that of wire rods and TMT bars
to ₹42,750 and ₹39,000,
respectively.
The price hike this month is
the fourth consecutive rise as
the domestic demand showed
strong signs of revival. How
ever, the concern still lingers
on a steady increase in Covid
cases after gradual unlocking
of economic activity by the
government.
The recovery in both auto
mobile and white goods sec
tors have helped steel compan
ies push HRC prices above the
preCovid level of ₹42,000 a
tonne.
Since July, steel companies

have increased HRC prices by
₹7,0007,500 a tonne to cover
the rise in raw material prices
partially and bridge the dis
count in domestic prices com
pared to the landed cost of im
ports.
Demand improves
Besides improvement in de
mand from end users, dealers
have also gained the conﬁd
ence to replenish their invent
ory amid tight supply
condition.
Amit Murarka, Research Ana
lyst, Motilal Oswal Research,
said the rise in domestic steel
prices is in contrary to the
trend in China where prices
have fallen by $25 a tonne last
month and are expected to de
cline further this month.
“We believe the domestic

hike underscores the current
strength of demand in India
for ﬂat products and tight mar
ket supply,” he said.
Post the recent hike, do
mestic HRC are priced at ﬁve
per cent premium compared
to the landed cost of imports
from South Korea ($555 a
tonne) and about 10 per cent
premium to imports from
China.
The price trend in China,
post their weeklong national
holidays, would determine the
direction for regional and do
mestic steel prices. If prices in
China do not improve post the
holidays, it will be diﬃcult for
Indian steel producers to hold
costs at a premium over China
as imports will start seeping in,
he added.
NMDC reported a 10percent
rise in sales in September at 2.11
million tonne against 1.91 mt
logged in the same period last
year.
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WTO NEGOTIATIONS

Small fishers ask Centre not
to support curbs on subsidies
AMITI SEN
New Delhi, October 5

Small ﬁshers across the coun
try have asked the Centre not
to support the ongoing ﬁsh
eries negotiations at the
World Trade Organisation
(WTO) as they fear that it
could lead to curbing of the
much needed subsidies for
the community and devast
ate livelihoods.
In a letter to Commerce
and Industry Minister Piyush
Goyal, copied to the Chair of
the WTO's Negotiating Group
on Rules on Fisheries Sub
sidies Santiago Wills, the Na
tional Platform for Small
Scale Fisherworkers, said that
any disciplining of subsidies
should be rejected by India as
the special and diﬀerential
treatment (S&DT) for devel
oping countries may not be
able to provide adequate pro
tection to small ﬁshers.
“Fisheries subsidies, espe
cially to the small scale ﬁsh
eries, relate to livelihood and
environmental concerns. As
such these subsidies cannot
and should not be determ
ined or disciplined on con
siderations of international
trade,” asserted the letter
from NPSSF, which repres
ents ﬁsh workers organisa
tions, both maritime and in
land, in 19 States of India.
The WTO is attempting to
seal a deal on a pact to curb
“harmful’’ ﬁsheries sub
sidies, estimated at $14 bil
lion$20.5 billion annually,
by the end of the year. The
subsidies that are being tar
geted include sops for ﬁsh
ing vessels, nets, fuel and
other inputs oﬀered to poor
ﬁshers in India.
Seeking exemptions
While New Delhi has sought
exemptions for developing
countries with national in
comes below a prescribed
threshold, there is no clarity
yet whether the required
carveouts will be provided.
“Subsidies for small scale

Small fishers argue that such
subsidies relate to livelihood
and should be beyond WTO’s
mandate BLOOMBERG

ﬁsheries have diﬀerent pur
pose and signiﬁcance than
those for the large scale ﬁsh
eries. Therefore, any subsidy
to small ﬁshers for operation
in any waters should be left
out of WTO’s subsidy discip
lines,” the letter added.
Making a case against ne
gotiating ﬁsheries subsidies
for small ﬁshers at the WTO,
the association pointed out
that subsidies for small scale
ﬁshers directly relate to pro
tection and promotion of
sustainable ﬁsheries, em
ployment, food security, nu
tritional status and equitable
distribution of income.
“Thus they are part of ﬁsh
eries management. Manage
ment of ﬁsheries...is beyond
the mandate of WTO,” the let
ter stated.
In last month’s negoti
ations, India’s proposal of ex
empting developing coun
tries with Gross National
Income lower than $5,000
per annum from the pro
posed prohibition on sub
sidies found acceptance with
a number of developing na
tions and LDCs.
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