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A new road for India’s fiscal federalism 

1. In Union of India vs Mohit Minerals, the Supreme Court of India delivered a 

ruling which is likely to have an impact far wider than what the Centre might 

have imagined when it brought the case up on appeal.  

2. At stake was the validity of a levy imposed on importers, of Integrated Goods 

and Services Tax (IGST) on ocean freight paid by foreign sellers to foreign 

shipping lines. The Gujarat High Court had declared the tax illegal.  

3. The Supreme Court affirmed the ruling and held that the levy constituted 

double taxation — that is, that the importer, which was already paying tax on 

the “composite” supply of goods, could not be asked to pay an additional tax 

on a perceived “service” that it may have received. 

Just recommendations 

1. In making this finding, the Court proceeded on a technical reading of various 

laws, in particular the provisions of the Central Goods and Services Tax Act. 

That reading, in and by itself, has limited implications.  

2. But the Court also made a slew of observations, which, if taken to their logical 

conclusion by State legislatures, could potentially transform the future of 

fiscal federalism in India.  

3. It held, for instance, that both Parliament and the State legislatures enjoy equal 

power to legislate on Goods and Services Tax (GST) under Article 246A, and 

that the Goods and Services Tax Council’s recommendations were just that: 

recommendations that could never be binding on a legislative body. 

Implications: 

1. Today, because of the ruling in Mohit Minerals, State governments will be 

free to exercise independent power to legislate on GST.  

2. It is possible that this might lead to conflicting taxation regimes, with the idea 

of ‘One Nation One Tax’ rendered nugatory. But as the Court puts it, “Indian 

federalism is a dialogue between cooperative and uncooperative federalism 
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where the federal units are at liberty to use different means of persuasion 

ranging from collaboration to contestation.” 

3. GST was conceived as a product of what some described as “pooled 

sovereignty”. But perhaps it is only in an administrative area, animated by 

contestation, where we can see a synergy between different sovereign units, 

where our nation can take a genuine turn towards a more “cooperative 

federalism”. 

 


