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ABSTRACT
This study is designed to access the Impact of GST in India. This is the biggest tax reform that took place in India which
was founded on the notion of “one nation, one market, one tax”. The GST scheme is aimed at reforming the indirect tax
and as well dismantling all the inter-state barriers with respect to trade. The study is going to examine how the reform
process of the indirect tax started in India which gave birth to the current GST scheme we have today. The Objectives
and benefits of the Goods and service tax will be stated in the study and a detailed description of how GST works and
operate in India will be discussed. GST is known to be a type of Value added Tax which is imposed on various goods and
services, with that, several countries impose it on goods and services in various forms, and the taxes charged on the
goods and services differ amongst countries, in that case the study will discuss the main characteristics of GST in India.
The study will also examine the advantages and disadvantages of implementing GST and also the impact of GST on the
final consumer.
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1.0 INTRODUCTION
The acronym GST means Goods and Service Tax. It is a kind of tax which is imposed on manufacturing, sale
and usage of goods and services. The Goods and services tax has been considered a very important additional
perfection of value added tax which is introduced at the state and central level with the aim of reforming
indirect tax and achieving overall economic growth and development in India. It is a tax imposed to generate
revenue for the government and it is been paid by the final consumers of the goods and services collected and
forwarded to the government by business entities.

To have a better understanding of GST, it is very important to understand the current indirect taxation system.
Initially direct taxes such as income tax are borne by people liable to pay the tax; this means that the tax
burden cannot be shifted to anyone else. On the other hand, the liability of indirect taxes can be shifted to
another person. Invariably this means that the person liable to pay the tax can collect the tax from someone
else and then pay it to the government; thus shifting the tax burden. The GST tax system falls into this
category.

Initially it was agreed that there would be a national level of goods and service tax but after several
deliberations it was later made clear that there would be a “Dual GST” in India i.e. both by the centre and state
which will take the responsibility of levying the taxes on the goods and services.

As GST is known to be another type of Value added Tax, imposed on various goods and services, several
countries impose it on goods and services in various forms, and with that the taxes charged on the goods and
services differ amongst countries. Like in China, GST applies only to goods and the provision of repairs,
replacement and processing services. Countries like Singapore and New Zealand, tax applied is at a single rate
while Indonesia has five positive rates and over 30 categories of exemptions. The GST rates of such various
countries also differs and some could be stated as;  Australia 10%,  France 19.6%, Canada 5%, Germany 19%,
Japan 5%, Singapore 7%, Sweden 25% and New Zealand15%. However, under the GST scheme, in levying of
tax, differentiation is not made between goods and services. That is to say goods and services attract the same
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tax rate. GST is a multi-tier tax where ultimately the tax burden is put on the final consumer of the goods and
services. It is referred to as value added tax because at every stage, tax is being paid on the value addition.

2.0 GST IN INDIA
The reform process of India's indirect tax regime started as far back as 1986 by Vishwanath Pratap Singh, the
then Finance Minister under Rajiv Gandhi’s government, with the introduction of the Modified Value Added
Tax (MODVAT). Subsequently, Manmohan Singh, the then Finance Minister under PM  Narasimha Rao,
initiated early discussions on a Value Added Tax at the state level. A single common "Goods and Services
Tax (GST)" was proposed and given a go-ahead in 1999 during a meeting between then Prime Minister Atal
Bihari Vajpayee and his economic advisory panel, which included three former RBI governors IG
Patel, Bimal Jalan and C. Rangarajan. Vajpayee set up a committee headed by the then finance
minister of West Bengal, Asim Dasgupta to design a GST model. The Ravi Dasgupta committee was also
tasked with the responsibility of putting in place the backend technology and logistics (later came to be known
as the GST Network, or GSTN, in 2017) for rolling out a uniform taxation regime in the country.

