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Press Release

Gold Industry highlights impact of higher tax levies

Stakeholders to submit a joint whitepaper to government
Economists from India Gold Policy Centre (IGPC@IIMA), National Institute of Public
Finance and Paly (NIPFP) and gold industry share views at Senior Economists
Roundtable

New Delhi. 17 October, 2016The Gold Industry seems to be adtgnder watching the
festival buying season end. The weak consumer demand appears to have been caused
by a multitude of factors such as higher imports dugiry tax, octroi, excise duty and
sales tax (VAT), overakmeral economic slowdown, etc. Stakeholders of domestic gold
sector have been urging the government to address the issues on an urgent basis,
through deliberations. In a Senior Economists Roundtable, jointly organized by India
Gold Policy Centre (IGPC) aNdtional Institute of Public Finance and Pol{biiPFP),
apart from the senior economists, the domestic gold sector stakeholders including
bullion banks, import agencies, star trading houses, logistics service providers; refiners
of dore and scrap goldeyvellery scrap suppliers, manufacturers of jewellery and bars,
wholesalers of jewellery, hallmarking and certification agencies and jewellery retailers
met to share their views with economists and the government.

In a keynote addres$)r. Saurabh Gargloint Secretary (Investments), Department of
902y2YAO ! FTFIFIANRIT aAyAaudNR 2F CAYylIyOS &Kl N
mentioned that working group has been formed to review the current regulatory

policies related to gold.

Prof. Arvind SahayHead Dt / X LLaX ! KYSRIO6FIR YSyiduAz2ySR
customs duty to 10% is an issue. Not only has the increase in prices likely been a factor

in reduction in consumer demand, but it has probably also caused a great deal of
smuggling of gold into the countryt was, however, encouraging to note that the
government appeared committed to bringing more transparency into the industry.

Also, tansactions involving import of gold article from ASEAN countries under FTA
agreement made under concessional duty of @®6ay have become a threat to the
gold sector as it was likely being misused by getting gold articles melted and converted
into bullion bars by unscrupulous players.

In addition, if the GST is levied at 4 to 6% (with the proposed merging of all indirect
taxes) and Customs Duty at 10%, the consumer will need to pay taxes to the extent of
14 to 16% on the purchase of gold. Leading gold industry associations are lobbying for
GST 4 to 5% to the government. After GST kicks in, what would be the price difflerent
of domestic gold prices over international prices? If indeed prices remain at 10% or
more on the upside, this would likely affect the final price of gold to the consumer, and
then this could have a further cascading impact on the industry and consbemavior

and needs policy attention. It would also lead to greater smuggling of gold.



Further, preliminary consumer research across 11 largest gold consuming states in India
with a sample size of 1150 suggests that family functions and festivals are aime m
drivers of gold purchase; that strong sentiments are associated with jewelry in 70% of
the households sampled and that more than 70% of households keep more than half
their jewelry at home¢ and that 90% of the sample had not heard of the Gold
Monetizal A 2y { OKSYS d¢

Director of IIM, Ahmedabadnd Prof Ashish Nandaoted, 6Gold is an important asset,
particularly in IndiaPolicy makers and industry participants recognise the importance of
having thoughtful and clear policies to appropriately regulate and nurture the industry
for social benefit. India Gold Policy Center at [IMéoimmitted to providing impartial
researchbased insights on gold related issues that will contribute meaningfully to the
establishment and implementation of effective gold policy in India."

In his keynote addredsr. Rathin RoyDirector, NIPFP observed that "Gold in India has

been historically nbjust a store of value and a medium of exchange but also an

investment in itself. For this reason, the treatment of gold as a resource requires
unorthodox thinking and careful treatment. India's gold policy is an integral part of our
macroeconomic and ftal toolbox".

India imports 99% of its gold demand in the form of standard gold of 995 purity called
Bullion and mined gold called Dore. India imports standard gold through few licensed
institutions viz. bullion banks, nominated agencies and star tradirayusés.
Subsequently in the valuehain, standard gold moves through about 400,000 bullion
dealers to jewellery manufacturers and gets distributed through 300,000 retailers of
which (13000 are BIS certified) to more about 100 crore unregistered consumghs. H
import duties have been conducive to smuggling of large quantity of gold through
unofficial channels to circumvent payment of custom duty. High import duty is the
reason for gold price variation in India-&swis international markets namely Singappore
UAE, Switzerland and others levy no import duties. The import duty was imposed at a
time (2013) where the CAD was under severe stiessday, the CAD is reporting a
marginal surplus. Therefore, CAD cannot be a reason for continuing the gold duty.

