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Editorial

India has been witness to large scale and frequent financial and economic reforms ever since liberalization in 
the early 90s. These reforms were necessitated because of the many inadequacies and inefficiencies exposed by 
events like the 1992 security scam or the alarmingly high level of NPAs or perhaps the fatal practice of financing 
fiscal deficits with monetization. The reforms implemented were progressive and smart, however, compulsions 
of coalition politics, the norm of those days, stood like a pillar between the joys of fruits and the common Indian. 
It is perhaps in this context that the scenario of India is different today. A majority single party government has 
gone a long way in helping forward looking and progressive policy shifts take shape in the form of uniform 
taxation, laws on bankruptcy and others. Taxes collected by the Government are for development of nation. The 
entire process is similar to the evaporation of water and its coming back as rain. The rise in expectations is natural 
and the actual effectiveness of governance gives measurable results. If initial results are good, expectations 
rise and the process goes on. Today’s scenario in India is no different. The rapidity of action witnessed in the 
drafting and passing of the insolvency & bankruptcy code and the perseverance and persuasiveness for the 
required constitutional amendment for GST and its subsequent implementation has been breathtaking. It is 
in this context that this special edition of Asia Pacific Finance and Accounting Review is being published.

Editor-in-Chief
Asia-Pacific Finance and Accounting Review

We Shape Futures
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Goods and services Tax 
Indian Taxing system was full diversity and 
differences in the past decades. Several taxes existed 
in India such as  central excise duty, services tax, 
additional customs duty, surcharges, state-level value 

added tax and Octroi. There was a demand for reform 
process in Indian Indirect taxation system since the 
decade of eighty in last century and first of all Modified 
Value Added Tax (MODVAT) was introduced in 
1986. Manmohan singh our former prime minister 
and finance minister under PV Narsimha Rao tenure 
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ABSTRACT
From a long time process was going in the government to overhaul the taxation system of whole of the country. 
All of India was having different taxation structure and multiple taxes existed. Though their was a huge protest 
in implementing the GST in India but ultimately and eventually 
Our central government implemented it from July 2017. Different taxes were abolished and GST was adopted. 
It is already implemented by lot of other countries too. The most striking feature of these system is removal of 
cascading effect. Earlier there was tax on tax resulting into the increase in price. In new system the prices will 
be decreased. Entry tax subsuming will result into the lower cost of production. Manufacturers can claim input 
tax credit on input goods, which seems to be a positive sign for cash flow. Now there is single registration for 
different manufacturing units in same state. Working capital requirement will be increased for production
For traders stock transfer and goods sent to job work are taxable. Currently the GST slabs implemented 
by our government are higher then other countries. This is a debatable issue. As for services the 
overall tax rate is increased. It is another issue. Finance minister while drafting GST, ensured to make 
healthcare services affordable for all the people. There are no taxes on health care services. The number 
of returns that are to be filed have increased a lot, making their management more difficult. GST has 
got two different components. Sale within state, and sale outside state. In sale within state the tax will 
go equally between central and state government. While in inter state transfer of goods and services, 
taxes would be collected by the central government. The impact of GST on macroeconomic indicators 
is likely to be very positive in the medium-term. Inflation would be reduced as the cascading (tax on 
tax) effect of taxes would be eliminated. The revenue from the taxes for the government is very likely 
to increase with an extended tax net, and the fiscal deficit is expected to remain under the checks. 

Key Words

Cascading, Input tax credit, GST slabs, Single registration, Returns, 
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initiated discussions on Value added Tax at the 
state level. A single common “Goods and Services 
Tax (GST)” was proposed in the late of the decade 
of ninety eliminating all other taxes and finally the 
Narendra Modi government enforced it from first 
July 2017. While the protest’s, were going on, against 
it. The GST is governed by a GST Council and its 
Chairman is the Finance Minister of India. Under 
GST, goods and services are taxed at the following 
rates, 0%, 5%, 12% , 18% and 28%.
We can say that Goods & Services Tax Law in India 
is a comprehensive, multi-stage, destination-based 
tax that will be levied on every value addition.
In simple words, GST is an indirect tax levied on the 
supply of goods and services. GST Law has replaced 
many indirect tax laws that previously existed in 
India.

Components of GST
There are 3 applicable taxes under GST: CGST, 
SGST & IGST.
•	 CGST: Collected by the Central Government on 

an intra-state sale (Eg: Within Uttar Pradesh)
•	 SGST: Collected by the State Government on an 

intra-state sale (Eg: Within Uttar Pradesh)
•	 IGST: Collected by the Central Government for 

inter-state sale (Eg: Uttar Pradesh to Haryana)
In most cases, the tax structure under the new regime 
will be as follows:

Transaction New 
Regime

Old 
Regime

Sale within 
the State

CGST 
+ 
SGST

VAT + 
Central 
Excise/
Service 
tax

Revenue will 
be shared 
equally 
between the 
Centre and the 
State

Sale to 
another 
State

IGST Central 
Sales 
Tax + 
Excise/
Service 
Tax

There will only 
be one type of 
tax (central) in 
case of inter-
state sales. The 
Center will 
then share the 
IGST revenue 
based on the 
destination of 
goods.

GST — the unified tax system that is set to 
revolutionize indirect taxation in India— is finally 
here. Some of its key proposed advantages are 

streamlining of tax payments, reduction in tax frauds, 
and ease of doing business. Here is a look at how 
these will play out in the manufacturing domain.

Make In India & Manufacturing
The manufacturing sector in India contributes a mere 
16% to the overall GDP. However, the potential to 
make this a high-growth and high-GDP sector is huge. 
The “Make in India” campaign by Prime Minister 
Narendra Modi makes this possibility real, by giving 
impetus to the sector. Furthermore, PwC estimates 
that India will become the fifth largest manufacturing 
country in the world by the end of 2020. It would be 
interesting to know how the Goods and Services Tax 
or GST impacts this roadmap.

Impact of GST on Manufacturing
GST is one of the key policy changes that will have 
a direct impact on manufacturing establishments. 
So far, the existing complex tax structure has been a 
dampener, resulting in the slow growth of the sector. 
GST is expected to liberate the sector by unifying tax 
regimes across states.
Overall, GST is expected to have a positive impact 
and boost manufacturing.  Here is why:

Removal of multiple valuations will 
create	simplification:	
The old tax regime subjects manufactured goods 
to excise duty, which is calculated differently in 
different states. While some states calculate excise 
duty based on transaction value, others calculate it 
based on quantity. Most manufactured goods’ excise 
duty is currently considered on MRP valuation. This 
creates great confusion in valuation methods. GST 
will usher in an era of transaction-based valuation, 
making calculation of tax much simpler for the 
manufacturer.

Entry tax sub summation will reduce 
cost of production: 
The subsuming of the entry tax for inter-state 
transfers is a key reason for reducing cost of goods 
and services. For example, a supplier of cement from 
Maharashtra to Karnataka was earlier required to 
pay entry tax when the supply crossed the interstate 
border. For Karnataka, the entry tax rate was 5% of the 
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value of the goods. The supplier would pass on this 
additional cost to the customer, resulting in increase 
in selling price. With entry tax being subsumed, the 
supplier need not pay the entry tax rate amount and 
consequently, not charge the customer this amount 
either.

Improved	cash	flows:	
Under the new tax laws, manufacturers can claim 
input tax credit on input goods, which seems to 
be a positive sign for cash flow. SMEs are keenly 
observing the time difference between input tax 
credit and the credit being available.

Single registration process will provide 
ease of registration: 
The old regime required manufacturers to register 
each manufacturing facility separately, even those 
in the same state. GST will simplify the plant 
registration process by allowing single registration 
for all manufacturing entities within the same state. 
Previously, if a brick manufacturer had factories in 
Bangalore, Hubli and Dharwad, each unit had to 
be registered separately. Under GST, all of these 
factories would be jointly registered under the state 
of Karnataka. Of course, different state-entities will 
require separate registrations under GST too.

Removal of cascading will lead to lower 
cost-to-consumer: 
The old tax regime does not allow manufacturers 
to claim tax credit on inter-state transaction taxes 
such as octroi, central sales tax, entry tax etc. This 
results in cascading of taxes—an extra cost to the 
manufacturing company. Manufacturers end up 
passing on these extra costs to the consumer. The 
unified GST regime will eliminate multiple taxes and 
thus lower cost of production; this, in turn, will mean 
lower pricing for the consumer. For example, prior 
to 1 July 2017, SMEs in manufacturing used to pay 
Excise Duty, Central State Tax and sometimes VAT 
too at 12.5%, 2% and 5.5% respectively. With GST in 
effect, they are required to pay 18% in taxes.

Restructuring of supply chain:
To align with the GST law, businesses will be 
required to realign their supply chains. However, 

this is a blessing in disguise. Till date, most supply 
chain structuring has been designed around how 
to manage tax regimes. With a single tax regime, 
this will change, and supply chain structures will 
focus on driving business efficiencies. An example 
is that of warehousing. The old regime demands 
that warehouse management be based on arbitrage 
between varying VAT rates across states. This is 
expected to change to bring in economic efficiencies 
and more customer-centricity going ahead.
Manufacturers, however, are concerned about the 
following aspects:

Increase in immediate working capital 
requirements: 
Branch transfers and depo transfers will be treated 
as taxable under GST; IGST will be applicable on 
these transfers. This increases the requirement for 
immediate working capital. Another reason for 
increased working capital requirements is that the 
receipt of advance is taxable as per GST rules. Also, 
stock transfers are treated as “supply” and hence are 
taxable under the GST regime.

More stringent and elaborate 
transaction management: 
GST aims to achieve better tax compliance. To make 
these possible, manufacturers must work towards 
streamlining existing transactions; this means 
additional resources and costs. For example, under 
GST, credit in respect to an invoice can be taken only 
up to one year of the invoice date. 

Lack of clarity on local exemptions: 
Despite GST being proposed as a unifying platform 
for indirect tax, all the components for manufacturing 
are not yet clear. One such area is localized area-
based exemptions. The old structure provides certain 
exemptions for certain goods in specific states 
(for example the North East or hilly states). Under 
GST, most of these exemptions are likely to be 
removed, resulting in a negative cost-impact on these 
manufacturers. Such companies must reassess their 
financial position in view of such likely changes.
Overall, one can say that the impact of GST on the 
manufacturing sector is positive. It provides a unique 
opportunity to streamline business operations to 
become more compliance and profitability-oriented, 
rather than tax-oriented. It puts power in the hands of 
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business leaders to bring about positive change and 
steer their enterprises on a growth path, powered by 
GST-compliance.

Impact on Traders

Positive Impact on Traders

Composition levy Increased: 
In current regime of taxation the limit under 
Composition Scheme is 40 lakhs where as under 
GST it is increased up to 50 Lakhs. It is beneficial as 
10 lakhs in turnover is a big thing from trader point 
of view.

Credit of Excise Duty and Service tax: 
In current regime of taxation then a trader is not 
eligible to take credit of input service as well as the 
Excise duty. However, in GST regime he will be 
eligible to take all credits and it will make positive 
impact on trader.

No Margin to Disclose: 
Currently a trader who wants to pass on the 
CENVAT Credit of excise duty needs to obtain dealer 
registration and have to disclose the margin. But now 
this is no more relevant as trader is eligible to take 
credit as well as no requirement of separate dealer 
registration.

No Reversal of Credit on goods sent for 
stock transfer: 
Currently as stock transfer is not liable to Vat as 
well as CST hence, credit pertains to goods sent to 
stock transfer needs to be reversed. However, in GST 
Regime stock transfer got made taxable, hence No 
reversal of credit is required.

Credit of CST: 
In current regime of tax, on inter- state purchases 
CST paid became the cost to the trader as the Credit 
was not available where as under GST regime it will 
be available as IGST Credit.

Negative Impact on Traders

Stock transfer made taxable: 
In current regime of tax, stock transfer are not taxable 
on being made available “Form F” where as in current 
regime stock transfer made taxable. Due to this, 
Warehouse decision to be taken more appropriately.

No Form “C”: 
In current regime of tax, on being made available the 
Form C, CST rates charged at the rate of 2% instead 
of 14.5% which is local tax rate, however in GST 
regime interstate will be taxed at standard rate i.e 
IGST.

Goods sent to job work are taxable:
In current regime of tax, the goods sent for job work 
are not liable to CST on being made available of 
Form “H” whereas in Current GST regime it became 
taxable.

Increased burden of Compliances: 
Instead of  4/12 Returns (state wise vary), now a 
trader needs to file 37 returns in year and much more 
compliances.

GST Impact on Service Sector in India: 
Service Sector contributes significantly in export as 
well as provide a large scale employment. India’s 
services sector covers a wide variety of activities 
such as trade, hotel and restaurants, transport, storage 
and communication, financing, insurance, real estate, 
business services, community, social and personal 
services, and services associated with construction.
Some of the Important Areas where the GST Impact 
is Visible:

Government’s Revenue:
Previously, Service tax provisions apply to all over 
India except Jammu & Kashmir because of that 
Central Govt. has no right to collect service tax on the 
services rendered in that part of India but as per the 
Model Goods and Services Tax Law, GST extends to 
all over India including Jammu & Kashmir and also 
allows Central Govt. to collect the service taxes on 
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rendered services in the state of Jammu and Kashmir 
which will eventually increase the Govt. Revenue.

Costlier Services:
In previous tax regime, service tax was applicable at 
the rate of 15% on Services rendered which includes 
0.5% for Swachh Bharat Cess and 0.5% for Krishi 
Kalyan Cess but in the goods and service tax regime, 
it has been extended at 18% making the services 
and works contracts costlier. Revenue secretary 
also mentioned the level of taxation which has been 
increased in the latest implemented GST structure as 
the minister was sure and told that, the service sector 
is under the higher taxation of 18 percent from the 
previous 15 percent in the Goods and services tax 
framework.

Registration of Place of Business :
GST registration rules are rather simple for the 
service providers with operations in one state. They 
are actually liable to get more input tax credits(ITC) 
with less GST compliance burden. But the service 
providers with operations in more than one state has 
some major GST compliance rules to go through.
Most of the service providers with operations in 
multiple states will now have to register in different 
states to be assessed separately in each state. There 
are, however, certain conditions and rules that need 
to be fulfilled for a service provider to register across 
multiple states. If you are also wondering when and 
how do you get a multi-state GST registration, this 
article is to provide information regarding that.

