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TAX COLLECTIONS ROBUST

DIRECT TAXTO GDP RATIO ZOOMS
T05.1% IN APRIL-JUNE 2021

November, tax collections soared to
anotherrecord level of31.19trillion
inJanuary.

genuineinputtax credit claims. In September, the
governmentbroughtin Aadhaar-based GST
registration to prevent fraud — another measure

DESPITE FRAGILE RECOVERY

Direct-tax-to-GDP ratio in the first quarter of
2021-22 increased to 5.14 per cent compared with
3.29 per cent overthe lasttwo years

DILASHA SETH
New Delhi, 3 August

Agovernment’staxcollectionsdepend
onthestate oftheeconomy. When the
coronavirus pandemic hit last year,
India'seconomyshrank 7.3 percentto
pull down corporation and income-tax
collections. Muted goods and servicestax
(GST) collectionsin the first half of the
year forced the government to borrow
and compensate states for their
revenueshortfall.

Thatstory changed from thesecond
halfof2020-21, with tax collections
becomingalmostindependent of
economic performance.

Direct-tax-to-GDPratioin thefirst
quarterof2021-22 increased to 5.14 per
cent, compared with 3.29 per cent over
the last two years, riding on the back of
growth in corporation tax collection and
personal income tax. Direct taxes now
havealargershare of India’s GDPwhen
mostinternational agencies are slashing

the country’s growth forecast for the
current financial year. The trendis
unusual aseconomic growth suffered in
Qlthisyeardueto the second wave of
Covid-19.

GST collections exceeded

Accordingto GST laws, an e-waybill is
mandatory for moving goods valued
abovez50,000. Businesstransactionsofa
month reflectin GST collectionswith a
month’slag. E-way bills fell from 71.2
million in March to 58.7 million in April,
but GST collection in May breached the
-trillion mark.

Corporation tax collections nearly
doubled in thefirst quarter of2021
compared tothe same period last year.
They grew 75 per cent when compared
with the corresponding period in 2019-
20, a pre-pandemic time. Personal

incometax grew by 87 per cent

thel-trillion mark foreight Data sharing inQlof FY22compared tothe
monthstillMay,thoughthe  allows the previous financial yearand
economy’ssupplies — income tax 28 percentin 2019-20.
captured throughelectronic =~ department to Whatexplainstherisein
way bill generation — draw an entire tax collectionsinaslowing
fluctuated. GST collections network diagram economy?

have become almost if a fake bill is Taxdepartment officials
independentofhigh- generated attributeit tobetter
frequencyand compliance and enforcement.

macroeconomicindicators.

In November 2020, there wasamere
4 per cent growth in e-waybill generation
onayear-on-yearbasis, but GST
collections for Decemberwerea record
Z1.15trillion. Sequentially, e-way bill
generation declined in November
compared to October. Ase-way bill
generation improved marginally to 64.1
million in December from 57.7 millionin

Byintroducingdatasharing onincome
tax, customs and GST, the government
cantrackincome mismatches. An official
said theincome tax department could
draw an entire networkdiagram ifafake
bill was generated.

Thelaunch of mandatory e-invoicing
inaphased manner from October 2020
hashelped taxcollection. It has helped
curbfake GST invoices,and ensured

toimprove collection.
Thequestionis:Isthistrend in tax collection
issustainable?

ROBUST GST MOP UP IN SPITE OF

FLUCTUATING E-WVAY BILL GENERATION

GST collections exceeded the F1-trillion mark for
eight months straight till April 2021 though
economic activity, as captured by eway bill
generation, varied in this time
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Direct taxes occupied a biggershare in India's
GDP compared to pre-Covid years
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* Estimated by ICRA Ratings a 24% growth in nominal GDP at
F48 trillion Source: Mospi,(BDT

TAX MOP UP DEFIES
LOCKDOWVN BLUES

Corporation tax collection grew 75% over two years,
compared to 28% growth in personal income tax
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Data does notinclude Securities Transaction Tax and Equalisation Levy
Source: Central Board of Direct Taxes