Taxes are levied on each transaction in the entire supply chain from importing
banks/agencies to consumers in multiple forms, be it customs handling charges or
import tariff, excise duty, VAT or cess to the government. Import tariff is published by
RBI every 3 days and importers follow the rate irrespective of the spot exchange rates.
Bullion banks and importers are levied 10% import duty on standard gold of 995 purity
and charge additional 1% VAT on supplying to domestic traders.

The Senior Economists Roualle was participated bRr. Saurabh Gardoint Secretary

(Investments), Ministry of FinancByof. Arvind SahayHead, IGPC, Prof. Ashish Nanda,
SANBOG2N) LLa ! KYSRFEOFRZ tNRFd O9ONNREf 5Q{ 2dz |
Somasundaram, Managing Dite India World Gold Council, Dr. Rathin Roy, Director,

NIPFP, Dr. R. Kavita Rao, Professor, NIPFP, Dr. Ajit Ranade, Corp. Economic Cell, Aditya

Birla Group, Girish Vanvari, Partner & Healthx, KPMG, Johnson Lewis, MD and Head

Sales and Trading, Therik of Nova Scotia, Soumyakanti Ghosh, Chief Economic



Advisor, State Bank of India, Surjit Bhalla, Chairman, Oxus Investments, Dr.
Venkatachalam Shunmugham, Chief Ecomomist, MCX and R.K. Anand Dy. General
Manager (Economist), Punjab National Bank.
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. Reviewing .
1. |18.10.2016 Ecqnomlc Regulatory (diff All edition| English
Times page no
Norms Relateq" .
to gold in all
edition)
Govt
. Reviewing .
Business Mumbai, .
2. | 18.10.2016 Standard Regulatory 06 New Delhi English
Norms Related
to gold
Taxes Adversg
3. | 18102016 _ Hindu | Policies Taking o, | oy egition| English
Business Ling sheen off gold
say experts
FINMINI Pane
Financial Set Review
4 18.10.2016 . gold 02 | All Edition| English
Chronicle
regulatory
policies
Govt
Financial Reviewing
5 18.10.2016 Regulatory 02 | All Edition| English
Express
Norms Related
to gold
Goldpolicy Delhi
6 18.10.2016| The Telegrapk review 10 ' English
Kolkata
underway
Gowvt
Reviewing :
7 18.10.2016 Deccan policies 15 Delhi, English
Herald Bangalore
Related to
gold
Govt
Financial Reviewing
8 18.10.2016 Express Regulatory 13 |Ahmedabal Gujarati
Guijarati Norms Related
to gold




Sr.No Date Publication Headline |Page N¢ Edition | Language
Govt can
lower the
Dainik percentage in Jaipur, .
9 18.10.2016 Bhaskar gold Industry 09 Jalandhar Hindi
Govt Delhi Agra
- Reviewing Rachi,
10 | 18.10.2016 Dainik Regulatory 1213, Dheradun, Hindi
Jagaran 15,09
Norms Relateg Patnag
to gold Chandigarl
Govt New Delhi
Reviewing Bhopol,
11 | 18.10.2016] Nai Dhunia Regulatory 09 Indore, Hindi
Norms Relateg Gwolior,
to gold Bilapur
Govt
Business Reviewing Mumbai
12 | 18.10.2016| Standard Regulatory 18 Delhi, Hindi
(Hindi) Norms Relateg
to gold
Govt
, Reviewing
13 | 18.10.2016 Mlqlday Regulatory 18 Mumbai | Gujarati
Gujarat
Norms Relateg
to gold
Govt
Reviewing
14 | 18102016 bSO | pogulatory | 18 | Mumbai | Hindi
India (Hindi)
Norms Related
to gold
Govt
. Reviewing
15 | 18.10.2016 Nav Gujarat Regulatory 11 |Ahmedabal Gujarat
Samay
Norms Related
to gold
Gold policy
16 | 18.10.2016| Future Keralal review 02 Kochi | Malayalam
underway
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18.10.2016