Benefits	To	Healthcare	Services:
Finance minister while drafting GST, ensured to 
make healthcare services affordable for all the people. 
There are no taxes on health care services to make 
them cheap and easily available to all. Healthcare 
services include care and treatment for illness, injury, 
deformity, pregnancy, and abnormality along with 
diagnosis service, patient transportation services, 
also clinical establishment by the hospital, nursing, 
clinic, and sanatorium

GST rates comparison chart on 
services:

Name of ITEM GST 
Rate(%)

Existing 
Rate(%)

Telecom 18 15

Works contracts 12 15

Non AC/alcohol-serving 
restaurants 12 13-14

AC, alcohol-serving 
restaurants 18 22

Five-star restaurants 28 18

Source: GST CAKnowledge

GST rates comparison chart on life style 
and home

Name of ITEM 
GST  

Rate(%) 
Existing 
Rate(%)

Leather bags 28 6
Cell phones 18 6
Yachts 28 18.5
Air conditioners 28 26
Refrigerators 28 26
Storage water heaters 28 26
Dish washing ma-
chines 28 26

Source: GST CAKnowledge

Conclusion: 
There are mixed consequences of the GST system. 
Variations in Indian taxation system were creating 
complexities. A wide range of taxes has come to an 
end in Indian business scenario. Thus smoothening 
the taxation system. The cascading effects could 
lead to decline in prices of goods,  a positive signal. 
The cost of production of goods will be lowered 
thus helping manufacturing sector. Input tax credit 
will provide more liquidity to the manufacturing 
sector. Thus boosting, manufacturing sector. Health 
care services will grow as they are exempted from  
provision of taxation. As tax rates are increased in 
services sector it can impact its growth. More and 
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more business transactions will be recorded thus 
providing more tax to the government. That can be 
used for beneficial work for the Nation. Now the 
GST has brought uniformity to taxation system. As 
we Indians are habitual of older traditional taxation 
system. It will take time to accept the new structure. 
If we talk in terms of uniformity in tax structure 
then definitely our government has achieved it, but 
the government should also pay attention to the high 
slabs of GST. It will hamper the cause of society 
as. Charging high is not in the favor of society and 
industry. In developing, country like India. Services 
should be made more affordable. In case of consumer 
goods also the tax is high. The government should 
restructure it. Then it will be more integrated into 
Indian Economy. 
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INTRODUCTION
GST stands for GOODS AND SALES TAX, which 
in an indirect, comprehensive, multi- stage and 
destination based tax. It came into existence on 1st 
July 2017 and was passed in the LOK SABHA on 
29th March 2017. It was introduced as Constitution 
( One hundred and first amendment) Act 2017, 
becoming 122nd amendment bill. Under GST regime 
tax is levied on every point of sale that will bring 
uniformity in the system. It is the landmark step taken 
by the government with the slogan ONE NATION, 
ONE MARKET, ONE TAX to have transparency in 
transactions, to eradicate corruption and boost the 
GDP of the country.
Price stability means that the general price level in an 
economy does not change much over time. It means 
prices neither go up nor down, there is no significant 
degree of inflation or deflation.  Price stability 
refers to the stable prices in an economy that avoids 
inflationary and deflationary situation in the country 
thereby sustaining and stabilizing price level and 
value of money. Price stability in a developing nation 
like INDIA will foster the growth of our economy 
that gets hampered due to the fluctuations in the 
prices of goods and services in the market. 

COMPONENTS OF GST

Goods Supplied or
Services Provided

Inter State
(Outside the State OR
between two states)

Intra State
(Within the

State)

CGST
(Central GST)

SGST
(State GST)

IGST (Integrated GST)
& Addi�onal Tax*

It is important to understand the components of 
the new framework structure of GST. The current 
indirect tax system give way to dual GST model, 
allowing centre government and state governments 
to simultaneously levy tax on the goods and services 
when the transactions are intra-state. The components 
include-
• CENTRAL GOODS AND SALES TAX (CGST)- 

It is collected by the central government on intra 
state sale. (e.g. sales within Uttar Pradesh)

• STATE GOODS AND SERVICES TAX (SGST)- 
It is collected by the state government on the 
intra-state sale. (e.g. sales within Uttar Pradesh)

• INTERATED GOODS AND SERVICES TAX 
(IGST) – It is collected by the central government 
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ABSTRACT
GST has become a reality on July 1, 2017. This act was passed in Lok Sabha on 29 March, 2017. GST is a 
comprehensive, multi stage and destination based tax that is levied on every value addition. Expectations were 
there that this tax reform will boost Indian economy and huge shift will be seen from unorganized to organized 
sector.
With the launch in GST the question was what will be cheaper, costlier or the prices will remain the same. While 
some products weighed heavily on the pockets but there were certain that has calm down the nerves and in some 
there was no change.
After a lot of deliberation, GST council finalized the rates for all goods and services, which filled the loopholes 
of our system and enables price stability throughout the country by unifying the taxation system. This study 
aims at understanding the impact of GST on price stability and how GST will help in having a same flow of 
price in the Indian economy.
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on the inter-state sale. (e.g. sales between Uttar 
Pradesh and Uttarakhand)

• UNION TERRITORY GOODS AND SERVICES 
TAX (UTGST) – It is collected by the central 
government on the sale with union territories. 

IMPACT OF GST ON GOODS AND 
SERVICES
In INDIA GST is having both positive and negative 
impacts on the prices of the goods and services. The 
prices of certain products increased on the other 
the prices of certain products decreased and there 
many such goods whose prices remained same even 
after the implementation of GST. Government has 
introduced 4-tier tax  structure of 5%, 12%, 18% and 
28%. We can also call it as a 6-tier tax system by 
including 0% and 0.25% in it.
•	 IMPACT OF GST ON GOODS
•	 0%-  Handlooms, kajal, sindoor, bangles,  Prasad, 

newspaper, jute, natural honey, salt, eggs, milk 
etc.

•	 0.25%- Precious stones
•	  5%- Footwear upto Rs 500, apparels upto 

Rs 1,000, coal, postage and revenue stamp, 
medicines, bio gas etc

•	 12%-  Apparels above Rs 1,000, frozen meat 
products,	butter,	cheese,	ghee,	dry	fruits	etc

•	 18%- Footwear above Rs 500 ,  branded 
garments, goodwill, software, pastries and cakes 
etc.

•	 28% - Bidis, chewing gums, pan masala, 
paints, hair shampoos, air conditioners, washing 
machine, aerated drinks, luxury cars etc.

ITEMS THAT GOT CHEAPER
Corn flakes Cheeze
Packaged tea and coffee Ice cream
Flour (packed and branded) Hair oil
Packed paneer Spices 
Sweet Packed curd
Economy class air travel Toothpaste
Soap

ITEMS THAT GOT EXPENSIVE
Cold drink Chewing gum
Chocolate Shampoo
Pastry Television
Fridge Air conditioner
Washing machine Furniture

Watches Banking service
Leasing of cars Professional services
Advertising services Telephone service
Cleaning service Parlour services
Dry cleaning services Security services
Maintenance services Legal services

COMPARISON PRE-GST AND 
POST-GST
The tax structure prior to the implementation of  
GST included  various indirect taxes due to which 
the federal structure of our country was broad. There 
was  chaos and less of transparent transactions due to 
which the corruption was raising. The existing and 
GST rates of some of the items is mentioned  in the 
table for the comparison-
ITEMS GST 

RATE 
(%)

EXISTING 
RATE

Agarbatti, branded paneer, 
branded cereals,

5 0

Butter, ghee, cheese, dry 
fruits

12 6

Leather bags 28 6
Air conditioner, 
refrigerators, storage water 
heaters, dish washing 
machines, furniture, 
exercise machines, 
manicure and pedicure 
sets, perfumes, beauty 
and makeup preparations, 
skincare items, shampoos, 
hair cream, eyelashes, 
false beard, wigs, hair dyes 

28 26

Telecom 18 15
Five-star restaurants 28 18
Cocoa butter, oils, choco-
lates, instant, aroma cof-
fee, coffee and protein 
concentrates, sugar syrup, 
toothpaste, deodorants, 
shaving creams, pianos, 
revolvers, artificial flow-
ers, fax machines, wrist-
watches

                                                                         

28 26

Puffed rice, papad, bread, 
aquatic/poultry/cattle feed, 
salt, bangles (non-precious 
metals)

Exempt 0
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Fountain pen ink, ball pen 
ink, calenders, ayurvedic, 
unani, homeopathic 
medicaments, fruits and 
vegetables juices

12$$ 12

Candles, toothpowder, led 
lights, milk beverages, 
bhujiyas

12 26

Sports goods, spectacles 
lens, bicycles 12 18.5
Household copper articles, 
copper utensils, iron/steel/ 
household articles, iron/
steel/ kerosene stoves

5 18.5

Works contracts 12 15
Non AC/ alcohol serving 
restaurants

12 13-14

AC/ alcohol serving 
restaurants

18 22

Condensed milk, toilet 
paper, hot water bottles, 
locks, helmets, plastic 
products

18 18.5

Fertilizes, tractors 12 18.5

The comparison table above clearly shows what 
impact does GST had o  the prices of different items. 
While the rates on daily use items like sugar, tea and 
hair oil have come down  but on the other hand the 
prices for the luxurious items has been increased. 
Even eating out in five-star hotels will cost us more 
than earlier one. Monthly budget of every individual 
has been affect to some or much extent. The prices 
f the consumer durables has increased to 28% . It 
covers almost 1,200 goods and 500 services whose 
prices are affected, i.e. increased e decreased, and 
many whose prices remains the same.

ITEMS NOT UNDER GST
Apart from schedule III, GST is also not applicable 
on the following, i.e. they are beyond the scope of 
GST:
PETROLEUM PRODUCTS- Petroleum products  
include petroleum crude, petrol, high speed diesel, 
natural gas and aviation turbine fuel. The taxes  of 
these products are attracted as per the structure before 
introduction of GST. According to the recent news,  
GST council is considering to bring the petroleum 
products in the ambit of GST which will stabilize its 
prices by bringing the prices down.

ALCOHOL- Alcohol for human consumption does 
not fall under the purview of  GST in our country. 
Taxes on alcohol continues as per the tax structure 
before the implementation of 
GST.

ELECTRICITY- Electricity does not fall under the 
GST at present in our country.

CONCLUSION
The conclusion drawn from the study is that Price 
stability is directly related to GST. GST through its 
tools of different tax rates will lead to stability in 
the prices and will enable the same flow of prices in 
the Indian economy.  GST has not only brought all 
indirect taxes under one head but it has also converted 
the Indian markets into a single market. Price stability 
in Indian economy will enable faster growth and 
development of the country. Price stability in a long 
run  is important for ongoing and  rapid growth of 
any economy and GST will help us in achieving it.

REFERENCES
Official	and	Government	Publications

1) Annual Report —Ministry of Commerce, 
Government of India, Various Issues

Books, Journals & Periodicals
1)   Business Today
2)   India 2016
3)   Commerce & Trade



10

   Asia-Pacific Institute of Management, Delhi 2019

Asia-Pacific Finance and Accounting Review



11

   Asia-Pacific Institute of Management, Delhi 2019

Asia-Pacific Finance and Accounting Review



Asia-Pacific Finance and Accounting Review

   Asia-Pacific Institute of Management, Delhi 2019

INTRODUCTION
GST stands for Goods and Services Tax. GST will 
be a single consumption tax that will replace existing 

taxes, including Service Tax, Octroi, Sales Tax, Value 
added Tax, Excise Duty etc.
•	 Any businesses which ‘supply’ goods and/or 

services to any person or entity in India will have 
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ABSTRACT

India is notorious for its complex tax system. For new businesses and startups, it becomes impossible 
to navigate through various direct and indirect taxes. Constant changes to taxes like Service Tax are 
making things even worst. But now, the things are set to change with new Goods and service tax – 
commonly known as GST.

Goods	and	Services	Tax	(GST)	is	an	indirect	tax	which	was	introduced	in	India	on	1	July	2017	and	
was applicable throughout India which replaced multiple cascading taxes levied by the central and 
state	governments.	It	was	introduced	as	The	Constitution	(One	Hundred	and	First	Amendment)	Act	
2017,	following	the	passage	of	Constitution	122nd	Amendment	Bill.	The	GST	is	governed	by	a	GST	
Council	and	its	Chairman	is	the	Finance	Minister	of	India.	Under	GST,	goods	and	services	are	taxed	at	
the	following	rates,	0%,	5%,	12%,	18%	and	28%.	There	is	a	special	rate	of	0.25%	on	rough	precious	
and	semi-precious	stones	and	3%	on	gold.	In	addition	a	cess	of	15%	or	other	rates	on	top	of	28%	GST	
applies on few items like aerated drinks, luxury cars and tobacco products. GST was initially proposed 
to	replace	a	slew	of	indirect	taxes	with	a	unified	tax	and	was	therefore	set	to	dramatically	reshape	the	
country’s	2	trillion	dollar	economy.

The Goods and Services Tax promises to alleviate this problem among many others. It is being hailed 
as the game changer for India’s economy and is being labeled as the biggest change in the Constitution 
since India’s independence. The Goods and Services tax or commonly referred to as the GST will 
replace the indirect taxes levied by the Central and State Governments and provide for a single and 
streamlined	process.	It	presents	India	as	a	unified	market	to	business	owners	and	also	aims	at	bringing	
a lot of black money back into the mainstream economy. The tax will be implemented at every step of 
value creation.
The rate of GST in India is between double to four times that levied in other countries like Singapore.

Key Words

Goods and Services Tax, startups, constitution, indirect taxes, black money.
JEL: A11,	B22,	B27,	H23
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to pay GST.
•	 GST is a consumption based tax. There is no 

GST on exported Goods and Services because 
the place of consumption is outside India.

•	 The taxes you pay on input goods/services/ 
capital goods can be used as an Input Tax Credit 
(ITC)	against	liabilities	for	outward	supplies.

GST is one indirect tax for the whole nation, which 
will	make	 India	 one	 unified	 common	market.	GST	
is a single tax on the supply of goods and services, 
right from the manufacturer to the consumer. Credits 
of input taxes paid at each stage will be available in 
the subsequent stage of value addition, which makes 
GST essentially a tax only on value addition at each 
stage.	 The	 final	 consumer	 will	 thus	 bear	 only	 the	
GST charged by the last dealer in the supply chain, 
with	set-off	benefits	at	all	the	previous	stages.
The single GST replaced several former taxes and 
levies which included: central excise duty, services 
tax, additional customs duty, surcharges, state-level 
value added tax and Octroi. Other levies which were 
applicable on inter-state transportation of goods have 
also been done away with in GST regime. GST is 
levied on all transactions such as sale, transfer, 
purchase, barter, lease, or import of goods and/or 
services. India adopted a dual GST model, meaning 
that	taxation	is	administered	by	both	the	Union	and	
State Governments. Transactions made within a 
single	state	are	levied	with	Central	GST	(CGST)	by	
the	Central	Government	and	State	GST	(SGST)	by	
the State governments. For inter-state transactions 
and imported goods or services, an Integrated GST 
(IGST)	is	levied	by	the	Central	Government.	GST	is	
a consumption-based tax, therefore, taxes are paid to 
the state where the goods or services are consumed 
not the state in which they were produced. IGST 
complicates tax collection for State Governments by 
disabling them from collecting the tax owed to them 
directly	 from	 the	 Central	 Government.	 Under	 the	
previous system, a state would only have to deal with 
a single government in order to collect tax revenue.
The	GST	 is	 imposed	 at	 different	 rates	 on	 different	
items.	The	rate	of	GST	is	18%	for	soaps	and	28%	on	
washing detergents. GST on movie tickets is based 
on	 slabs,	 with	 18%	 GST	 for	 tickets	 that	 cost	 less	
than	Rs.	100	and	28%	GST	on	tickets	costing	more	
than	Rs.100.	The	rate	on	under-construction	property	
booking	is	12%.	Some	industries	and	products	were	
exempted by the government and remain untaxed 
under GST, such as dairy products, products of 
milling industries, fresh vegetables & fruits, meat 
products, and other groceries and necessities.

Types Of GST
GST

SALES WITHIN SAME STATE

CGST

INTER STATE SALES

IGST
SGST

India is a federal democracy that is one which has 
clear demarcation of powers, responsibility and 
revenue collection between the states and the centre 
in its constitution. For example law and order falls 
under the state’s jurisdiction while the nation’s 
defence is the centre’s responsibility. The GST too 
needs to have clear provisions on what areas the 
centre and the state are allowed to collect revenue 
from taxation to prevent an overlapping.
The Central GST or CGST is the areas where 
the centre has the powers and State GST where 
the State has taxation capabilities. The IGST 
or Integrated GST is for movement of goods 
within the states of the Indian union. This will 
be collected by the union however will be 
transferred over to the states. Thus it is essential 
that if and when the GST comes out it is rolled 
over in the entire nation simultaneously.
(CGST-SGST is called Dual Tax which is applicable 
for sale within the state. However the limit of total 
tax remains the same as per slab. For example if the 
GST	Tax	slab	is	18%,	then	the	tax	payable	will	be	9%	
under	CGST	and	9%	under	SGST)
Goods	 and	 Services	 Tax	 Identification	 Number	
(GSTIN)	is	a	15	digit	state	wise	PAN	based	number	
to be used to identify businesses registered under 
GST.