In 2014, the Goods and Service Tax Bill was officially introduced as The Constitution (One Hundred and
Twenty-Second Amendment) Bill, 2014. The GST Bill in India proposes the implementation of nationwide
Value Added Tax on sale, manufacturing and the use of different goods and services. The GST is governed by
a GST council and its chairman is the finance minister of India - Arun Jaitley who announced The
Constitution (One Hundred and Twenty-second Amendment) Bill, 2014 or the Goods and Service Tax in Lok
Sabha on 19 December 2014. The Parliament passed the bill on 6th May, 2015, after it received 352 votes for
and 37 against it. The Goods and Service Tax act commenced operation fully in India on 1st July, 2017.

Under GST, tax levied on goods and services was set at a GST tax structure of 0%, 5%, 12%, 18% and 28%,
with the lower rates applicable to essential items and higher rates applicable to luxury and de-merit goods.
There is a special rate of 0.25% on rough precious and semi-precious stones and 3% on gold. Also 15% to
28% GST applies on few items like freshen drinks, luxury cars and tobacco products. GST was initially
proposed to replace a lot of indirect taxes with a unified tax and was therefore set to dramatically reshape the
country's 2 trillion dollar economy.

3.0 OBJECTIVES OF GST
The main objectives of GST are to eliminate the cascading impact of taxes on production and distribution cost
of goods and services. The exclusion of cascading effects i.e. tax on tax will significantly improve the
competitiveness of original goods and services which leads to beneficial impact to the GDP growth. It is
however believed that GST would serve as a superior reason to achieve the objective of streamlining indirect
tax regime in India which can remove cascading effects in supply chain till it reaches the level of the final
consumers. It is understood that alcohol, tobacco and petroleum products will not be enclosed by GST as
alcohol and tobacco are considered as Sin Goods, and governments do not like to allow free trade on these
goods.

4.0 HOW GST WORKS
GST proposes to abolish the varying levels of taxation between States, and consider the country as a single
whole organism when it comes to taxes on goods and services instead of as a segmented creature. All the
sundry taxes will be merged into just 2 levels, i.e. Central GST and State GST. What a producer will have to
do is to claim a refund on the taxes already paid at different stages of value addition. The consumer who buys
the product will have to pay only the GST charged by the last dealer in the supply chain, as everyone else
would have the opportunity to offset the taxes paid at the previous stages. For example in a situation where a
dress is manufactured in Surat, Gujarat. At the spot of manufacture, an excise duty/Central vat has to be paid
to the Central Government. If the dyes for the dress are bought from Madhya Pradesh, then the manufacturer
has to pay the state taxes applicable for the dyes in Madhya Pradesh while buying it, and also pay Gujarat’s
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“import duty” on the product. Similarly, if the buttons for the dress are bought from Rajasthan, then another
set of taxes are added to the manufacturing cost. At the end of this chain, when the product reaches the market
for sale, VAT is added to it. So all the taxes paid for the production of the dress so far gets added to the cost of
the dress, which makes the cost higher than its actual manufacturing cost. Under the GST system, the Central
vat on manufacturing the dress and the taxes paid on dyes and buttons can be offset at each level, thereby
considerably reducing the total taxes paid. GST will also prevent the multiple taxation occurring on certain
goods, and ensure transparency with regards to the rate of taxation and the total amount that goes to the
government as taxes on a product.

GST was however introduced in the Indian economy to replace some tax systems such as Service Tax, cesses
and surcharges related to supply of goods or services, Central Excise Duty, Excise Duties on medicinal and
toilet preparations, Additional Excise Duties on textiles and textile products, Additional Excise Duties on
goods of special importance, Additional Customs Duties (CVD), Special Additional Duty of Customs (SAD)
etc. and some taxes that could be absorbed into the GST regime may include; Central Sales Tax, State VAT,
Entry Tax, Purchase Tax, Entertainment Tax (not levied by local bodies), Luxury Tax, Taxes on
advertisements, State cesses and surcharges, Taxes on lotteries, betting and gambling.

5.0 BENEFITS OF GST
GST will bring numerous benefits to all stakeholders, industries, government and citizens. Some of these
benefits are listed below:

1. With GST there will be comprehensive and wider coverage of input credit setoff where one can use
service tax credit for the payment of tax on sale of goods.

2. There will be no need to pay CST (central sales tax) because it will be removed and presently there is no
input tax credit available for it.