Janmabhoom

Gold policy
review
underway

08

Kochi

Malayalam

18

18.10.2016

Mangalam

Gold policy
review
underway

02

Kochi

Malayalam

19

18.10.2016

Metro
Vaartha

Gold policy
review
underway

11

Kochi

Malayalam

20
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Morning
News

Gold Industry
Highlights
impact of
higher tax

levies

09

Jaipur

Hindi

21

18.10.2016

Hukumnama
Samachar

Gold Industry
Highlights
impact of
higher tax

levies

05

Jaipur

Hindi

22

18.10.2016

Vir Arjun

Govt
Reviewing
Regulatory

Norms Related
to gold

11

New Delhi

Hindi

23

18.10.2016

Loksatta

Govt
Reviewing
Regulatory

Norms Relateg
to gold

08

Mumbai,
Nagpur,
Pune,
Nashik

Marathi

24

19.10.2016

Dinamani

GoldIndustry
highlights
impact of
higher tax

levies

02

Bangalore

Kanada
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underway
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Govt Reviewing
Regulatory Norms

Related to Gold

New Delhi: The government isre-
viewingtheregulatory policiesre-
lated to gold, a senior official said
on Monday. Joint Secretary in De-
partment of Economic Affairs
Saurabh Garg shared the govern-
ment’s point of view and “mentio-
ned that working group has been
formed toreview thecurrentregu-
latory policies related to gold”.
Garg, according to a release, ma-
de these“comments while spea-
king~at ‘Senior Economists Ro-
_undtable’ organised by India Gold
- Policy Centre and National Insti-
tute of Publie Finance and Policy.
Arvind Sahay, head-IGPC, 1IM-A
said increase in customs duty to 10
% is an issue. “Not only has the in-
creasg in ;Jric&sl ly'been afactor
in reduction in consumer demand,
but it has.probably also caused a
: ngatdea}ofanu;gg!nlgof gaw,into
the country” he said —P’I‘I
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Govt reviews regulatory
policies related to gold

PTI m NewDelhi

The government is reviewing
regulatory policies related to gold, a
finance ministry official said on
Monday. Joint secretary in the
department of economic affairs,

* Saurabh Garg, shared the

government's point of view and said
that areview group had been formed.
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Taxes, adverse policies taking
sheen off gold, say experts

Govt reviewing
policies: official

festival season, experts sald.
The domestic gold in-

end without any glitter, they
sald.

Al @ Senior Economists'
Roundtable, fointly orga-
nised by India Gold Policy
Centre (IGPC) and National
Institute of Public Fnance
and Policy (NIPFP), industry
leaders, economists and ex-
perts sald the weak con-

upandlegmmmeutoad-
dress the issues on an urgent

§

view the current regulatory
policies on gold,

Arvind y, Head of IGPC
at the Indian Institute of
said, "An Increase in customs
duty to 10 per cent is an is-
sue. It was, however, encour-
aging 1o note that the gov

comnlual o ummw
mmm in
industry”

GST

is levied at 4-6 per cent (with
the proposed merger of all
Indirect taxes) and Customs |
duty at 10 per cent, the con- |
sumer will need to pay taxes |
to the extent of 14416 per cent |
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THE ﬁnance mimscty has -
formed a working group to.
review the regulatory poli-
cies related to gold.
Speakmg at a round-
table, Saurabh Garg, joint
secretary (investments), -
the department of econom-
ic affairs, said the govern- -
ment was looking at how
- factors like higher imports
duty, entry tax, octroi, ex-
cise duty and sales tax and
. general economic slow-
down haye weakened the
consumer demand even
during the festive season.
According to the industry;
several factors, including the
10 per cent import duty; ris-
ing smuggling, imports from
Asean countries and appre-
hensions about GST rates
“were affecting the market.
‘Transactions involving
import of gold article from
Asean countries under the
free-trade agreement (FTA)
at 0.96 per cent conces-
sional duty have beconie a

threat thﬂ ald sector as-
it was prob: g mis-
used by getting gald articles

melted and converted into
bullion bars by unscrupu-

_ lous players‘ said Arvind
Sahay, head of IGPC ‘at
IM, Ahmedabad.

If GST is levied at 4-6
pet cent and customs duty ¢
sat ‘per cent, consuiner

: need to pay 14- 16 per |
cent tax on purchase of

gold. The industry is con-_

-cerned about what would

be the price diﬁerenual of .

domeslic gold :




Publication

Media Coverage

:18.10.2016

: AEDITIONS

FINANCIAL CHRONICLE

'GST council to
take up new tax
structure today

FC Policy Bureau
New Delhi

AMIDST growing demand
to keep standard goods and
services tax (GST) rate at
18 per cent, the GST coun-
cil will hold a 3-day meet,
starting Tuesday, to decide
the rate structure for the
new indirect tax regime,
which seeks to subsume
most indirect taxes and turn
India into a common mar-

ket.