FORMAT OF GSTIN

22 AAAAA0000A

State 
Code

Permanent Account 
Number 
(PAN)

Entity Number 
of the same PAN 
holder in a state

Alphabet
‘Z’ by
default

Check
sum
digit

1 Z 5

As per the government website on GST, “Goods 
and	 Services	Tax”	Network	 (GSTN)	 is	 a	 nonprofit	
organisation proposed to be formed for creating a 
website / platform for all the concerned parties related 
to the GST, namely stakeholders, government and 
taxpayers to collaborate on a single portal. When up 
and running, the portal is supposed to be accessible 
to the central government which allows it to track 
down every transaction on its end while taxpayers are 
advertised to have the ability of connecting this to 
their	tax	returns.	However	its	efficacy	and	efficiency	
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is	yet	to	be	tested.	The	IT	network	was	touted	to	be	developed	by	unnamed	private	firms.	The	known	authorised	
capital	of	GSTN	is	10	crore	(US$1.6	million)	in	which	Central	Government	holds	24.5	percent	of	shares	while	the	
state	government	holds	24.5	percent	and	rest	with	private	banking	firms	for	smooth	running	of	the	transactions.

TABLE 1: GST IN DIFFERENT COUNTRIES 

S.NO.
NAME	

OF THE 
COUNTRY

YEAR	OF	
IMPLEME-

NTATION	OF	GST
DESCRIPTION

1 Malaysia

The existing standard 
rate	for	GST	effective	
from	1	April	2015	to	
is	6%.

The	 Goods	 and	 Services	 Tax	 (GST)	 is	 a	 value	 added	
tax	 in	Malaysia.	GST	is	 levied	on	most	 transactions	 in	
the production process, but is refunded with exception 
of Blocked Input Tax, to all parties in the chain of 
production	other	than	the	final	consumer.

2
Australia

The tax was 
introduced by the 
Howard Government 
and	commenced	on	1	
July	2000

The	goods	and	services	tax	(GST)	in	Australia	is	a	value	
added	tax	of	10%	on	most	goods	and	services	sales.	GST	
is levied on most transactions in the production process, 
but is refunded to all parties in the chain of production 
other	 than	 the	 final	 consumed,	 replacing	 the	 previous	
federal wholesale sales tax system and designed to phase 
out a number of various State and Territory Government 
taxes, duties and levies such as banking taxes and stamp 
duty.

3 New	Zealand

The rate for GST 
effective	 since	 1	
October	2010	is	15%

Goods	and	Services	Tax	(GST)	 is	a	value-added	tax	 in	
New	Zealand.
GST	 in	New	Zealand	 is	 designed	 to	 be	 a	 broad-based	
system with few exemptions. Exceptions that do exist 
include rents collected on residential rental properties, 
donations,	precious	metals	and	financial	services.
End users pay this tax on all liable goods and services 
indirectly, in that the purchase price of goods and services 
includes GST.

4 Singapore

On	 15	 February	
2007	 (Budget	 Day),	
Second Finance 
Minister	 Tharman	
Shanmugara tnam 
announced that the 
GST rate would be 
increased	to	7%	with	
effect	 from	 1	 July	
2007.

Goods	 and	 Services	 Tax	 (Abbreviation:	 GST)	 in	
Singapore is a broad-based value added tax levied on 
import of goods, as well as nearly all supplies of goods 
and services. The only exemptions are for the sales and 
leases of residential properties, importation and local 
supply	of	investment	precious	metals	and	most	financial	
services. Export of goods and international services are 
zero-rated
Before	1986,	Singapore’s	corporate	income	tax	rate	and	
top	marginal	personal	income	tax	rate	both	stood	at	40%.	
Such high rates were deemed to be uncompetitive. On 
the	recommendation	of	the	1986	Economic	Committee,	
Singapore’s government decided that it needed to shift 
from direct to indirect taxes, to maintain its international 
competitiveness in attracting investments, and to sustain 
its economic growth to create well-paying jobs for 
Singaporean
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TABLE 2: TAXES TO BE SUBSUMED 
INTO GST

At the Central level 
(CGST)

At the State level 
(SGST)

Central Excise 
Duty

Subsuming of State 
Value Added Tax/Sales 
Tax 

Additional Excise 
Duty

Entertainment Tax 
(other than the tax 
levied by the local 
bodies),	 Central	 Sales	
Tax (levied by the 
Centre and collected by 
the	States)

Service Tax Octroi and Entry tax
A d d i t i o n a l 
Customs Duty 
commonly known 
as Countervailing 
Duty,

Purchase	 Tax,	 Luxury	
tax

Special Additional 
Duty of Customs.

Taxes on lottery, betting 
and gambling

WHAT ARE THE TAXES THAT GST 
REPLACES?
The	GST	replaces	numerous	different	indirect	taxes	
such as:
1.	Central	Excise	Duty
2.	Service	Tax
3. Countervailing Duty
4.	Special	Countervailing	Duty
5.	Value	Added	Tax	(VAT)
6.	Central	Sales	Tax	(CST)
7.	Octroi
8.	Entertainment	Tax
9.	Entry	Tax
10.	Purchase	Tax
11.	Luxury	Tax
12.	Advertisement	taxes
13.	Taxes	applicable	on	lotteries.

CHRONOLOGICAL EVENTS THAT 
HAVE LED TO THE INTRODUCTION 
OF GST
GST	 is	 being	 introduced	 in	 the	 country	 after	 a	 13	
year	long	journey	since	it	was	first	discussed	in	the	
report of the Kelkar Task Force on indirect taxes. A 

brief chronology outlining the major milestones on 
the proposal for introduction of GST in India is as 
follows:
1.	 In	2003,	the	Kelkar	Task	Force	on	indirect	tax	had	

suggested a comprehensive Goods and Services 
Tax	(GST)	based	on	VAT	principle.

2.	 A	proposal	 to	introduce	a	National	 level	Goods	
and	Services	Tax	(GST)	by	April	1,	2010	was	first	
mooted	 in	 the	 Budget	 Speech	 for	 the	 financial	
year	2006-07.

3. Since the proposal involved reform/ restructuring 
of not only indirect taxes levied by the Centre but 
also the States, the responsibility of preparing a 
Design	and	Road	Map	for	the	implementation	of	
GST was assigned to the Empowered Committee 
of	State	Finance	Ministers	(EC).

4.	 Based on inputs from Govt of India and States, 
the EC released its First Discussion Paper on 
Goods	and	Services	Tax	 in	 India	 in	November,	
2009.

5.	 In order to take the GST related work further, 
a	 Joint	 Working	 Group	 consisting	 of	 officers	
from Central as well as State Government was 
constituted	in	September,	2009.

6.	 In order to amend the Constitution to enable 
introduction	 of	 GST,	 the	 Constitution	 (115th	
Amendment)	 Bill	 was	 introduced	 in	 the	 Lok	
Sabha	 in	 March	 2011.	 As	 per	 the	 prescribed	
procedure, the Bill was referred to the Standing 
Committee on Finance of the Parliament for 
examination and report.

7.	 Meanwhile,	in	pursuance	of	the	decision	taken	in	
a	meeting	between	 the	Union	Finance	Minister	
and the Empowered Committee of State Finance 
Ministers	on	8th	November,	2012,	a	‘Committee	
on	GST	Design’,	consisting	of	the	officials	of	the	
Government of India, State Governments and the 
Empowered Committee was constituted.

8.	 This Committee did a detailed discussion on 
GST	 design	 including	 the	 Constitution	 (115th)	
Amendment Bill and submitted its report in 
January,	 2013.	 Based	 on	 this	 Report,	 the	 EC	
recommended certain changes in the Constitution 
Amendment Bill in their meeting at Bhubaneswar 
in	January	2013.

9.	 The Empowered Committee in the Bhubaneswar 
meeting also decided to constitute three 
committees	of	officers	 to	discuss	 and	 report	on	
various aspects of GST as follows:

I Committee on Place of Supply Rules and 
Revenue	Neutral	Rates;

II Committee on dual control, threshold and 
exemptions;
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III Committee on IGST and GST on imports.

1.	 The Parliamentary Standing Committee submitted 
its	Report	in	August,	2013	to	the	Lok	Sabha.	The	
recommendations of the Empowered Committee 
and the recommendations of the Parliamentary 
Standing Committee were examined in the 
Ministry	 in	 consultation	 with	 the	 Legislative	
Department.	 Most	 of	 the	 recommendations	
made by the Empowered Committee and 
the Parliamentary Standing Committee were 
accepted and the draft Amendment Bill was 
suitably revised.

2.	 The	 final	 draft	 Constitutional	Amendment	 Bill	
incorporating the above stated changes was sent 
to the Empowered Committee for consideration 
in	September	2013.

3. The EC once again made certain recommendations 
on the Bill after its meeting in Shillong in 
November	 2013.	 Certain	 recommendations	 of	
the Empowered Committee were incorporated in 
the	 draft	Constitution	 (115th	Amendment)	Bill.	
The revised draft was sent for consideration of 
the	Empowered	Committee	in	March,	2014.

4.	 The	 115th	 Constitutional	 (Amendment)	 Bill,	
2011,	for	the	introduction	of	GST	introduced	in	
the	 Lok	 Sabha	 in	March	 2011	 lapsed	 with	 the	
dissolution	of	the	15th	Lok	Sabha.

5.	 In	June	2014,	the	draft	Constitution	Amendment	
Bill was sent to the Empowered Committee after 
approval of the new Government.

6.	 Based on a broad consensus reached with the 
Empowered Committee on the contours of 
the	 Bill,	 the	 Cabinet	 on	 17.12.2014	 approved	
the proposal for introduction of a Bill in the 
Parliament for amending the Constitution of 
India to facilitate the introduction of Goods and 
Services	Tax	(GST)	in	the	country.		The	Bill	was	
introduced	in	the	Lok	Sabha	on	19.12.2014,	and	
was	 passed	 by	 the	 Lok	 Sabha	 on	 06.05.2015.	
It was then referred to the Select Committee 
of Rajya Sabha, which submitted its report on 
22.07.2015.

BENEFITS OF GST
The introduction of the GST increased the costs of 
most consumer goods and services in India including 
food, hotel charges, insurance and cinema tickets. 
Upon	 its	 introduction	 in	 the	 country,	GST	 led	 to	 a	
number of protests by the business community, 
primarily due to an increase in overall taxes and 
hence the prices of goods. Along with all dark sides 

there	 is	bright	 side	 too,	 the	benefits	of	GST	can	be	
summarized as under:

For business and industry:
1.	 Easy compliance: A robust and comprehensive 

IT system would be the foundation of the GST 
regime in India. Therefore, all tax payer services 
such as registrations, returns, payments, etc. 
would be available to the taxpayers online, which 
would make compliance easy and transparent.

2.	 Uniformity	of	tax	rates	and	structures:	GST	will	
ensure that indirect tax rates and structures are 
common across the country, thereby increasing 
certainty and ease of doing business. In other 
words, GST would make doing business in the 
country tax neutral, irrespective of the choice of 
place of doing business.

3. Removal of cascading: A system of seamless tax-
credits throughout the value-chain, and across 
boundaries of States, would ensure that there is 
minimal cascading of taxes. This would reduce 
hidden costs of doing business.

4.	 Improved competitiveness: Reduction in 
transaction costs of doing business would 
eventually lead to an improved competitiveness 
for the trade and industry.

5.	 Gain to manufacturers and exporters: The 
subsuming of major Central and State taxes in 
GST,	 complete	 and	 comprehensive	 set-off	 of	
input goods and services and phasing out of 
Central	Sales	Tax	(CST)	would	reduce	 the	cost	
of locally manufactured goods and services. This 
will increase the competitiveness of Indian goods 
and services in the international market and give 
boost to Indian exports. The uniformity in tax 
rates and procedures across the country will also 
go a long way in reducing the compliance cost.

For Central and State Governments:
1.	 Simple	and	easy	to	administer:	Multiple	indirect	

taxes at the Central and State levels are being 
replaced by GST. Backed with a robust end-to-
end IT system, GST would be simpler and easier 
to administer than all other indirect taxes of the 
Centre and State levied so far.

2.	 Better controls on leakage: GST will result 
in better tax compliance due to a robust IT 
infrastructure. Due to the seamless transfer of 
input tax credit from one stage to another in 
the chain of value addition, there is an in-built 
mechanism in the design of GST that would 
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incentivize tax compliance by traders.
3. Higher	 revenue	 efficiency:	 GST	 is	 expected	 to	

decrease the cost of collection of tax revenues 
of the Government, and will therefore, lead to 
higher	revenue	efficiency.

For the consumer:
1.	 Single and transparent tax proportionate to the 

value of goods and services: Due to multiple 
indirect taxes being levied by the Centre and 
State, with incomplete or no input tax credits 
available at progressive stages of value addition, 
the cost of most goods and services in the 
country today are laden with many hidden taxes. 
Under	GST,	 there	would	 be	 only	 one	 tax	 from	
the manufacturer to the consumer, leading to 
transparency	of	taxes	paid	to	the	final	consumer.

2.	 Relief	in	overall	tax	burden:	Because	of	efficiency	
gains and prevention of leakages, the overall tax 
burden on most commodities will come down, 
which	will	benefit	consumers.

ADMINISTRATION OF GST IN 
INDIA
1.	 Keeping in mind the federal structure of India, 

there will be two components of GST – Central 
GST	(CGST)	and	State	GST	(SGST).	

2.	 Both Centre and States will simultaneously levy 
GST across the value chain. 

3. Tax will be levied on every supply of goods and 
services. Centre would levy and collect Central 
Goods	 and	 Services	 Tax	 (CGST),	 and	 States	
would levy and collect the State Goods and 
Services	Tax	 (SGST)	on	all	 transactions	within	
a State. 

4.	 The input tax credit of CGST would be available 
for discharging the CGST liability on the output 
at each stage. 

5.	 Similarly, the credit of SGST paid on inputs 
would be allowed for paying the SGST on output. 
No	cross	utilization	of	credit	would	be	permitted.

TAXATION ON IMPORTS UNDER 
GST
The Additional Duty of Excise or CVD and the 
Special Additional Duty or SAD presently being 
levied on imports will be subsumed under GST. As 
per	explanation	 to	clause	 (1)	of	article	269A	of	 the	
Constitution, IGST will be levied on all imports into 

the	 territory	of	 India.	Unlike	 in	 the	present	 regime,	
the States where imported goods are consumed will 
now gain their share from this IGST paid on imported 
goods.

THE MAJOR FEATURES OF THE 
PROPOSED REGISTRATION 
PROCEDURES UNDER GST
The major features of the proposed registration 
procedures under GST are as follows:

I. Existing dealers: Existing VAT/Central 
excise/Service Tax payers will not have 
to apply afresh for registration under 
GST.

II. New dealers: Single application to be 
filed	online	 for	 registration	under	GST.	
The	 registration	 number	 will	 be	 PAN	
based and will serve the purpose for 
Centre and State

1.	 Unified	application	to	both	tax	authorities.
2.	 Each	dealer	to	be	given	unique	ID	GSTIN.
3. Deemed approval within three days.
4.	 Post	registration	verification	in	risk	based	cases	

only.

THE MAJOR FEATURES OF THE 
PROPOSED RETURNS FILING 
PROCEDURES UNDER GST
The	 major	 features	 of	 the	 proposed	 returns	 filing	
procedures under GST are as follows:
1.	 Common return would serve the purpose of both 

Centre and State Government.
2.	 There are eight forms provided for in the GST 

business	processes	for	filing	for	returns.	Most	of	
the average tax payers would be using only four 
forms	for	filing	their	returns.	These	are	return	for	
supplies, return for purchases, monthly returns 
and annual return.

3. Small taxpayers: Small taxpayers who have 
opted	 composition	 scheme	 shall	 have	 to	 file	
return on quarterly basis.