3. A single tax will be paid in GST instead of many indirect taxes in state and central level.

4. There will be uniformity of tax rates across all the states

5. Aggregate tax rate will reduce which will ensure better compliance to the tax structure.

6. By reducing the tax burden the competitiveness of Indian products in international market is expected to
increase and as well development of the nation.

6.0 FEATURES OF GST IN INDIA
Below are the main characteristics of GST in India;

 The Goods and Services Tax will include Central Indirect taxes such as Excise Duty, Service Tax, Special
Additional Duty of Customs, Countervailing Duty, Central Surcharges and Cesses as long as they are
related to the supply and consumption of goods and services.

 It will also include State Value Added Tax or Sales Tax, Entertainment Tax, (excluding the tax charged
by the local bodies), Entry and Octroi tax, Central Sales Tax (taxed by the Centre and collected by the
State Government) , Purchase Tax, Luxury tax, Taxes on betting, lottery and State cesses and surcharges
involved in the supply and consumption of services and goods.

 Inclusion of the concept of ‘declared goods of special importance’ as per the Indian Constitution.
 Will levy integrated Goods and Services Tax on inter-State transactions of goods and services.
 Will levy additional tax of 1% on supply of goods in inter-State trade which will be collected by the

Government of India for a period of two years and will be allocated to the states from where the supply
comes.

 Petroleum and petroleum products and alcohol have been kept out of the reach of GST.
 The act will have two constituents - Central GST charged by the Centre and State GST charged by the

states. But, in case of inter-state trade or commerce, only the Centre will levy tax and collect Goods and
Service Tax, and the tax collected would be divided between the Centre and the State as per the provision
made in the parliament.



296 Mohammed Babagana Shettima

International Journal of Engineering Technology Science and Research
IJETSR

www.ijetsr.com
ISSN 2394 – 3386

Volume 4, Issue 10
October 2017

 Also an additional tax of 1% on inter-state trade in goods and services will be imposed and collected by
the Centre and provided to the states for two years to compensate the loss ( of any) faced by the states for
implementing the GST.

 A Goods and Services Tax Council will be created to address the issues relating to goods and services tax
and give recommendations to the Union and the States on areas such as rates, exemption list and threshold
limits. The GST Council will constitute of the Union Finance Minister as chairman followed by the
Minister –in-charge of Finance or Taxation or any other Minister nominated by each State Government.
The GST Council will function under the Chairmanship of the Union Finance Minister and it will be a
joint forum of the Centre and the States.

7.0 ADVANTAGES AND DISADVANTAGES OF GST
With the introduction of GST, many small organizations voluntarily got themselves registered under the

scheme. This is because composition levy is said to have certain setbacks and voluntary registration will
mitigate such setbacks and give the following advantages;

 GST is a federal law, implying that the states will no longer have the right to make new laws on taxation
towards goods and services.

 It simplifies the tax system and makes it easier to understand as well as cheaper to implement at various
levels.

 Tax evasion at various stages will be eliminated as tax offsets can be collected only if taxes have been
paid originally.

 Purchase of raw materials or constituent materials for production will be possible but only from those who
have paid taxes, in order to claim benefits.

 It will be cheaper to buy input goods and services for production from other states.
 The current supply and distribution chain may undergo a change with a change in taxation system which

eliminates excise and customs duties.
 The consumer will get the end-product at cheaper rates because of elimination of multiple taxes and the

tax cascade.

 There will be central GST and state GST, the tax applicable on goods and services being exported and
imported between states in India would fall under an Integrated GST system in order to avoid conflict of
dominion.

In the same vein, the Goods and service tax is said to have a flip-side to it and this includes consequences and
disadvantages such as;

 GST is not good news for all the sectors existing in the economy, this is because in the current system,
many products are exempted from taxation and GST proposes to have minimal exemption list.

 Currently, higher taxes are levied on fewer items, but with GST, lower taxes will be levied on almost all
items.

 GST is not applicable on liquor for human consumption. So alcohol rates will not get any advantage of
GST.

 Stamp duty will not fall under the GST regime and will continue to be imposed by states.