The standard GST rate
would apply to most goods
and services, about 60-70
per cent, with higher tax
rate for sin goods and lower
rates for essential com-
modities.

Besides, the joint forum
of the centre and the states
that is headed by finance
minister Arun Jaitley would
decide a compensation for-
mula and administrative
control over service tax as-
sessees after the scheduled
rollout of GST from April 1.

The meeling is crucial,
as the council has set No-
vember 22 as cutoff date to.
resolve all key issues for
smooth implementation of
the new tax system.

Among various issues, a
consensus on tax structure,
slabs and exemption list is
most challenging given dif-
ferent viewpoints by states.
A consensus is yet to be

reached on a revenue neu-

tral rates (RNR), which
would ensure current rev-
enue flow is maintained.
For instance, Kerala has
proposed a RNR of 24 per
cent while Bengal has been
maintaining that a high rate
would lead to leakages.

' The RNR block

m Kerala has proposed a
24% RNR, while Bengal
has been saying high rate
would lead to leakages

m Subramanian-headed
panel in December
suggested that RNR be
kept at 15-15.5%

m The New Delhi-based
NIPFP suggested a slab
of 23-25 per cent in its
report

A panel headed by chief
economic adviser Arvind
Subramanian  suggested
last December to keep RNR
at 15-15.5 per cent. He had
proposed different rates for
essential goods (12 per
cent) and sin goods like to-
bacco products (40 per
cent). For the remaining
items, he suggested a stan-
dard rate in the 16.9- 18.9
per cent band.

But a report by New
Delhi-based national insti-
tute of public finance and
policy (NIPFP) has suggest-
ed a slab of 23-25 per cent.

In its second meeting,
held last month, the GST

-council had finalised area-
based exemptions and how
11 states, mostly in the
northeast and hilly regions,
will be treated under the
new tax regime. As it had
decided to further deliber-
ate the issue of control over
service tax asgessees, the
council would take up this
vexed issue tomortow.

The finance minister has
reiterated that the decision
pertaining to GST would be
taken with consensus.
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Page no. : 02

Quick view

(_s_ovtTeA\A/iewing regulatory
policies related to gold

The government is reviewing the regulatory
policies rélated to gold, a senlor finance
mintstry officiai said on Monday, Joint
secretary In the Department of Economic
Affairs Saurabh Garg shared the government’s
point of view and “mentioned that a working
group has been formed to review the current
regulatory policies related to goid™, Garg,
according to a release, made these comments
while speaking at ‘Senior Economists
Roundtabie* jointly organised by India Gold
Policy Centre (IGPC) and Natfonal Institute of
Public Finance and Policy (NIPFP).
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Gold polic
review

underway

OUR SPECIAL

New Delhi, Oct. 17: The gav-
crnment is reviewing the regu
latory policies cn geld as the
importof the yellow metal has
dipped toa decade low of $7.2
billion in the first half of 2016~
17.

High import duties, strict
disclosure norms for jewellery
purchase, a jewellers’ strike
and government efforts to un-
carth black moncy have hit
the imports of the yellow
metal.

“A working group has been
formed to review the current
regulatory policies related to
gold,” Saurabh Garg, joint sec-
refary in the department of
economic affairs, said at a
round table of senior econo-
mists crganised by the India
Gold Palicy Centre(IGPC) and
the National Institute of Pub-
lic Finance and Policy
(NIPFP).

An import duty of 10 per
cent was imposed on gold in
2013 when the current account
deficit was under severe
stress. Ballooning imports of
the yellow metal had pushad
the current account deficit
(CAD) o 4.8 per cent of the
gross domestic product (GDP)
in 2012-13 from 4.3 per centin
the previous financial year.

CAD of $277 million, or 0.1
per cent of GDP in the April-
June cuarter this fiscal —
same as in the preceding quar-
ter — has put to rest expecta-
tionsof asurplus.

Icra expects a current ac-
count deficit of $20-25 billion
in 2016-17 compared with $22
billion in 2015-16.