4.	 Filing of returns shall be completely online. All 
taxes can also be paid online.

THE MAJOR FEATURES OF 
THE PROPOSED PAYMENT 
PROCEDURES UNDER GST

The major features of the proposed payments 
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procedures under GST are as follows:
1.	 Electronic payment process- no generation of 

paper at any stage
2.	 Single point interface for challan generation- 

GSTN
3. Ease of payment – payment can be made through 

online	banking,	Credit	Card/Debit	Card,	NEFT/
RTGS and through cheque/cash at the bank

Common challan form with auto-
population features:
•	 Use	 of	 single	 challan	 and	 single	 payment	

instrument
•	 Common set of authorized banks
•	 Common Accounting Codes

THE FINER POINTS IN THE 
IMPLEMENTATION OF THE BILL
Several committees were setup to evaluate the 
feasibility	and	implementation	of	the	GST.	Some	fine	
points which were considered are:
1.	 The problem of separating the taxation powers of 

the state and the centre which resulted in CGST 
and SGST.

2.	 Exemptions from the GST which currently 
includes	 Petroleum	 and	 Liquor	 for	 human	
consumption.

3. GST will be applicable on imports too along 
with the Basic Customs Duty which has not been 
scrapped.

4.	 The GST will be applicable at the point of sale. In 
comparison the Value Added Tax is a destination 
based tax while excise duties are taxed at the 
origin.

5.	 The workings in the implementation of IGST.

TABLE 3: ACCORDING TO 
EXPERTS

Items could 
become costlier

Items could become 
cheaper

Cigarette prices likely 
to go up as GST rate for 
tobacco will be higher 
than current duties

Auto: Prices of entry-
level cars, two-wheelers, 
SUVs	may	fall

Cigarette prices likely 
to go up as GST rate 
for tobacco will be 
higher than current 
duties                                                                                    

Car batteries likely to 
get cheaper, Electronics 
items like fans, lighting, 
water heaters etc. will 
get cheaper

Mobile	phone	calls	
may get costlier as 
service tax will go up

Paint, cement prices 
likely to fall

CONCLUSION
It has been many months since GST has been 
implemented in India. While the industry was 
very apprehensive, the GST transition has 
been smooth. The big question is how GST 
will impact a common man’s budget. GST 
is stated to be one of the biggest tax reforms 
in India, which would not only impact 
the businesses but also the common man.  

The primary impact to be felt by the consumers 
would change in prices of goods and services 
on account of GST rates. In terms of impact in 
prices, while services would mostly be more 
expensive in the initial phases, impact on prices 
of goods could be a mixed bag. In the long run, 
once	 the	 benefits	 of	GST	 are	 expected	 to	 kick	
in terms of higher input credits and reduction 
in	 cascading	 effect,	 it	 is	 anticipated	 that	 the	
inflationary	 effect	 will	 come	 down	 and	 prices,	
in general, would come down and stabilize.  
 
Within the household budget, there are likely to 
be some obvious gainers and some obvious losers 
but once the law and pricing of commodities 
reach steady state, all consumers should gain.  
GST is expected to bring greater transparency, 
improve compliance levels and create a common 
playing	 field	 for	 businesses	 by	 amalgamating	
a host of central and local taxes. It is expected 
that	 the	 consumer	would	 also	 reap	 the	benefits	
of the new tax regime, once the corporates have 
transitioned completely to the new tax structure 
and	start	to	pass	on	the	benefits	to	the	end	user.  
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PURPOSE OF RESEARCH
The objective of the study is to analyze the implementation of GST in India as one tax one nation. How GST is 
implemented in India and what are the positive and negative impacts of it on various products. The Dual GST 
model is been discussed in this paper along with how GST bill has been passed and finally came into effect from 
1st July 2017.

RESEARCH METHODOLOGY
The methodology adopted is largely analytical and descriptive. Dependence has been placed on secondary 
sources like books, articles, internet etc. Analysis of documents with recording of notes and content analysis is 
done. References and abstract guides have been used in this paper. Also guidance from professors has been rich 
and gave direction to the research.

RESEARCH QUESTIONS:
• What is the concept of GST?
• How GST is implemented in India?
• What are the positive and negative impacts of GST?
• How Dual model of GST will work in India?

ABSTRACT
The introduction of Goods and Services Taxes is a very significant step in the field of indirect tax reforms in 
India. By combining a large number of Central and State tax, it mitigated cascading or double taxation in a 
major way and pave the way for the common national market. From the consumer point of view, the biggest 
advantage is in terms of reduction in the overall tax burden on goods. Introduction of GST has made Indian 
products competitive in the domestic and international market. Because of its transparent and self policing 
character this tax is easier to administer.
In the first part of this paper we have discussed about definition of Goods and Services Tax. GST is a single tax 
on the supply of goods and services, right from the manufacturer to the consumer. Credits of input taxes paid 
of each stage will be available in the subsequent stage of value addition, which makes GST essentially a tax 
only on value addition at each stage. The final consumer will thus bear the GST charged by the last dealer in the 
supply chain, with set-off benefits at all the previous stages.
The second part of this paper will discuss about the order of implementation of GST in India. How the idea 
of GST is mooted in India? When it was initially proposed? Which amendment took place while passing the 
bill in the house of parliament? When finally the bill was passed in the parliament and also by the President of 
the country? The idea of moving towards GST was first mooted by then Union Finance Minister in his Budget 
speech for 2006-07. Initially, it was proposed that GST would be introduced from 1st April 2010. Based on 
discussions within the Central Government, the EC released its first discussion paper on GST in November, 
2009.  The assignment of concurrent jurisdiction to the Center and the States for the levy of GST required a 



21

   Asia-Pacific Institute of Management, Delhi 2019

Asia-Pacific Finance and Accounting Review

INTRODUCTION
The introduction of Goods and Services Tax (GST) 
is a very significant step in the field of indirect tax 
reforms in India. By combining a large number of 
Central and State taxes into a single tax, it mitigates 
cascading or double taxation in a major way and pave 
the way for a common national market.1 From the 
consumer point of view, the biggest advantage is in 
terms of overall tax burden on goods. Introduction 
of GST has made Indian products competitive in 
domestic and international market. Moreover, this 
tax is easy to administer because of its transparent 
and self policing character. Before GST, fiscal powers 
between the Center and the State are clearly divided 
in the constitution with almost no overlap between 
the respective domains. The center had the power of 
levying tax on the manufacture of goods while the 
Sate had the power to levy tax on sale of goods. In 
case of inter-state sales, the center had the power to 
levy tax, but the tax is collected and retained entirely 
by originating state. As for service, it is the Center 
alone that is levied to empower the service tax. Since 
the states were not empowered to levy any tax on 
the sale or purchase of goods in the course of their 
1  Available at http://cbec-gst.gov.in/
pdf/01092017-GST -Concept-and-status.pdf

importation into or exportation from India, the center 
levied and collected tax as additional duty of customs 
which counter balances the excise duties, sales tax, 
State VAT and other taxes levied on the domestic 
products. Introduction of GST required amendments 
in the constitution so as to concurrently empower the 
Center and the States to levy and collect the GST.  

GOODS AND SERVICE TAX
GST is one indirect tax for the whole nation, 
which will make India one unified common 
market.2 GST is a single tax which is meant to 
be unified indirect tax across the country on 
products and services. Credits of input taxes paid 
at each stage will be available in subsequent stage 
of value addition, which makes GST essentially 
a tax only on value addition at each stage. So, the 
final consumer will bear only the GST charged 
by the last dealer in the supply chain, with set-off 
benefits at all the previous stages. 
The Goods and services tax is a landmark step taken 
by the Government of India to boost the GDP and 

2 Available at mib.nic.in/sites/default/files/
GST_FAQ_0.pdf

unique institutional mechanism that would ensure the decisions about the structure, design and operation of 
GST. To address all this and other issues regarding GST, the Constitution 122nd amendment was introduced in 
the 16th Lok Sabha. The constitution amendement bill was passed in Parliament of India in September 2016. All 
decisions were taken in consensus and finally GST came into effect from 1st July 2017.
The third part discusses the pros and cons of GST in India. The pros of GST in India can be summarized as the 
prices of products and services would be reduced through this and so this system will be proved beneficial for 
the people who are tired of paying high prices; since GST is a single taxation system, it will reduce the number 
of indirect taxes; it will also reduce the burden from the state and the central government as with the introduction 
of GST all taxes are under one single roof. Some cons on introduction of GST in India can be its impact on 
real estate market which will increase new home buying price and reduce buyers market. It is a confusing term 
where double tax is charged in the name of single tax. 
The fourth part states the dual model of GST. GST in India is levied on the basis of Dual Model because India 
is a federal country where both the center and the states have been assigned the powers to levy and collect 
taxes through appropriate legislation. Both the levels of government have different responsibilities to perform 
according to the division of powers prescribed in the Constitution for which they need to raise the resources. So 
a dual GST is there to keep with the Constitutional requirements of fiscal federalism. There are two components 
of GST, i.e., Central GST (CGST) and State GST (SGST). Both center and state will simultaneously levy GST 
across the value chain. Tax will be levied on every supply of goods and services. Center would levy and collect 
Central Goods and Services Tax (CGST) and State would levy and collect the Sate Goods and Services Tax 
(SGST) on all transactions within a state. This part also talks about significant features of Dual model of GST.
Conclusive remarks are preceded by mentioning the implementation of GST which is one of the best decisions 
taken by the Indian government. India, at some point had comply with such regime. Though the structure 
might not be a perfect one but once in place, such a tax structure will make India a better economy favorable 
for foreign investments. Until now India was a union of 29 small tax economies and 7 union territories with 
different levies unique to each state. It is a much accepted and appreciated regime because it does away with 
multiple tax rates by Center and States.
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introduce the most effective tax regime.3 It is a 
vast concept that simplifies the giant tax structure 
by supporting and enhancing the economic growth 
of a country. It is a comprehensive tax levy on 
manufacturing, sale and consumption of goods and 
services at a national level. The Goods and Services 
bill or GST bill is also referred to as the constitution 
(One hundred and twenty second amendment) bill, 
2014, initiates a value added tax to be implemented 
on a national level in India.
This tax is a multi stage and destination based tax 
which will be levied on every value addition.
• Multi-stage

GST is a single tax on the supply of goods and 
services all the way from the manufacturer to the 
consumer and is charged on the value addition 
done on every stage. Once raw material has 
been bought, value is added by manufacturer by 
means of making the raw material into product.  
The warehousing is the next step where value is 
added, which is then sold to retailers where the 
final addition value is done. At each step GST 
will be charged.

• Destination-based
As opposed to the previous tax structure, GST will 
be charged at every point of sale. For instance, a 
good is manufactured in Maharashtra and sold in 
Haryana, and then the Maharashtra Government 
will receive revenue from taxing manufacturing 
and warehousing, whereas Haryana Government 
will receive the revenue of the final sale. 

•	 GST : Explained in number
For example, suppose a person wants to buy a shirt. 
Now in order to determine the price of the T-shirt, we 
need to start from the very first step i.e. purchase of 
raw material.

•	 NON GST PROCEDURE
Raw material was purchased for some 100rs. 
(Inclusive Rs 10 as tax). A value of Rs. 50 is added to 
it by the manufacturer. The good is sold to wholesaler 
at Rs. 165 (Inclusive 10% tax). Now the wholesaler 
adds his margin of Rs. 20 to it and sells it to the 
retailer at Rs. 203.5 (Inclusive 10% tax)
Hence the good costs Rs. 245.85 to the consumer 
which included Rs. 65.85 as tax.

3  www.elcomaindia.com/article-on-gst-2

•	 GST PROCEDURE:
Raw material was purchased for some Rs. 100 
(Inclusive Rs. 10 as tax). A value of Rs. 50 is added to 
it by the manufacturer. This good is sold to wholesaler 
at Rs. 150 (10% tax on 150 is 15 but Rs. 10 is already 
calculated on raw material, so effective tax set aside 
at this stage is only Rs. 5). Now the wholesaler adds 
his margin of Rs. 20 to it and sells it to retailer at Rs. 
170 (10% tax on Rs. 170 is 17 but 15 is already set 
aside so effective tax set aside at this stage is Rs. 2) 
retailer then adds his margin of Rs. 20 and sells this 
to consumer at Rs. 209 which includes all the earlier 
taxes viz. Rs. 10+Rs.5+Rs.2+Rs.2
Hence the good costs Rs. 209 to the consumer which 
includes Rs. 19 as paid tax.

•	 FEATURES OF GST:4

1. GST is applicable on “supply” of goods or 
services as against the previous concept of tax 
on manufacture of goods or on sale of goods or 
provision of services.

2. GST is based on principle of destination based 
consumption taxation as against the previous 
principle of origin based taxation.

3. It is a dual GST with the Center and the States 
simultaneously levying it on a common base. 
The GST levied by center is CGST and the GST 
levied by state is SGST.

4. An integrated GST will be levied on inter-
state supply of goods and services. This will be 
collected by center so that the credit chain is not 
disturbed.

5. Import of goods is treated as inter-state supplies 
and is subject to IGST in addition to the applicable 
custom duties.

6. GST has replaced the following taxes which 
were levied and collected by the centre:

i. Central Excise Duty
ii. Duties of Excise (Medicinal and Toilet 

Preparations)
iii. Additional Duties of Excise (Goods of Special 

Importance)
iv. Additional Duties of Excise (Textiles and Textile 

Products)
v. Additional Duties of Customs (commonly known 

as CVD)
vi. Special Additional Duty of Customs (SAD)
vii. Service Tax
viii. Cesses and surcharges insofar as they relate to 

supply of goods or services.

4  Available at http://cbec-gst.gov.in/
pdf/01092017-GST -Concept-and-status.pdf
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7. GST is applicable to all goods and services 
except Alcohol for human consumption.

8. Exports are zero rated under GST.
9. Refund of tax is to be sought by taxpayer or by 

any other person who has borne the incidence of 
tax within two years from the relevant date.

10. Arrears of tax is to be recovered using various 
modes including detaining and sales of goods, 
movable and immovable property of defaulting 
taxable person.

11. Provision for penalties for contravention of the 
provision of the proposed legislation has been 
made under GST.

MAJOR CHRONOLOGICAL 
EVENTS:5

Introduction of GST took approx 13 years since it 
was first discussed in the report of Kelkar Task Force 
on indirect taxes.
• In 2003, the Kelkar Task Force on indirect tax had 

suggested a comprehensive Goods and Services 
Tax (GST) based on VAT principal

• A proposal to introduce a National Level Goods 
and Services Tax (GST) by April 1, 2010 was first 
mooted in the Budget Speech for the financial 
year 2006-07

• Since the proposal involved reform/restructuring 
of not only indirect taxes levied by the Center but 
also the states, the responsibility of preparing a 
Design and a Road Map for the implementation 
of GST was assigned to Empowered Committee 
of State Finance Ministers(EC).

• Based on inputs from Government of India and 
States, the EC released its first discussion paper 
on Goods and Services Tax in India in November, 
2009.

• In order to take the GST related work further, 
a Joint Working Group consisting of officers 
from Central as well as State Government was 
constituted in September, 2009.

• In order to amend the Constitution to enable 
introduction of GST, the constitution (115th 
amendment) Bill was introduced in Lok Sabha in 
March 2011. As per the prescribed procedure, the 
bill was referred to the Standing Committee on 
Finance of the Parliament for examination and 
report.

• Meanwhile, in pursuance of the decision taken in 
a meeting between the Union Finance Minister 
and Empowered Committee of State Finance 
Ministers on 8th November 2012, a committee 
on GST Design, consisting of the officials of the 

5  www.Gstindia.com/about/ 

Government of India, State Governments and the 
Empowered Committee was constituted.

• This committee did a detailed discussion on GST 
design including the 115th amendment bill of the 
Constitution and submitted its report in January, 
2013. Based on this report, the EC recommended 
certain changes in the constitution amendment 
bill in their meeting at Bhubaneshwar in January, 
2013.