8.0 IMPACT OF GST IN INDIA
It is expected that the creation of the Goods and Service Tax act and its implementation will have a great
impact on various aspects of business in India by changing the traditional pattern of pricing the products and
services. The Goods and Service Act will also have a great impact on the tax system in India by reducing the
unfavorable effect of tax on the cost of goods and services. GST is expected to change the whole indirect tax
system by impacting the tax structure, tax computation, credit utilization and tax frequency. It will also help in
supply chain optimization. . It will help in creating a single national market by merging several Central and
State taxes under a one single tax procedure.
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The tax rate under GST are set at 0%, 5%, 12%, 18% and 28% for various goods and services, and almost
50% of goods & services comes under 18% tax rate. Let’s now examine how GST on some day-to-day good
and services will have an impact on the final consumer.

1. Mobile Bills: People will have to pay more on mobile phone bills as GST on telecom services is now
18%, as opposed to the earlier tax rate of 15%. However, telecom companies may absorb this 3% rise due
to stiff competition.

2. Footwear & Apparels/Garments: 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,
one will spend more in purchasing a footwear above INR 500/-. And with respect to the ready-made
garments, the rates have been reduced to 12% from an existing rate of 18.16% which will make the goods
cheaper.

3. Cab and Taxi rides: Taking an Ola or an Uber now will be cheaper because the tax rate has fallen to 5%
from an earlier 6% for a cab booking made online.

4. 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%.

5. Train Fare: In the case of the train fare, there will be no much impact because the effective tax rate has
increased from 4.5% to 5% in GST. But, passengers who travel 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.

6. Movie Tickets: Movies tickets costing below INR 100 will be charged a GST rate of 18% but prices
above INR 100 will have a higher tax rate of 28%.

7. Life Insurance Premium: The Premium Amounts on policies will rise; with an immediate impact which
can be seen on the term and endowment policy premiums as the rates have been increased under GST
across life, health and general insurance.

8. Jewellery: 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%.

9. Property: Under construction properties will be cheaper than ready-to-move-in properties. 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 off.

10. Education & Medical Facilities: Education and Medical sectors have been kept outside the GST scope
and both the primary education & healthcare is exempted from GST. It means a consumer will not pay
any tax for the money spent on these services. But due to increase in tax rates for certain goods & services
as procured by these organizations, they may pass on the additional tax burden to the consumers.

11. Hotel services: For any hotel stay, if a room tariff is less than Rs 1,000, there will be no GST, but
anything above Rs 5,000 will attract 28% tax.

12. Car purchase: Most of 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 cess will be levied which can be either 1%,
3% or 15 %, depending on the particular car segment.

13. Restaurant Bills: This will depend on whether one 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
that do not cross an annual turnover of INR 50 Lakh.

14. IPL & other related events: Events like IPL i.e. sporting events will have a 28% GST rate which is
higher than the earlier 20%.rates. Hence, this will increase the ticket price. And the GST rate for other
events like theatre, circus or Indian classical music shows or a folk dance performance or a drama show
will be at 18% GST rate, this is lesser than the earlier tax rate.
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15. DTH and cable services: The amount paid for DTH (Direct-To-Home) connections or to cable operators
will reduce a bit as the rate is fixed at 18%, which is lower than the earlier taxes which were comprising
of entertainment tax in the range of 10% to 30%, apart from the service tax of 15%.

16. Amusements Parks: The ticket price for amusement parks and theme parks will increase as the earlier
service tax of 15% will become 28% under the GST.

There is no doubt, the implementation of GST will take time, but it is likely to create more employment
opportunities and economic inclusion. After a lot of deliberation, the GST council finalized the rates for all the
goods and major service categories under various tax slabs, and the GST is expected to fill the loopholes in
the current system and boost the Indian economy. This is being done by unifying the indirect taxes for all
states throughout India.

9.0 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 shall have to bear the impact of GST, and
those sectors such as the small and medium scale enterprises, intermediaries, importers, exporters, traders,
professionals and consumers shall be 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 will create a
single, unified Indian market to make the economy stronger. However, experts say that GST is 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. 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.
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