Arvind Sahay, head of the
IGPC, said the increase in cus-
toms duty to 10 per cent was a
concern. “Not only has the in-

METAL ALERT
The concern 72 .3
il

decade low of $7.2bn in
the first half of 2016-17

®Demand subdued

The factors

e High import duties

e Strict disclosure norms
while buying jewellery

e Jewellers’ strike

eGovt efforts to uneartn
black monay

crease in prices been a likely
factor for low ccnsumer de-
mand, but may have also
caused & great deal of smug-
gling of gold into the country,”
Sahay said at the event.

According to Sahay; if GST
is levied at 4-6 per cent along
with a customs duty of 10 per
cent, consumers will need to
pay 14-1€ per cent taxes cn the
purchase of gold.

“If indeed prices remain at
10 per cent or more on the up-
side, this is 1ikely to affect the
final price of gold for the con-
sumer, and then this could
have a cascading impact on
the industry and consumer be-
haviour and needs policy at-
tention. It would also lead to
greater smuggling of gold,”
Sahay said.

Rathin Roy, director at the
NIPFP, abserved that gold in
India had been historically not
just a store of value and a
medium of exchange but also
an investment.

“Thetreatment of gold asa
resource requires unorthodox
thinking and careful treat-
ment. India’s gold policy is an
integral part of our macroecc-
nomic and fiscal toolbox,” he
said.
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‘Govt reviewing policies related to gold'

NEW DELHI, P The gov- -
ernmentis reviewingthe
regulatory policies related .
to gold, a senior finance
ministry official saidon: -
Monday.

Joint Secrctarv in Depart—
ment of Tconomie Atfairs
Saurabh Garg shared the goy-
ernment’s point of view and

view the current regulatory
policiesrelatedto gold”.

Garg, aocordmgmamluasc' ;

made these commients swhile

speaking at ‘Senior Econonmists

- Roundtable’ jointly organised
| by India Gold Policy Centre

| (JGPC) and National Tnstifite

of Public Finance and Pohcy
| NIPFP).. . .

mentioned that “working
group has been. lormed ta're:,

Worlqng group formed to.
review current pohaes

Arvind Sahay, H.ead IGPC

TIM-Alhmedabad said that in-

creasein customs duty ta 1()%

. isan issue.

“Notunlyhasfhe mcreascm

priceslikelybeenafactorinre- |

duction in consumer demand,’
“butit has probablyalso caused
“a preat deal of s'mugglmg of

gold into the countey e said. B

Apart from the scnior econ-  §
~omists, the domestic gold sce-

tor stakeholders including bul-
lion banks, impart agencies,
refiners, manufacturers ofjew-

_ellery and bars, and whole-

salers of jewellery participated
inthe seminar. |~
The release further s.nd ﬂldL

‘the gold industry“seems to be

aby-stander” watching the fes-

- tival buymg Seasuit cnd.

The woak consumcr de-

mand appears to have been

“caused byamuluwdeoﬂactors !

such as higher imports duty,
entry tax, Octroi, excise duty
and sales tax (VAT), averall
general economic slowdown.
Stakeholders. the release
added, hwe bfen urgmg ‘the

aovernment to address the is-

‘sues on an’urgent basis,

throngh defiberations.
+ The stakeholders would also

be submitting a juint wlutepa»

per to the government. -
Rathin Roy, Director, NIPFP,
observed that gold in India has

: bcc'n hmomally ‘ot Justastore

< and customs duty at 10%:;

of valtie and a medmm of ex-|
change but also an investment
initself. - {

“For this reason, the treat-
ment of gold as a resource re-
quires unorthodox thinking:

‘and careful treatment. India’s
- gold policy is an mtcgra] part.

of our macroeconomicandfis-
caltoolbox,” he said.
Therelease furthersaid that

il the GST is levied at 4 to 6%

the
consumerwill need to paytax-
es to the extentof 141016% on |
the purchascofgold.,
#If indeed prices remain at
10%or mare on theupside, this
would likely affect. the final
price of gold to the consumer,

_ and then this could have a fur

ther caseading impact on the
mdusm and consumer behav-
ior and needs policy attenuon.
It would also lead to greater
smu gglmg of gold “itsaid.

PT1
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sovt Reviewing Regulatory Norms
Related to Gold

New Delhi
PTI
The government is reviewing the regulatory policies related to gold, a
senior official said on Monday. Joint Secretary in Department of Economic Affairs
Saurabh Garg shared the government's point of view and “mentioned that
working group has been formed to review the current regulatory policies related
to gold*®.

