N GsT ON EDUCATION

Tue Economic TiMES

Date: July 27, 2017

Studies Needn’t Be So Taxing

Suresh Srinivasan
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Education, like healthcare, isa pri-
ority area in the development of the
Indian economy. Gol has provided
tax relief to this sector. More specifi-
cally, higher education colleges and
business schools that provide deg-
rees or diplomas recognised by the
government are exempted from the
service tax.

Theservice tax isan indirect tax in
which the service provider collects
the tax on services from the service
receiver and pays it to Gol. While go-

vernment-approved higher educati-
on institutions are outside the pur-
view of service tax, they dohaveto
pay service tax on their inputs,

Consider professors of B-schools
whoare under the ambit of service
tax. The college has to pay service
tax on such input costs, currently
around 15%.

However, B-schools are unable to
claiman ‘input credit’ on such servi-
ce tax paid to the faculty delivering
the courses. The situation is similar
toan organisation that now pays go-
ods and services tax (GST) while sh-
ifting its products from the factory
to its distribution centres located in
different parts of the country. Their
money will remain blocked until the
products are sold. The B-schools’
margins were reduced even in the
previous service tax regime. With
GST, therate of tax applicable for
such input costs has increased from
15% to 18%, further straining the

A degree of concern

financials of B-schools.

But the bigger cause of concern
lies in the other inputs that B-scho-
ols use regularly, such as food cater-
ing, transportation services and
security services provided to stu-
dents. Until now, such services were
outside the ambit of service tax.

With GST, these attract 18% service
tax. So, B-schools now pay 18% of
the total input cost relating tosuch
services butare unable tosecure an
input crediton the same.

The very objective of Gol to pro-
vide afavourable tax regime to the
education sector seems defeated by
suchdisparities. Educational and
coaching institutions will continue
to play acritical role in fulfilling the
objectives, aspirations and dreams
of young Indians.

So, the tax should be zero-rated. To

= provide real benefit to the education

sector;, seamless credit should be
allowed across the supply chain, so
that under GST, the total cost of edu-
cation will be lower than what it was
in the previous tax regime.
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