• The Empowered committee in the Bhubaneshawar 
meeting also decided to constitute three 
committees of officers to discuss and report on 
various aspects of GST as follows:

1. Committee on place of supply rules and revenue 
neutral rates.

2. Committee on dual control, threshold and 
exemption;

3. Committee on IGST and GST on imports.
• The parliamentary standing committee submitted 

its report in August, 2013 to the Lok Sabha. 
• The final draft of constitutional amendment bill 

which incorporates the above stated changes 
was sent to the empowered committee for 
consideration in September 2013.

• The EC once again made certain recommendations 
on the bill after its meeting in Shillong in 
November 2013. Certain recommendations of 
the EC were incorporated in the draft constitution 
(115th amendment) bill. The revised draft was 
sent for consideration of the EC in March, 2014.

• The 115th Constitutional amendment bill, 2011 
for the introduction of GST introduced in the Lok 
Sabha in March 2011 lapsed with dissolution of 
the 15th Lok Sabha.

• In June 2014, the draft constitution amendment 
bill was sent to the EC after approval of the new 
government.

• Based on a broad consensus reached with 
the EC on the contours of the bill, the cabinet 
on 17 December 2014 approved the proposal 
for introduction of a bill in the parliament for 
amending the Constitution of India to facilitate 
the introduction of Goods and Service Tax in the 
country. 

• The bill was introduced in the Lok Sabha on 19 
December 2014 and passed by the Lok Sabha on 
6 May 2015. It was then referred to the Select 
committee of Rajya Sabha, which submitted its 
report on 22 July 2015.

LAUNCH OF GST6

The goods and Service Tax was launched on 1 July 

6  The Hindustan Times, 30 June 2017



24

   Asia-Pacific Institute of Management, Delhi 2019

Asia-Pacific Finance and Accounting Review

2017 by then president of India, Pranab Mukherjee, 
and Prime Minister of India, Narendra Modi. The 
launch was marked by a historic midnight session of 
both the houses of parliament convened at the Central 
Hall of the Parliament. This launch was even boycotted 
by the opposition due to the predicted problems that  
it was bound to lead to for the middle and lower 
class Indians.7 Members of Congress boycotted the 
GST launch and they were joined by members of the 
Trinamool Congress, Communist Parties of India and 
the DMK. These parties reported that they found no 
difference between the GST and the existing taxation 
system, claiming hat the government was trying 
to merely rebrand the taxation system. They also 
argued that the GST would increase existing rates on 
common daily goods while reducing rates on luxury 
items and affect many Indians adversely, especially 
the middle, lower and poorer classes.8

CONSTITUTION (101st) 

AMENDEMENT ACT, 20169

To address all the issues related to GST the 
Constitution (122nd amendment) bill was   introduced 
in the 16th Lok Sabha on 19.12.2014. The Bill 
provides for a levy of GST on supply of all goods and 
services except for Alcohol for human consumption. 
The tax shall be levied as Dual GST separately 
but concurrently by the Union and the State. The 
parliament had exclusive power to levy GST on 
inter-state trade or commerce in goods or services. 
The Central government will have the power to levy 
excise duty in addition to the GST on tobacco and 
tobacco products. The tax on supply of five specified 
petroleum products namely crude, high speed diesel, 
petrol, ATF and natural gas would be levied from a 
later date on the recommendation of GST council. A 
GST council was constituted comprising the Union 
finance minister, the minister of state (revenue) and 
the state finance minister who recommended on the 
GST rates, exemption and thresholds, taxes to be 
subsumed and other features.
This constitution amendment bill was passed in Lok 
Sabha in May, 2015 and was referred to select by 
Rajya Sabha on 12th May 2015. The select committee 
had submitted its report on 22 July 2015. The bill 
with certain amendments was finally passed in the 
7  GST Launch: the Hindustan Times; 30 June 
2017
8  Congress to boycott GST launch: NDTV; 29 
June 2017
9  Available at http://cbec-gst.gov.in/
pdf/01092017-GST -Concept-and-status.pdf

Rajya Sabha and thereafter by Lok Sabha in August, 
2016. Further the bill was ratified by required 
number of states and received assent of the president 
on 8th September 2016 and has since been enacted as 
Constitution (101st Amendment) Act, 2016 w.e.f. 16th 
September 2016.

POSITIVE AND NEGATIVE 
IMPACTS OF GST
•	 Positive Impact:
1. GST is a single taxation system that reduce the 

number of indirect taxes. Earlier, indirect taxes 
were charged as central excise, VAT, Service 
tax, etc. From now, a single taxation term would 
cover all of those indirect taxes.

2. The prices of products and services are reduced 
so this system would prove to be beneficial for 
the people who are fed up of paying huge prices

3. This has reduced the burden from the state and 
the central government. 

4. GST is not charged at every point of sale like other 
indirect taxes so this way market development 
will take place.

5. GST has introduced corruption free taxation 
system. 

•	 Negative Impact:
1. According to many economist, the introduction 

of GST in the country has impacted real estate 
market which increased new home buying price 
by 8% and reduced buyers’ market by 12%.

2. GST charged by the government as CGST for 
central and SGST for state government are 
nothing but fantasy terms representing older 
terms service tax, CST and VAT in a new way.

3. GST is  a confusing term where double tax is 
charged in the name of single taxation system.

4. Most of the indirect taxes would now start coming 
under GST. The Central excise tax is levied at the 
time of Manufacturing but GST is levied till the 
selling stage.

5. Most of the dealers don’t pay excise tax and 
cheat the government by simply paying the VAT. 
But most of those dealers would be forced to pay 
GST.

BENEFITS OF GST10

•	 For Business and Industry
1. Easy compliance:

A robust and comprehensive IT system is the 
foundation of GST regime in India. Therefore, 

10  www.Gstindia.com/about
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all tax payer services such as registrations, 
returns, payments, etc. is now available to the 
taxpayers online, which made compliance easy 
and transparent.

2. Uniformity of tax rates and structures:
GST ensures that indirect tax rates and structures 
are common across the country, thereby 
increasing certainty and ease of doing business. 
In other words, GST would make doing business 
in the country tax neutral, irrespective of the 
choice of place of doing business.

3. Removal of cascading:
A system of seamless tax credits throughout 
the value chain, and across boundaries of states 
ensures that there is a minimal cascading of taxes. 
This has reduced hissen cost of doing business.

4. Improved competitiveness
Reduction in transaction costs of doing business 
has led to an improved competitiveness for the 
trade and industry.

•	 For central and state government
1. Simple and easy to administer

Multiple indirect taxes at the Central and State 
levels are being replaced by GST. GST is simpler 
and easier to administer than all other indirect 
taxes of Center and State which are charged so 
far.

2. Better controls on leakage
GST is the result in better tax compliance due to 
a robust IT infrastructure. Due to the seamless 
transfer of input tax credit from one stage to 
another in the chain of value addition there is 
an inbuilt mechanism in the design of GST that 
incentivizes tax compliance by traders.

3. Higher Revenue Efficiency
GST is expected to decrease the cost of collection 
of tax revenues of the government, and though it 
leads to higher revenue efficiency.

•	 For the Consumer
1. Single and transparent tax proportionate to the 

value of goods and services
Due to multiple taxes being levied by the Center 
and the State, with incomplete or no input tax 
credits available at progressive stages of value 
addition, the cost of most goods and services 
in the country were laden with many hidden 
taxes. Under GST, there is only one tax from 
the manufacturer to the consumer which leads to 
transparency of taxes paid to the final consumers.

2. Relief in overall tax burden:
Because of efficiency gains and prevention 
of leakages, the overall tax burden on most 
commodities has come down, which benefit the 
consumers.

DUAL MODEL OF GST
GST in India will be charged on the basis of Dual 
Model because India is a federal country where 
both the center and the state have been assigned the 
powers to levy and collect taxes through appropriate 
legislation. Both the levels of the government have 
distinct responsibilities to perform according to the 
division of powers prescribed in the Constitution 
for which they need to raise the resources. A dual 
GST therefore is to keep with the constitutional 
requirement of fiscal federation.11

There are two components of GST i.e. Central Goods 
and Service Tax (CGST) and State Goods and Service 
Tax (SGST). Both center and the state simultaneously 
levy tax across the value chain. Center levy and 
collect CGST and state levy and collect SGST on all 
transactions within a state. 12

FEATURES OF DUAL MODEL OF 
GST13

1. The proposed GST has two components: CGST 
and SGST

2. CGST to be administered y the central 
government and SGST to be administered by 
state government

3. CGST has replaced CENVAT and service tax and 
SGST has replaced state VAT.

4. Exports are rated zero.
5. Proposed GST is the list of exempted goods.
6. Taxes collected by local bodies are not subsumed.
7. A single registration or taxpayer identification 

number is based on Permanent Account Number 
(PAN).

8. States will collect the State GST from all the 
registered dealers.

9. Procedure for the collection of CGST and SGST 
are uniform.

11  R.K. Jha, A Bird’s Eye View Of GST, Pg 
158
12  www.thehindu.com/business/Economy/
what-is-gst-and -how-will-it-affect-you-all-your-
questions-answered/article19184910.ece
13  R.K. Jha, A Bird’s Eye View Of GST, Pg 
160
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10. Tax payment Challan may have some additional 
information.

11. There is one common tax return for both the 
taxes, with one copy given to the central authority 
and the other to the relevant state authority 
electronically.

12. GST returns are required to be filed online.
13. Cross utilization of input tax credit between the 

Central GST and State GST will not be permitted 
except in the case of inter-state supply of goods 
and services.

14. Credit accumulation on account of refund of 
GST should be avoided by both the Center 
and the States except in cases such as exports, 
purchase of capital goods, input tax at higher rate 
than output tax, etc. 

15. Compounding Scheme for the purpose of GST 
should have an upper ceiling on gross annual 
turnover and a floor tax with respect to gross 
annual turnover.

INTEGRATED GOODS AND 
SERVICES TAX
IGST is levied and collected by the Center on Inter 
State supply of goods and Services. According to 
article 269A of the constitution, the GST on supplies 
in the course of inter-state trade or commerce shall be 
levied and collected by the Government of India and 
such tax shall be apportioned between the Union and 
the States in the manner as may be provided by the 
Parliament by law on the recommendations of Goods 
and Services Tax Council.
•	 FEATURES OF IGST
1. Center government administers and levy taxes on 

IGST.
2. Seller in the Origin State will charge IGST 

(CGST+SGST) on interstate supply of goods and 
services.

3. Inter- state seller can use his input CGST and 
input SGST for payment of IGST, i.e. he shall 
pay net IGST.

4. Inter-state buyer can avail the input tax credit on 
the basis of tax invoice for payment of his own 
IGST, CGST or SGST.

5. Both the seller and the buyer can report the 
transactions in their e-returns.

6. The exporting state will transfer the SGST 
portion to Central Government and then Central 
Government will transfer that SGST to importing 
state.

7. Stock transfer will attract IGST.

CONCLUSION:
Implementation of GST is one of the best decision 
taken by the Indian government. For the same reason, 
July 1 was celebrated as Financial Independence day 
in India when all the Members of Parliament attended 
the function in Parliament House. The transition to 
the GST regime which is accepted by 159 countries 
would not be easy. Confusions and complexities were 
expected and will happen. India, at some point, had 
to comply with such regime. Though the structure 
might not be a perfect one but once in place, such 
a tax structure will make India a better economy 
favorable for foreign investments. Until now India 
was a union of 29 small tax economies and 7 union 
territories with different levies unique to each state. It 
is a much accepted and appreciated regime because 
it does away with multiple tax rates by Centre and 
States.
Indian system of taxation of goods and services is 
characterized by cascading, distortionary tax on 
production of goods and services which leads to 
miss-allocation of resources, hampering productivity 
and slower economic growth. To remove this hurdle, 
a pure and simple tax system like GST (Goods and 
Service Tax) is need of the hour in the country.
An ideal tax system collects taxes at various stages 
of manufacturing, supply, wholesale, retailing and 
lastly at the final consumption. It is based on the add-
on value by the manufacturer, supplier and retailer at 
each stage of the value chain. Tax paid at each stage 
is based on the amount of value added and not on the 
entire amount.
Many economists and experts have predicted that the 
GST bill will boost up the economy in long run. India 
is a collective economy where each state has its own 
set of rules for them. This makes the growth of the 
country slow, causes difficulties to the businesses and 
higher possibilities of tax evasion and corruption. To 
make the tax payment process simpler and create a 
win-win environment for both, government as well as 
businesses, and to reduce the corruption, GST bill is 
introduced in India which is very important. So let’s 
see why GST Act is good for India, the businesses in 
India and the common man of India.
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GOODS AND SERVICES TAX(GST)
GST- Goods and services tax is the tax which suits 
perfect for twenty-first century. World has taken a 
step ahead towards GST long ago. India shifted into 
GST on 1-7-2017.
Drawbacks in earlier system of indirect taxes:
•  For every movement of goods, from one state to 

another, Central Sales Tax (CST) was payable at 
the rate of 2% , and Input Service Credit i.e. set 
off of input taxes was not accessible every time.

• In India, movement of goods is taxable from one 
state to another.

• Cascading effect was a major cause of concern. It 
was because of CST and Entry Tax.

• The serious matter was involvement of 
corruption.

• The system got vague as the difference between 
goods and services was not defined; it was due 
to overlapping of Central Service Tax and State 
VAT.

• Example: Food rated services, IPR related 
services, lottery, renting of goods, etc.

•  Earlier, the tax system was a pack of confusion, 
litigation and double taxation in a number of 
cases.

•  Every state had its own State VAT laws and that 
too with different provisions, procedures and 
criterias. However, it was a difficult task for the 
taxable people who is doing business in two or 
more states and found it quiet tough to work.

GST is a solution to the above mentioned 
drawbacks:
GST came into effect on 1-7-2017 and is a solution to 
the drawbacks in the scenario of Indirect taxes.
To have a better taxation system, aim was to have 
common national market and to avoid cascading 
effect of taxes.
In year 2004, Kelkar Committee introduced the idea 
of National GST. It was on the recommendation by 

Dr. Vijay Kelkar . In the year 2006, that is, on 28-2-
2006, our, the then Finance Minister, P. Chidambaram 
made first announcement for the introduction of GST 
in the budget speech. The proposal was to introduce 
nationwide GST w.e.f 1-4-2010. Because of the 
political difference, GST did not come into effect and 
thus the target date could not be accomplished.
After the Constitution (one hundred and first 
amendment) drill, 2014 related to GST was passed 
by the Indian Parliament and also ratified by various 
states as required. Assent of the President was 
received on 8th day of 2016.

Meaning of Goods and Services Tax
Goods and services tax is a tax on supply of either 
goods or services or both. It excludes taxes on supply 
of alcoholic liquor for human consumption. Supply 
covers stock transfers, branch transfers and not sale.
GST is based on a scheme which is as follows:-
• It will be operational in India on supply of either 

goods or services or both.
• It is further classified for the purpose of supply 

within the state or Union Territory –
1. Central GST (CGST) is payable to Central 

government.
2. State GST (SGST) or Union territory GST 

(UTGST) is payable to State government or 
Union territory.

For the purpose of supply from one state or union 
territory to another state or union territory i.e inter-
state supplies.
There will be elimination of distinction between goods 
and services and it will contribute in elimination of 
problem of dual taxation. Such problem has been 
faced by construction industry, food related services.
• GST’s motive is to avoid cascading effect of 

taxes. The concept of GST is based on VAT 
concept of input tax credit.

• GST can be better understood as consumption 
based tax

• GST rates are –

GOODS AND SERVICES TAX(GST)
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• Nil,5%,12%,18% and 28%.
• Exceptional – 0.25%, 3%
• It avoided dual control system as the state 

government authorities or central government 
authorities exercise their own control.

• The determination of policies of GST will be done 
by GST Council which is Apex constitutional 
body.

Dual GST for supply of goods and 
services within state
The system of dual GST has been introduced.

[Section 246A – (1) Notwithstanding anything 
contained in article 246 and 254, Parliament and 
subject to clause (2), the legislature of every state, 
have power to make laws with respect to goods and 
services tax imposed by the union or by such state.