Garg, according to a release, made these comments while speaking at * Senior
Economists Roundtable' organised by India Gold Policy Centre and MNational
Institute of Public Finance and Policy.

Arvind Sahay , head-IGPC, IIM-A said increase in customs duty to 10 % is an
issue. “Not only has the increase in prices likely been a factor in reduction in
consumer demand, but it has probably also caused a great deal of smuggling of

gold into the country ,* he said.
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Apart from the senior economists, the domestic gold
sector stakeholders including bullion banks, import agencies, refiners, manufacturers of jewellery

and bars, and wholesalers of jewellery par in the seminar.

The release further said that the Gold Industry "seems to be a by-stander” watching the festival
buying season end

The weak consumer demand appears to have been caused by a multitude of factors such as
higher imports duty, entry tax, octroi, excise duty and sales tax (VAT), overall general economic

slovwdown

Stakeholders, the release added, have been urging the government to address the issues on an
urgent basis, through deliberations

The stakeholders would also be submitting a joint whitepaper to government

Rathin Roy, Director, NIPFP observed that gold in India has been historically not just a store of
value and a mediurm of exchange but also an investment in itself

“For this reason, the treatrment of gold as a r
treatment. lndia !

source requires unorthodox thinking and c:
= gold policy is an integral part of our macroeconomic and fiscal toolbosx,

he said

The release further said that if the GST is levied at 4 to 6 per cent and Custorms Duty at 10 per
cent, the consumer will need to pay taxes to the extent of 14 to 16 per cent on the purchase of gold

040> D1

“If indeed prices remain at 10 per cent or more on the upside, this would likely affect the final price
of gold ta the consumer, and then this could have a further cascading impact on the industry and

consumer behavior and needs policy attention. It would also lead to greater smuggling of gold," it 4|
said

(This story has not been edited by Business Standard staff and is auto-generated frorm a
syndicated feed )
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Taxes, adverse policies taking sheen off gold, say
experts
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AHMEDABAD, OCTOBER 17: Current regulatory policies and higher tax regime have taken the
sheen off the yellow metal, which is seeing subdued consumer demand even after the onset of the
festival season, experts said.

The domestic gold industry has remained merely a bystander watching the festival buying coming to its
end without any glitter, they said.

At a Senior Economists’ Roundtable, jointly organised by India Gold Policy Centre (IGPC) and
National Institute of Public Finance and Policy (NIPFP), industry leaders, economists and experts said
the weak consumer demand may be due to manyfactors such as higher imports duty, entry tax, octroi,
excise duty and sales tax (VAT) and the overall economic slowdown.

The stakeholders called upon the government to address the issues on an urgent basis.

Working group formed

Speaking at the roundtable Saurabh Garg, Joint Secretary (Investments), Department of Economic
Affairs, Ministry of Finance, said a working group has been formed to review the current regulatory
policies on gold.

Arvind Sahay, Head of IGPC at the Indian Institute of Management - hmedabad, said, “4n increase in
customs duty to 10 per cent is an issue. It was, however, encouraging to note that the government
appeared committed to bringing more transparency in the industry.”

GST regime

Under the Goods and Services Tax (GST) regime, if tax is levied at 4-6 per cent (with the proposed
merger of all indirect taxes) and Customs duty at 10 per cent, the consumer will need to pay taxes to
the extent of 14-16 per cent on purchase of gold. Gold traders are pitching for GST rate of 4-g per cent.

Leam More

Start Your Own Business In 2 Days
Sub Broker NSE & MCX-Zero Deposit & No Registration Fees

Ashish Nanda, Director, IIMA, said, “Gold is an important asset, particularly in India. Policy makers
and industry participants recognise the importance of having thoughtful and clear policies to
appropriately regulate and nurture the industry for social benefit.”

(This article was published on October 17, 2016)

Post Comment
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the weak consumer demand may be due to manyfactors such as higher imports duty, entry tax, octroi,
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Affairs, Ministry of Finance, said a working group has been formed to review the current regulatory
policies on gold.

Arvind Sahay, Head of IGPC at the Indian Institute of Management - hmedabad, said, “4n increase in
customs duty to 10 per cent is an issue. It was, however, encouraging to note that the government
appeared committed to bringing more transparency in the industry.”
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Under the Goods and Services Tax (GST) regime, if tax is levied at 4-6 per cent (with the proposed
merger of all indirect taxes) and Customs duty at 10 per cent, the consumer will need to pay taxes to
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Panel set up to review gold
regulatory policies

By Sangeetha G. Oct 17 2016 , Chennai
Tags: Policy

Import duty, rising smuggling, imports from Asean countries and
apprehensions about GST rates were affecting the market

The finance ministry has formed a working group to review the regulatary
policies related to gold.

Speaking at a roundtable, Saurabh Garg, joint secretary {investments), the
department of economic affairs, said the government was looking at how
factors like higher imports duty, entry tax, octroi, excise duty and sales tax
and general economic slowdown have weakened the consumer demand
even during the festive season.

According to the industry, several factors, including the 10 per centimport
duty, rising smuggling, imports from Asean countries and apprehensions
about goods and services tax (GST) rates were affecting the market.

Transactions involving import of gold article from Asean countries under the
free-trade agreement (FTA) at 0.96 per cent concessional duty have become
athreat to the gold sector as itwas probably being misused by getting gold
articles melted and converted into bullion bars by unscrupulous players,
said Arvind Sahay, head of IGPC, at lIM, Ahmedabad

If GST is levied at 4-6 per cent and customs duty at 10 per cent, consumer
will need to pay 14-16 per cent tax on purchase of gold. The industry is
concerned about what would be the price differential of domestic gold prices
over il prices after itation of GST. If prices remain higher
by 10 per cent or more, it would lead to greater smugagling of gold

Industry watchers also pointed to the lack of awareness about the
government gold schemes amang people. “Preliminary consumer research
across 11 largest gold consuming states suggests that family functions and
festivals are main drivers of gold purchases and strong sentiments are
associated with jewellery in 70 per cent households. Over 70 per cent
households keep more than half of their jewellery at home and 90 per cent
ofthe people surveyed had not heard of the gold monetisation scheme,”
said Sahay.

They urged steps like clear policies to nurture the industry. "Gold is an
important asset, particularly in India. Policymakers and industry participants
recognise the importance of clear policies to appropriately regulate and
nurture the industry for social benefit" said lIM-Ahmedabad director Ashish
Nanda

The meeting was jointly organised by the India gold policy centre and the
national institute of public finance and policy.
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Industiy players have been urging the government to address the gold
related issues on an urgent basis

New Delhi: The government is reviewing the regulatory policies
related to gold, a senior finance ministry official said today. Joint
Secretary in Department of Economic Affairs Saurabh Garg shared
the government's point of view and "mentioned that working group
has been formed to review the current regulatory

polici

related to gold".

Garg, according to a release, made these comments while speaking
at 'Senior Economists Roundtable' jointly organised by India Gold
Policy Centre (IGPC) and National Institute of Public Finance and
Policy (NIPFP).

Arvind Sahay, Head IGPC, IIM-Ahmedabad said that increase in
customs duty to 10 per cent is an issue. "Not only has the increase
in prices likely been a factor

in reduction in consumer demand, but it has probably also caused
g

a great deal of smuggling of gold into the country,” he

Apart from the senior economists, the domestic gold sector
stakeholders including bullion banks, import agencies, refiners,
manufacturers of jewellery and bars, and wholesalers of jewellery

participated in the seminar.

The release further said that the Gold Industry "seems to be a

by-stand
consumer demand appears to have been caused by a multitude of
factors such as higher imports duty, entry tax, octr
and sales tax (VAT), overall general economic slowdown.

watching the festival buying season end. The weak

oi, exc

se duty

Stakeholders, the release added, have been urging the government
to address the issues on an urgent basis, through deliberations.

The stakeholders would also be submitting a joint whitepaper to

government.

Rathin Roy, Director, NIPFP observed that gold in India has been
historically not just a store of value and a medium of exchange but
also an investment in itself,

“For this reason, the treatment of gold as a resource requires
gold policy is an

integral part of our macroeconomic and fiscal toolbox,” he said.

unorthodox thinking and careful treatment. India

The release further said that if the GST is levied at 4 to 6 per cent
and Custom

Duty at 10 per cent, the cor

sumer will need to pay

taxe

to the extent of 14 to 16 per cent on the purchase of gold.

“If indeed prices remain at 10 per cent or more on the upside, this

would likely affect the final price of gold to the consumer, and then
this could have a further cascading impact on the industry and
consumer behavior and needs policy

attention. It would also lead to greater smuggling of gold," it said.
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