(2) Parliament has exclusive power to make laws with 
respect to goods and services tax where the supply of 
goods or of services or both takes place in the course 
of inter-state trade or commerce.

Explanation- the provisions of this article, shall 
in respect of goods and service tax referred to in 
clause (5) of article 279A, take effect from the date 
recommended by the goods and services tax council.]1

Both CGST and SGST are imposed on the supply of 
goods and services within the state.

Central Excise duty on tobacco and 
other goods
Duties of excise on tobacco and other goods 
manufactured or produced in India except-
1. Alcoholic liquors for human consumption ,
2. Opium, Indian  hemp and other narcotic drugs 

and narcotics,
But including medicinal and toilet preparations 
containing alcohol or any substance included in sub 
paragraph (b) of this entity.2

Tobacco products are subjected to both Excise duty 
as well as GST.

1  As amended by the Constitution (one 
hundred and first amendment) Act, 2016. Article 
246A inserted w.e.f 16-9-2016.
2  Entity 84 of List I (Union list) of Seventh 
Schedule of Constitution  of India as amended w.e.f 
16-9-2016

Abolition of other taxes and duties
Service tax, Central Excise duty (excluding petroleum 
products) etc- all will be under CGST and SGST.
State VAT, Central sales tax, entry tax, luxury tax, 
betting and gambling etc will be under SGST and 
also CGST.
Basic custom duty on imports will be in continuance 
and also stamp duties and motor vehicle taxes

Issues and concerns related to GST
• Troublesome business in GST. Overall GST 

provisions are fruitful but there are some 
defective provisions as well. The compliance 
cost is high. And more problems will be noticed 
with the passage of time.

• After the advance is received, GST becomes 
payable, even if the supply of goods and services 
are to be made later. Here it is pertinent to 
mention that input tax credit won’t be available 
on such instances. However, the business will be 
affected.

• Though GST is a major tax reform since 
independence. Thus, the GST led to increase in 
costs of buying new software and to train these 
employees for the same.

• GST – compliance is a big issue. From 
traditionally pen and paper economy, it is now 
changed to digital record to be kept.

• Operational costs are increased due to GST. It 
could be a problem for the small businesses who 
do not employ tax professionals.

• A lot of confusion will be faced as for the 
financial year 2017-2018, old tax system was 
followed for the first 3 months of financial year 
2017, i.e April, may and June, and for rest of the 
year, GST took place.

• Because of the online system, many small 
businesses could face problems regarding the 
resources. They might not be well aware of the 
system.

• Imposition of higher tax burden on the small 
business is another issue.

• No notification has been received regarding 
clarity on tax holidays.

Conclusion
GST (goods and services tax) which came into effect 
on 1-7-2017 is the best possible act to improve the 
taxation system.
The way of handling business is changed. So many 
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positive and negative aspects could be seen.
The government is trying to settle down various 
issues arose till date. Its aim is to establish a common 
national market.
However, hopefully, GST benefits will soon supersede 
GST disadvantages.
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INTRODUCTION
Automobile sector in India is growing fast and the 
growth pattern seems to have a clear correlation with 
the reforms related policies those influenced both 
domestic demand pattern as well as trade. India is 
global major in the two wheeler industry producing 
motor cycles, scooters and mopeds principally of 
engine capacities below 200cc. The two wheeler 
industry in India has grown at a compounded annual 
growth rate of more than 15% during the last five 
years and Indian two wheelers comply with some 
of the most stringent emission and fuel efficiency 
standards maintained worldwide. In India two 
wheelers is the second largest producer in the world 
and the world’s number one producer is located in 
India. India is the largest tractor manufacturer, the 
fifth largest commercial vehicle manufacturer and 
the thirteenth largest producer of passenger cars in 
the world.
The Auto industry currently employs more than 30 
million people both directly and indirectly. The auto 
industry is a key employment generator in the OEM 
factory that manufacturers the vehicles, in the inbound 
auto component and logistics industry that makes and 
delivers components & systems and the out bound 
logistics and dealer network that sells, maintains 
and distributes the cars. Every vehicle produced, 
generates secondary and tertiary employment. The 
industry generates employment of 13 persons for 
each truck, 6 persons for each car and four persons for 
each three wheeler and one person for two wheelers. 

It is important to appreciate the sector’s multiplier 
effect on economic activity. If the industry produces 
as per its potential, it could generate employment of 
over 35 million people by 2020.

ABOUT THE GST
The GST as the biggest taxation reform and is 
basically a proposed tax reform at the moment. 
This is indirect tax much like the VAT, Service tax, 
entertainment tax, etc. and this would be levied by 
the 
state and center in the form of State GST and Centre 
GST on the manufacture, sale and consumption of 
almost all goods and services all across India. The 
auto industry is likely to gain from the implementation 
of the GST since it is expected to reduce logistics 
costs by removing trade hurdles, paving way for 
more competitive manufacturing. The execution of 
GST will remove the effect of multiplicity of taxes 
on the cost of goods and services. Currently, most 
of car manufacturers are located in few of the states 
in India and by some estimates, 80% of these cars 
are sold to dealers in states outside the state in which 
they are manufactured. Moreover, with the effective 
tax rate dropping to around 18% from up 27% fro 
some segments currently, it will result in lower prices 
and consecutively, boost the demand for automobiles 
with respect of taxation and duties, cars have been 
classified into four categories (i) Small cars with 
petrol engine capacity below 1200cc and under four 
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meters in length, (ii) Mid size cars with petrol engine 
below 1200cc , (iii) Diesel engine below 1500cc , 
(iv) Luxury cars with engine capacity of 1500cc and 
above, (v) SUVs with engine capacity above 1500cc, 
170 mm of ground clearance and longer than four 
meters.
 On small cars, a total tax of around 28% is levied 
currently which includes VAT and excise duty while 
for mid size cars, it’s around 39% once GST gets 
implemented, the total taxes levied on cars is likely 
to be reduced.
The industry requires the Government to support by 
providing it an atmosphere that facilitates growth. 
While the auto industry is focused on generating 
volumes in the different segments to garner growth, 
it is in the interest of the Government to continue 
with the lower excise rates as this will help increase 
volumes and garner additional tax revenue. High tax 
rates and consequent high prices of vehicles have a 
harmful effect of lowering volumes, lowering gross 
tax collections and ultimately lowering growth in the 
auto sector.
The Government should facilitate a conducive 
environment for growth of the auto industry by 
defining favorable long-term policy for investment. 
Due to the unfavorable policy environment in the 
country where tax rates on vehicles are getting 
changed every year and Government is negotiating 
FTAs where custom duties are likely to come down, 
many international companies that had planned to 
enter the market have stalled the plan and are now 
considering other emerging markets, such as China 
and Brazil.
The industry has potential to grow to become a 
major economic contributor. The Government also 
recognizes the importance the automobile industry 
holds in the Indian economy and hence is currently 
working on Automotive Mission Plan 2026 to set 
targets for the industry for the year 2026 and to 
suggest interventions that would be critical for 
growth of the industry. The industries identified by 
the Prime Minister for “Make in India” also include 
the automobile and auto component industry. The 
Ministry of Finance has laid down the roadmap for 
implementing Goods & Services Tax (GST) from 
April 1, 2010 and the Empowered Group of State 
Finance Ministers on Value-Added Tax (VAT) has 
accepted the report of the Joint Working Group 
which suggests a dual GST structure (a central GST 
and a state GST).

IMPACT OF THE GST ON 
AUTOMOBILE SECTOR
The Goods and Service Tax is a single rate tax levied 
on the manufacture, sale and consumption of goods 
as well as services at a national level. In this system 
the GST is implemented only on the value added 
at every stage of production. This will ensure there 
is no cascading effect of taxes (tax on tax paid) on 
inputs that are used in manufacturing goods. With 
the GST in place, the prices of goods are expected to 
fall, and in the long term we can expect the dealers 
to pass on these benefits to the end consumer as 
well. The Automobile industry has seen significant 
disputes under central excise valuation like, sale 
below the cost for market penetration, inclusion of 
State Industrial Promotion subsidies retained by the 
manufacture, deductibility of past sale discounts from 
value under excise, valuation of demo cars treatment 
of PDI charges and other dealer reimbursement 
advertisement charges recovered from dealers etc., 
and sales though marketing companies and mutuality 
of interest. The model GST law continues with the 
concept of transaction value which is a welcome 
measure, however the powers for rejection of the 
transaction value are very wide, and could lead to 
significant valuation disputes.
The GST is working towards a more viable approach 
when it comes to tax, which is applicable in the 
manufacturing process. The tax under the new 
regime which the manufacturer has already levied in 
the manufacturing process in deducted when the final 
product created by the manufacturer is produced in the 
market. Hence, the tax on products in overall reduced 
as the tax otherwise charges on the final product does 
not include the pre charged one. The same process 
is followed on the level of the wholesaler who sets 
off the tax when he purchases the good from the 
manufacturer and releases them in the market. The 
product passes from the wholesaler to the retailer the 
retailer after adding value to the product again sets 
off the tax when releasing the goods finally in the 
market. In this chain of passing the goods from one to 
another, the tax sets off at every level, releasing a bit 
of pressure on all the people on the respective stages.
Hence, when the final product is released the overall 
value of the good when taxed has a marginal variation 
in favor of the consumer as to re-existing rate of 
taxes. The double tax burden is being eliminated 
from this region as taxes that may have been charged 
and again charged on the tax that was already paid 
has been done away with the section, though has 
variations as per type of vehicle depending on the 
size and emissions by the same. Moreover the overall 
compliance burden is expected to decrease and bring 
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lots more efficiency in operations of the indirect tax 
prospective the whole country will be treated as one 
market and will add to operational efficiencies.
The GST will be positive for the automotive sector, 
primarily because of the efficiency and the removal 
of cascading that is expected with GST, example a 
car is manufactured in a particular state and generally 
80 percent of these cars are sold to states outside the 
state of manufactures to dealers outside the state. So 
today, to straight away give you an example, the two 
percent central sales tax 
(CST) that they pay will not be there tomorrow 
because hopefully origin tax is not there. Even the two 
percent CST will be an integrated GST (IGST) which 

will be fully creditable by the dealer when he sells the 
car in the other state, and even from a procurement 
point of the view, if there is interstate procurement we 
suffer today at two percent CST which is a cost to the 
manufacturer, that also will not happen because those 
interstate procurements will have an IGST in it which 
is again available as a full credit to the manufacturer 
if the credit rules are simple and easy. The second 
efficiency could be also on the input side, a bigger, 
more easy credit mechanism so that all the taxes on 
the input side, whether it is input services, whether it 
is capital goods, whether it is manufactured products 
are set off against the output liability of GST.

Table showing the different types and rate of taxes levied on the passenger vehicles/ 
SUV

Segment Excise 
Duty

*Nccd 
+auto 
cess 

VAT *Road 
Tax

*Motor 
vehicle 

Tax
Total CGST SGST Total Differ-

ence

Small Cars 
<1200cc 12.50% 1.1% 14% State 

based
State 
based

28% 
(ap-

prox)
9% 9% 18% 10%

Mid-Size 
Cars from 
1200cc to 

1500cc

24% 1.1% 14% State 
based

State 
based 39% 9% 9% 18% 21%

Luxury 
Cars>1500cc 27% 1.1% 14% State 

based
State 
based 42% 14% 14% 28% 14%

SUV‟s 
>1500cc, 
>170mm 
ground 

clearance

30% 1.1% 14% State 
based

State 
based 45% 14% 14% 28% 17%

The GST law treats job work as a service and seeks 
to maintain existing excise procedures for the job 
work transactions, i.e. non taxability of job work 
transaction and providing credits to the principal 
for supplies to job worker 180 days condition for 
bringing back goods after job work. The automobile 
industry for vendors to develop tools for the 
manufacture of parts of automobiles. The ownership 
of such tools is transferred to the OEMs, and the 
cost is also recovered from OEMs. However, the 
tools are physically located in the vendor’s factory 
for manufacture of parts. As specified in model GST 
law the definition of capital goods covers only those 
goods which are used at the place of business of 
supply of goods. Thus, only goods which are used in 
the place of business of OEM seem to be eligible for 
GST credit in the OEM‟s hands. This could possibly 

result in increase in the cost of totaling and cost for 
manufacture. 
The automotive industry has witnessed several cesses 
including automobile cess, NCCD, tractor cess and 
infrastructure cess. In the discussions on GST, the 
Government has indicated its intention to subsume 
all central and State cesses into GST.
The existing CENVAT credit rules the input tax credit 
will be allowed only of those goods falling within 
specified chapters to the model GST law. Further the 
definition of inputs and input services also provides 
for exclusions. Therefore, it appears that even under 
GST, restrictions on input tax credit will continue. 
Generally, states provide for various incentives 
including investment promotion subsidies (IPS). 
A majority of the automobile manufacturers enjoy 
special benefits from the State government in the form 
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of State investment promotion subsidies (IPS). This 
is given in the form of refund of VAT/CST paid. The 
implementation of GST, taxes move from the origin 
state to the consumption state. This could result in 
significant reduction of flow back of IPS, since GST 
on interstate sales is not credited to the origin state 
unless on interstate sales is not credited to the origin 
state unless there is a compensation mechanism to 
the states or to the OEMs with regard to the impact 
on the IPS due to GST.

Existing Excise Duty rate 

Vehicle Category Excise 
Duty

Small cars 12.5%
Length >4m but engine capacity less 
than 1500cc 24%

Length >4m and engine capacity more 
than 1500cc 27%

SUVs/MUVs (length >4m, engine 
capacity >1500cc and Ground clearance 
>170mm)

30%

Hybrid cars 12.5%
Specified components of Hybrid 
vehicles 6%

Electric cars, Buses, 2W & 3W 6%
Specified components of Electric 
vehicles 6%

Buses 12.5%
Trucks 12.5%
Three wheelers 12.5%
Two wheelers 12.5%

Existing Import Duty rates

Criteria / Applicability
I m p o r t 
Duty in 
%

Used car import 125
Cars CBUs whose CIF value is more 
than $ 40,000
or Petrol Engine > 3000 CC
or Diesel engine > 2500 CC

100

Cars CBUs whose CIF value is less than 
$ 40,000
and Petrol Engine < 3000 CC
and Diesel engine < 2500 CC

60

Two-wheeler CBUs with engine 
capacity <800 cc 60

Two-wheeler CBUs with engine 
capacity >=800 cc 75

Commercial Vehicle CBUs (Trucks & 
Buses) 20

CKD containing engine or gearbox 
or transmission mechanism in pre-
assembled form, but not mounted on a 
chassis or a body assembly

30

CKD containing engine, gearbox and 
transmission mechanism not in a pre-
assembled condition

10

TAX RATE FOR THE INDUSTRY
The tax rate on inputs and output should be fixed 
considering the pattern of input purchase and output 
sales which varies considerably. This has implications 
for the input tax credit. While vehicle manufacturing 
takes place in a few states with supply to other 
states (local sales account for less than 10% of total 
domestic sales), the majority of components (around 
70% - 80%) are procured from vendors within the 
state. If tax rate of components/inputs is more than 
the tax rate at the time of supply of complete vehicles 
(Completely Built Units), then refund would arise.

Suggestions of Tax base & Levy
1. Uniform rate of tax should be charged on 

complete vehicles (whether by way of sale or by 
way of transfer) and inputs, against which input 
credit should be allowed.

2. Tax paid on complete vehicles on movement 
from factory should be made available as input 
credit to the vehicle dealers.

3. Manufacturers could give state-wise break-up at 
periodically to respective state governments who 
may settle it through the appropriate clearing 
house mechanism.

4. Considering the current level of taxation, a 
suitable tax rate may be adopted. Tax rates should 
be uniform across states and there should be one 
authority to which payment would be made by 
way of one Challan.

5. Goods and services should be classified on the 
basis of HSN and GATTS (at both central and 
state levels).

6. A common base should be adopted for taxation 
of both Central and State GST. Under the present 
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taxation system, interstate sales tax and local 
sales tax is levied on excise duty in respect of 
the manufactured goods resulting in cascading of 
taxes.

7. In case of non-sale, where the transaction value 
of goods or services is not determinable and 
when GST is charged, a simple mechanism of 
valuation could be adopted on the basis of cost.

8. Under GST, it is suggested that the basis of tax 
credit should be on „Cost to Business‟, i.e. tax, 
which is paid and forms cost to business should 
be allowed as a tax credit, both at the Central & 
State level.

9. The document based credit should also be 
dispensed with and could be substituted by 
appropriate certification by an independent 
Chartered Accountant (or the Appointed 
Company Auditors). The same could be subject 
to appropriate audits by trained government 
officers and could be IT enabled.

10. Diesel and motor spirit should be brought under 
GST with input tax credit and mechanism to 
avail the same. VAT on diesel and motor spirit 
constitutes a significant element of cost for the 
transport industry.

11. In the proposed GST system, it is not known 
whether the stock transfer would remain 
exempted from tax (at present, sales tax is not 
levied on Stock Transfer) or would be made 
taxable in the importing state; the industry needs 
to understand the treatment of stock transfers for 
the purpose of input tax credit.

12. There should be no distinction between input 
and capital goods. Presently, definition of Capital 
Goods under Central excise law and state VAT 
is not uniform. Under State VAT, definition of 
capital goods and also the rate of taxation vary 
from state to state. As regards periodicity of 
taking credit, excise and VAT laws differ.

13. In respect of existing exemptions having sunset 
clause, appropriate transitional provisions should 
be introduced to ensure continuity of existing 
benefits. A clarification is needed on how the 
existing sales tax benefit schemes e.g. loan, 
deferral would be affected.

14. The State Goods and Services Tax Act, State 
GST Act should be a common Act operated/
implemented by all the states and Union 
Territories (similar to present Central Sales Tax 
Act) covering transactions related to goods, 
services and exports.

15. Concept of „Tax Invoice‟ should be continued 
for availing State GST credit.

16. To ensure viability of EOU under severe 
competition, timely refund of tax is needed. 

Effective refund system should be in place for 
smooth operations of EOUs. Presently, EOUs 
are eligible to get refund of CST on interstate 
purchase of inputs used in the production of 
export goods and local VAT content of the export 
product is allowed to be deducted against the 
DTA Sales and the balance, if any, is allowed as 
refund.

17. Under a dual GST structure (a Central GST and 
a State GST), there could be a situation where 
the Input Tax credits which remain assizes 
would be refunded to the assizes. Since the cross 
utilization of credits between the Central GST 
and State GST is not permitted, there could be 
a situation of payment on the one hand and a 
refund situation on the other. In order to avoid 
this situation cross utilization of input tax credits 
should be allowed.

18. Procedural changes should be notified in advance. 
The industry should be given 6 months lead time 
before the introduction of GST.

19. State specific incentives should be protected 
under GST.

CONCLUSION
The implementation of GST, taxes moves from the 
origin state to the consumption state due to which 
overall economic activity is expected to increase and 
it could expect a better GDP growth that should push 
demand for vehicle across categories. Impact of tax 
cascading will also go away that will reduce overall 
cost of vehicle manufacturing as all taxes on input 
paid will be offset with the output liability of GST.
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ABSTRACT
Change. Why are we so scared from change which will only result in our advancement and growth? Why is 
this constant so difficult to accept? Once a wise man said “Without change there is no innovation, creativity, or 
incentive for improvement. Those who initiate change will have a better opportunity to manage the change that 
is inevitable.”
And once such change is the introduction of GST in India. The Goods and Services Tax (GST) is a value-added 
tax levied on most goods and services sold for domestic consumption. The GST is paid by consumers, but it is 
remitted to the government by the businesses selling the goods and services. In effect, GST provides revenue for 
the government.GST is composed of three types of taxes and those are CGST, SGST, IGST and UTGST which 
are determined by the movement of the goods and service i.e. intrastate movement or Interstate movement. 
With the introduction of GST, central and state governments will abolish all multiple taxes, except customs duty 
and levy dual GST simultaneously for supply of goods and services within the state. If the supply is interstate, 
a single integrated GST will be levied on all supplies. Except J&K, Centre and state governments have enacted 
laws to levy GST. Article 246A empowers the Parliament and state legislatures to make laws for GST. It places 
no limitations on laws on GST. Nothing in the constitution prevents the center and state from enacting CGST 
and SGST in ways that deviate from the GST Council. GST Council can only make recommendations, not 
binding statutory laws. If the regulatory body does not have the power to make changes for the benefit of 
uniformity, what good is GST?
Focusing on the benefits offered by GST for common people are that it helps to eliminate double charging. 
Which leads to a reduction in the price of goods and services. After GST implementation, the price of FMCG 
products, small cars, cinema tickets, electrical wires, etc. are cutting prices of their products. The companies 
such as Patanjali, ITC, HUL, and Marico are slashing the prices of goods. The biggest benefit of GST is an 
elimination of multiple indirect taxes. After July 1 excise, octroi, sales tax, CENVAT, Service tax, turnover 
tax, etc. are not applicable. Now all these taxes fall under GST.Further the taxpayers would not be required to 
maintain records of the Central Government and the State Governments like Central Excise, Service Tax, VAT, 
Central Sales Tax, Octroi, Entry Tax, Luxury Tax, Entertainment Tax, etc. The taxpayer only needs to maintain 
records and show compliance in respect of Central Goods and Services Tax Act.The main advantage of GST 
is that it helps the entrepreneurs in doing business activities. GST is bringing the country under one tax and 
prevent unhealthy competition among states. People doing interstate business will be the major beneficiaries of 
this.It replaced all 17 indirect taxes with a single tax. The increase in product demand will lead to increase in 
tax revenue for state and central government.For a businessman, GST will be a boon. No multiple taxes means 
compliance and documentation will be easy. Return filing, tax payment, and refund process will easy and hassle 
free.
GST will increase gross domestic product. It is estimated that GDP will grow by 1-2% due to GST. It is widening 
the tax base and improving the taxpayer compliance. The new tax regime is likely to improve India’s ranking 
in the Ease of Doing Business Index. As GST will reduce the cost of product it is expected that demand for the 
product will increase and to meet the demand, supply has to go up. The requirement of more supply will be 
addressed by only increasing employment. 
The biggest problem with GST introduced is that it is far from ideal. A lot of compromise has been the 
consequence of letting states have the power to make changes. There are closer to 6 different rates rather than 1 
or 2 at latest count. States have been given power to levy taxes on services, but allocation of taxation limits and 
jurisdiction remains a critical issue. Businesses are concerned about assessment hurdles in getting input credit 
and compliance. No other country has implemented GST where 60% tax is in services, less than 20 percent in 
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INTRODUCTION
The introduction of GST would be a very significant 
step in the field of indirect tax reforms in India. By 
amalgamating a large number of Central and State 
taxes into a single tax, it would mitigate cascading 
or double taxation in a major way and pave the way 
for a common national market. From the consumer 
point of view, the biggest advantage would be in 
terms of a reduction in the overall tax burden on 
goods, which is currently estimated to be around 
25%-30%. Introduction of GST would also make 
Indian products competitive in the domestic and 
international markets. India is opting for Concurrent 
Dual GST model. The need for a Dual-GST model 
is based on its existing framework on both levels of 
Government i.e. Centre and State, as per Constitution 
holds concurrent powers to levy tax domestic goods 
and services. The proposed Concurrent Dual GST 
model would be a dual levy imposed concurrently by 
the Centre and the States, but independently both the 
Centre and State will operate over a common base.In 
Concurrent Dual GST modelCGST, SGST, IGSTare 
to be levied in case of inter-state supply of goods, 
which is a non-viable item. Hence, no input credit 
available on such.

Benefits and challenges of GST
Putting light on the benefits of GST, firstly it 
encourages the idea of ‘Make in India’. Where 
it will create a unified common national market for 
India, giving a boost to foreign investment and so 
to “Make in India” campaign. Secondly it provides 
anefficient neutralization of taxes especially 
for exports thereby making our products more 
competitive in the international market and give 
boost to Indian Exports. Further it creates an average 
tax burden on companies, which is likely to come 
down when expected to reduce prices and lower 
prices mean more consumption, which in turn means 
more production thereby helping in the growth of the 
industries. This will create India as a ‘Manufacturing 
hub’. And it improves a compliance of environment 
as all returns to be filed online, input credits to be 
verified online, encouraging more paper trail of 
transactions.
Elaborately it provides an easy compliance for 
business and industry. A robust and comprehensive 
IT system would be the foundation of the GST 
regime in India. Therefore, all tax payer services such 
as registrations, returns, payments, etc. would be 
available to the taxpayers online, which would make 

manufacturing and agriculture which is untaxed. Are the states trained to handle the disparities? While sincere 
attempts have been made to resolve issues, it remains to be seen if this philosophy of any GST is better than 
no GST will be successful. Forming the cornerstone of cooperative federalism, a single GST would have been 
glorious. But just how bright can India’s future be, with “one nation, one tax” reforms that are questionable? A 
lot depends on the economy, and resolution of compliance issues with respect to this.
In the last I would like to conclude with the quote “We are only as strong as we are united, as weak as we are 
divided” and as a strong law GST is, it will only make us stronger when we are united. Though GST has its 
own flaws and controversies, GST will surely help to boost up our economy but it’s a long-run process, which 
will take time. Only the time will tell us whether the GST was beneficial for India or not. But this tax reform 
shows that Indian government and its citizens are ready to take big steps for the betterment of the nation. People 
coming together, discussing, debating on national growth that is big enough takeaway from this.

GST: ONE TAX ONE NATION
Change. Why are we so scared from change which will only result in our advancement and growth? Why is 
this constant so difficult to accept? Once a wise man said “Without change there is no innovation, creativity, 
or incentive for improvement. Those who initiate change will have a better opportunity to manage the change 
that is inevitable.” And where our country took the initiative to adapt the change, when heads high every news 
channel and newspapers announced with pride that “a high-pitched debate. Worry about the future. Voting. And, 
the Goods and Services Tax Constitution Bill was passed by the Rajya Sabha on Wednesday evening.”
The journey started on May 2015 when the Constitution Amendment Bill was earlier passed by the Lok Sabha. 
The Bill was referred to the Select of Rajya Sabha on 12.05.2015. Further the Select Committee had submitted 
its Report on the Bill. The Bill with certain amendments was finally passed in the Rajya Sabha and thereafter 
by Lok Sabha in August, 2016. Later the bill had been ratified by required number of States and received assent 
of the President on 8thSeptember, 2016 and has since been enacted as Constitution Act, 2016 with effect from 
16th September, 2016.
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compliance easy and transparent. In other words, 
GST would make doing business in the country 
tax neutral, irrespective of the choice of place of 
doing business. It generates removal of cascading 
as a system of seamless tax-credits throughout the 
value-chain, and across boundaries of States, would 
ensure that there is minimal cascading of taxes. This 
would reduce hidden costs of doing business. Further 
it Improved competitiveness as reduction in 
transaction costs of doing business would eventually 
lead to an improved competitiveness for the trade 
and industry and provide gains to manufacturers and 
exporters as the subsuming of major Central and 
State taxes in GST, complete and comprehensive set-
off of input goods and services and phasing out of 
Central Sales Tax would reduce the cost of locally 
manufactured goods and services. This will increase 
the competitiveness of Indian goods and services 
in the international market and give boost to Indian 
exports. The uniformity in tax rates and procedures 
across the country will also go a long way in reducing 
the compliance cost. 
It provides Simple and easy to administration to 
Central and State Governments. Multiple indirect 
taxes at the Central and State levels are being replaced 
by GST. Backed with a robust end-to-end IT system, 
GST would be simpler and easier to administer than 
all other indirect taxes of the Centre and State levied 
so far. It gives a better controls on leakage as GST 
will result in better tax compliance due to a robust IT 
infrastructure. Due to the seamless transfer of input 
tax credit from one stage to another in the chain of 
value addition, there is an inbuilt mechanism in the 
design of GST that would incentivize tax compliance 
by traders. It generates a higher revenue efficiency as 
GST is expected to decrease the cost of collection of 
tax revenues of the Government, and will therefore, 
lead to higher revenue efficiency. For the consumer, 
Single and transparent tax proportionate to the 
value of goods and services and Due to multiple 
indirect taxes being levied by the Centre and State, 
with incomplete or no input tax credits available at 
progressive stages of value addition, the cost of most 
goods and services in the country today are laden 
with many hidden taxes. Under GST, there would be 
only one tax from the manufacturer to the consumer, 
leading to transparency of taxes paid to the final 
consumer.

Impact of GST on India
Cab and Taxi rides rates has come down as Ola or 
an Uber will be cheaper because the tax rate has come 
down to 5% from an earlier 6% for a cab booking 

made online. Further on Airline tickets, Under the 
GST, tax rate for economy class for flight tickets is 
set at 5% but the tax for business class tickets will 
have a higher tax rate of 12%. Footwear costing more 
than INR 500 will have a GST rate of 18% from an 
earlier rate of 14.41 rate but rates for the footwear 
below INR 500 has been reduced to 5%. So, you need 
to shell out more for buying a footwear above INR 
500/-. And with respect to the ready-made garments, 
the rates have been reduced to 12% from an existing 
18.16% which will make them cheaper.Train Fare 
would not be much of an impact. The effective tax 
rate has increased from 4.5% to 5% in GST. But, 
passengers who travels for business trips can claim 
Input Tax Credit on their rail ticket which can help 
them to reduce expenses. People travelling by local 
trains or in the sleeper class will not be affected, but 
first-class & AC travelers will have to pay more. The 
Amounts on Life Insurance Premium policies will 
rise, with an immediate impact can be seen on your 
term and endowment policy premiums as the rates 
have been increased under GST across life, health 
and general insurance.GST impact on your returns 
from mutual funds investments will largely be 
marginal as the GST will be charged on the TER i.e. 
Total Expense Ratio of a mutual fund. The TER is 
commonly called as expense ratio of a mutual fund 
company, and the same is set to go up by 3%. The 
return what you get as an investor will be reduced 
to that extent unless the respective mutual fund 
company i.e. AMC absorbs it but that anyhow will 
be a marginal difference. The gold investment will 
become slightly expensive because there will be 
3% GST on gold & 5% on the making charges. The 
earlier tax rate on gold was around 2% in most of the 
states and the GST is increased from the existing rate 
to around 2% to 3%.Under construction properties 
will be cheaper than read-to-move-in properties. The 
GST rate for an under-construction property is 18% 
but the effective rate on this kind of property will be 
around 12% due to input tax credits the builder will 
avail of Education and Medical sectors have been 
kept outside the GST ambit and both the primary 
education & healthcare is exempt from GST. It means 
a consumer will not pay any tax for the money you 
spent on these services. But due to increase in the rate 
of taxes for certain goods & services as procured by 
these organizations, they may pass on the additional 
tax burden to the consumers. Most of the buying 
the cars in the Indian market will become slightly 
cheaper, except for the hybrid cars because the GST 
rate will be 28% tax on all the vehicles irrespective 
of their make, engine capacity or model. However, 
over and above this 28%, an additional will be levied 
which can be either 1%, 3% or 15 %, depending 
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on the particular car segment.Your restaurant bill 
would depend on whether you dined at an AC or 
Non-AC establishments which do not serve alcohol. 
Now dining at five-star hotels will be charged at 
18% GST rate and the Non-AC restaurants will be 
charged 12% and a 5% GST will be charged from 
small hotels, dhabas and restaurants who do not cross 
an annual turnover of INR 50 Lakh.

How is India different from other 
countries on the working of GST?
Indian government has structured GST for efficient 
tax collection, reduction in corruption, easy inter-
state movement of goods etc. India does not follow 
an ideal VAT. Central sales tax which the central 
imposed on the sale of goods from one state to 
another will continue in the different form called 
Integrated GST. One big differentiation between 
GST in India and GST in other countries is that, 
in India two types of GST is charged, hence called as 
duel GST. Explaining the impact of GST, analysts at 
Care Ratings cited few reasons. Firstly the impact of 
GST on price levels is difficult to ascertain as there 
are various factors other than tax rates that drive price 
levels. Main issue in GST is tax evasion arising out 
of small businesses not registering, under-reporting 
of actual sales by traders; traders collecting tax but 
not remitting to the government; and traders making 
false claims for refunds. Clear Tax in its report 
said, “Unlike India, other countries have a much 
higher threshold for GST applicability thus reducing 
the burden for small businesses. This will bring in 
challenges for our SMEs.”

CONCLUSION
Lines quoted by our respected prime minister on the 
inauguration day says “GST is a great step by Team 
India, great step towards transformation. This can’t be 
seen as a victory of a party or government, it is a win 
for the democratic ethos of India. We say a lot about 
corruption but to eradicate corruption it is important 
to strengthen our system as well.” So the proposed 
GST regime is a half-hearted attempt to rationalize 
indirect tax structure. More than 150 countries have 
implemented GST. The government of India should 
study the GST regime set up by various countries 
and also their fallouts before implementing it. At the 
same time, the government should make an attempt 
to insulate the vast poor population of India against 
the likely inflation due to implementation of GST. No 
doubt, GST will simplify existing indirect tax system 

and will help to remove inefficiencies created by the 
existing current heterogeneous taxation system only 
if there is a clear consensus over issues of threshold 
limit, revenue rate, and inclusion of petroleum 
products, electricity, liquor and real estate. Until the 
consensus is reached, the government should resist 
from implementing such regime of one tax and one 
nation.
As “Change with the times...The early bird will 
benefit the most, the ones who don’t will be left 
out.”
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Preamble
GST the biggest tax reform in India founded on the 
notion of “one nation, one market, one tax” has finally 
been implemented. The GST rollout, with a single 
stroke, has converted India into a unified market of 
1.3 billion citizens. Fundamentally, the $2.4-trillion 
economy is attempting to transform itself by doing 
away with the internal tariff barriers and subsuming 

central, state and local taxes into a unified GST. The 
idea behind implementing GST across the country in 
29 states and 7 Union Territories is that it would offer 
a win-win situation for everyone. Manufacturers 
and traders would benefit from fewer tax filings, 
transparent rules, and easy bookkeeping; consumers 
would be paying less for the goods and services, 
and the government would generate more revenues 
as revenue leaks would be plugged. The impact of 
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It was anticipated that Lower compliance and procedural cost, helping boost India’s GDP growth by 100-
200 bps or (1 to 2 percentage) as leading to faster and cheaper movement of goods across the country with 
a uniform taxation structure, signalling to the foreign investors about India’s ability to support business and 
also beneficial with more transparency, efficient compliance, ramp up in GDP growth to the Centre, states, 
industrialists, manufacturers, the common man and the country at large. A notable rise was visible in the GDP 
indices in the first quarter of its implementation wherein recovery of the economy was observed against the 
immediate past slow down. Similarly index of Industrial Production (IIP) has also noticed an average rise in it. 
It has also helped by pushing the economy to one step closer to the common man and market by allowing and 
ensuring free movement of capital and services. The introduction of GST network and E Way bills has solidified 
the country’s supply chain and put in a place a structure offering transparency and greater control. Efficacy of 
input tax credit has helped in eliminating cascading taxes and thus by incentivizing dealer to bring transparency. 
It has also helped in shifting the informal sector to formal sector in India.
It is too early to analyse full impact on economy from GST implementation, since lot more changes are yet to 
come, policy has to shape fully, and benefits to the economy from GST would be prominent and visible, giving 
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GST on macroeconomic indicators is likely to be 
very positive in the medium-term. Inflation would be 
reduced as the cascading (tax on tax) effect of taxes 
would be eliminated. The revenue from the taxes 
for the government is very likely to increase with 
an extended tax net, and the fiscal deficit is expected 
to remain under the checks. Moreover, exports 
would grow, while FDI (Foreign Direct Investment) 
would also increase. The industry believes that the 
country would climb several ladders in the ease of 
doing business with the implementation of the most 
important tax reform ever in the history of the country.

Factors which have impacted 
positively to Indian Economy by GST 
implementation
• End of an era of multiple taxes - Removal of 

bundled indirect taxes such as VAT, CST, Service 
tax, CAD, SAD, and Excise - Replacement of 17 
types of (8 Central and 9 State) taxes, leading to 
reduction in the tax burden and compliance cost 
by virtue of Less tax compliance and a simplified 
tax policy compared to current tax structure

• Reduction in cascading effect of taxes - GST will 
reduce/remove the cascading effect by integrating 
the tax systems of central and State governments. 
Both Centre and States will simultaneously 
levy GST (i.e. Central GST & State GST) on a 
uniform base. Also, GST is to be paid only on the 
value addition.

• E – Compliance - GST mandates only electronic 
filing of information relating to all compliances, 
starting from registration to filing of returns 
to paying taxes. Automation of compliance 
procedures would reduce errors, increase 
efficiency.

• Availability of Input Tax Credit (ITC) - Earlier, 
entities were required to use many forms to 
obtain exemptions from payment of taxes. For 
e.g. while making stock transfers to a branch 
located in another state, firms used Form F to 
get an exemption from the Central Sales Tax 
and obtain input tax credit on VAT. Similarly, 
exporters get exemptions from payment of VAT/
CST through Forms C, Form F and Form H. 
GST does away with such forms and making 
the system more simple and transparent. It has 
also helped in shifting informal sector to formal 
sector in India, bringing more transparency and 
widening tax net.

• Lower manufacturing Cost - New Indirect Tax 
regime would lead to lower transportation and 
distribution costs (availability of Input Tax Credit 

on Freight or Transportation). The main reason 
for the high cost is the expense incurred on 
branches and warehouses. The above provisions 
are expected to increase the overall productivity 
of manufacturing, services and trading operations 
leading to a reduction in prices and a general 
increase in the economic activity.

• Defined treatment for e-commerce - Many Indian 
businesses provide goods and services through the 
internet. Earlier, there were no specific provisions 
for treatment of the e-commerce sector in pre 
GST regime. All these differential treatments and 
confusing compliances will be removed under 
GST. For the first time, GST clearly maps out the 
provisions applicable to the e-commerce sector 
and since these will apply all over India, there 
should be no complication regarding inter-state 
movement of goods anymore.

• Increased demand and consumption of goods. 
Increased demand will lead to increase supply. 
Hence, this will ultimately lead to rise in the 
production of goods.

• Control of black money circulation as the system 
normally followed by traders and shopkeepers 
will be put to a mandatory check.

• Regulating the unorganized sector - Certain 
industries in India like construction and textile 
are largely unregulated and unorganized. GST 
has provisions for online compliances and 
payments, and availing of input credit only when 
the supplier has accepted the amount, thereby 
bringing accountability and regulation to these 
industries.

How GST has impacted the Indian 
Economy
Reduces tax burden on producers and fosters growth 
through more production. The previous taxation 
structure, pumped with myriad tax clauses, prevented 
manufacturers from producing to their optimum 
capacity and led to retarded growth. GST has taken 
care of this problem by providing tax credit to the 
manufacturers.
Different tax barriers, such as check posts and toll 
plazas, lead to wastage of unpreserved items being 
transported. This penalty transforms into major costs 
due to higher needs of buffer stock and warehousing 
costs. A single taxation system will eliminate this 
roadblock.
There will be more transparency in the system as 
the customers now knows exactly how much taxes 
they are being charged and on what base. GST has 
enhanced the government revenues by extending the 
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tax base. GST has provision for credit for the taxes 
paid by producers in the goods or services chain, 
which is encouraging producers to buy raw material 
from different registered dealers and also widened 
the tax nets by bringing more vendors and suppliers 
under the purview of taxation.

Sectoral Impact overview – Post GST 
Implementation
The revenue collections from customs duty and 
Integrated GST (IGST) from imports, has almost 
doubled to Rs 30,000 crore in the first month of 
implementation itself, which had rose to the level of 
Rs 1,06, 577 Crores in March 2019. The said revenue 
include those on account of customs duty, Integrated-
GST (IGST) from imports, Countervailing Duty 
(CVD), special addition duty (SAD) and cess 
collection on imported items. 

Textiles and Garments
The Indian textile industry provides employment to a 
large number of skilled and unskilled workers in the 
country. It contributes about 10% of the total annual 
export, and this value is likely to increase under GST. 
Till recent, this sector has been out of the tax net. 
Under the New GST regime, textile and garments 
sector is now fully part of the tax net. Previously, 
some parts of the value chain, especially fabrics, 
were outside the tax net, leading to in formalisation 
and evasion leading to overall expansion of the tax 
net and base.

Logistics
GST has transformed the logistics industry in country 
where moving stuff around without compliance is 
notoriously difficult to do. Now the Interstate check 
posts have been removed which in turn travel time of 
long-haul trucks, other cargo vehicles cut by at least 
one-fifth. This eventually leading to cost savings and 
bringing efficiency in movement and overall system. 
In a vast country like India, the logistics sector forms 
the backbone of the economy. We can fairly assume 
that a well-organized and mature logistics industry has 
the potential to leapfrog the “Make In India” initiative 
of the Government of India to its desired position. 
Digital way bill and GST Networking has also helped 
in reducing documentation, hassles in movement if 
transparency and accuracy is maintained.

Cement and Realty
Under GST regime, cement bags are taxed at the 
highest rate of 28 per cent. While the duty implication 
largely remains unchanged from the earlier regime as 
compared to the current GST however the advantage 
is tax offset on inputs purchases as well as on service 
tax paid on its freight.
Further, taxes on the key raw material i.e. coal have 
been reduced to 5 per cent from about 11 per cent. 
These lower taxes had reduced input costs for cement 
manufacturers. It is expected that most cement 
companies are likely to benefit from the GST.
The overall effect of GST on real estate is Nil or 
neutral. In Reality sector, service tax and VAT 
applicable in various States are subsumed into the 
GST. 
However, the developers are required to pay stamp 
duty, registration charges and other indirect taxes 
such as excise duty, etc. Under new Indirect Tax 
regime, they are allowed to claim input tax credit 
(ITC), bringing the effective tax rates equivalent to 
that of the pre-GST rates of 5-6 percent.

Auto Industry
The final GST rates have not caused any major 
impacts on automobile industry, except hybrids. 
Since, maintaining status quo on small cars & bikes, 
negligible impact on price is expected yet the cess 
on large cars and SUVs, has increased resulting into 
more prices / monies to the thrashed on luxuries. 
Fast Moving Consumer Goods (FMCG)
For FMCG Space, the GST brings good reports on 
the back of lower tax incidence when compared to 
the total tax paid in earlier tax regime. However, the 
household and personal care segment is gaining the 
most, with close to 5 to 7 percentage point reduction 
in taxes.
Under previous Tax regime, FMCG products such as 
soaps, toothpaste etc. was charged excise duty at 12.5 
per cent plus state VAT of 13 to 14 per cent. Hence, 
overall effective indirect tax rate amounts to 24-27 
per cent. With GST rates on each of these products 
fixed at a lower 18 per cent, FMCG companies are 
gaining.
In the beverages category, tax rates on fruit juices and 
beverages containing milk are fixed at RNR under 
new tax regime. These rates are lower than that under 
previous regime.
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Telecom Industry
Previously, the telecom industry was taxed at 15 per 
cent. Under the GST Regime same is taxing at 18 
percent. A hike of 3 percent in tax will definitely 
pressure their margins, who are already facing intense 
competition in domestic market.
However, availability of input tax credit (ITC) 
on capital expenditure, the impact of tax will be 
reduced to some extent. Manufacturers will save 
on costs through efficient management of inventory 
and by consolidating their warehouses. Handset 
manufacturers will find it easier to sell their equipment 
as GST has negated the need to set up state-specific 
entities, and transfer stocks. The will also save up on 
logistics costs.

E-commerce
The e-commerce sector in India has been growing by 
leaps and bounds. In many ways, GST will help the 
e-com sector’s continued growth but the long-term 
effects will be particularly interesting because the 
GST law specifically proposes a Tax Collection at 
Source (TCS) mechanism, which e-com companies 
are not too happy with. The current rate of TCS is at 
1%.

Agriculture
The agricultural sector is the largest contributing 
sector the overall Indian GDP. It covers around 16% 
of Indian GDP. One of the major issues faced by 
the agricultural sector is the transportation of agri-
products across state lines all over India. GST will 
resolve the issue of transportation.

Freelancers
Freelancing in India is still a nascent industry and the 
rules and regulations for this chaotic industry are still 
up in the air. But with GST, it will become much easier 
for freelancers to file their taxes as they can easily do 
it online. They are taxed as service providers, and the 
new tax structure has brought about coherence and 
accountability in this sector. 

Startups
With increased limits for registration, a DIY 
compliance model, tax credit on purchases, and a 
free flow of goods and services, the GST regime truly 

augurs well for the Indian startup scene. Previously, 
many Indian states had different VAT laws which 
were confusing for companies that have a pan-India 
presence, especially the e-com sector. All of this has 
changed under GST.

CONCLUSION
Introduction of GST is the most reasonable step taken 
towards the reform of indirect tax in India since its 
independence. It is imposed on all supply of goods 
and provision of services as well combination of all. 
Other sectors of economy be it the industry, business, 
and service sector are also bearing the impact of GST, 
and those sectors such as the small and medium scale 
enterprises, intermediaries, importers, exporters, 
traders, professionals and consumers are being 
directly affected by GST. This is one of the greatest 
taxation reforms in India, and is all set to integrate 
State economies and boost overall growth and 
development. GST has created a single, unified Indian 
market to make the economy stronger. However, 
experts view that GST was likely to improve tax 
collections and boost India’s economic development 
by breaking tax barriers between States and integrating 
India through a uniform tax rate, is proven correct 
in terms of measured collection growth from period 
to period. Under the GST scheme, taxation burden 
will be divided equally between manufacturing and 
services, through a lower tax rate by increasing the 
tax base and minimizing exemptions. On priority, 
government is also addressing the capacity building 
amongst the lesser-endowed participants, such as the 
small-scale manufacturers and traders. Ways have to 
be found for lowering the overall compliance cost, 
and necessary changes are made for the good of the 
masses. Contrary to economist expectations, it has 
not led to raise in inflation in the country post its 
implementation. GST will become simple and more 
meaningful, if the entire country and its tax payers 
work as a whole disciplined citizens towards making 
it successful. Rather with the rationalization in the tax 
rates and slabs for essential goods, it has reduced the 
consumer price and cost for products and services. 
Implementation of GST further leading to faster and 
cheaper movement of goods across the country with 
a uniform taxation structure, signalling to the foreign 
investors about India’s ability to support business 
and also beneficial with more transparency, efficient 
compliance, ramp up in GDP growth to the Centre, 
states, industrialists, manufacturers, the common 
man and the country at large. A notable rise was 
visible in the GDP indices in the first quarter of its 
implementation wherein recovery of the economy 
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was observed against the immediate past slow 
down. Similarly index of Industrial Production (IIP) 
has also noticed an average rise in it. It has also 
helped by pushing the economy to one step closer 
to the common man and market by allowing and 
ensuring free movement of capital and services. The 
introduction of GST network and E Way bills has 
solidified the country’s supply chain and put in a place 
a structure offering transparency and greater control. 
Efficacy of input tax credit has helped in eliminating 
cascading taxes and thus by incentivizing dealer to 
bring transparency. It has also helped in shifting the 
informal sector to formal sector in India.
It is too early to analyse full impact on economy from 
GST implementation, since lot more changes are yet 
to come, policy has to shape fully, and benefits to the 
economy from GST would be prominent and visible, 
giving pride to us.
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