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ABSTRACT
GST also known as the Goods and Services Tax is defined as the giant indirect tax structures designed to support and
enhance the economic growth of a country. More than 150 countries have been implemented GST so far. However, the
idea of GST in India was raised by Atal Bihari Vajpayee government in 2000 and the constitutional amendment for the
same was passed by the Loksabha on 6th May 2015 but is yet to be ratified by the Rajyasabha. However, there is a huge
hue and cry against its implementation. GST is a comprehensive, multi-stage, destination-based tax that will be levied on
every value addition. In order to avoid the payment of multiple taxes such as excise duty and service tax at Central level
and VAT at the State level, GST would unify these taxes and create a uniform market throughout the country.
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1 INTRODUCTION:
The Goods and Services Tax (GST) is a vast concept that simplifies the giant tax structure by supporting and
enhancing the economic growth of a country. GST is a comprehensive tax levy on manufacturing, sale and
consumption of goods and services at a national level [1]. The Goods and Services Tax Bill or GST Bill, 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 [2]. In simple words, Goods and Service Tax 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. So, before Goods and Service Tax, the pattern of tax levy was as follows-
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GST will be an indirect tax at all the stages of production to bring about uniformity in the system. Now let us
try to understand the definition of Goods and Service Tax – “GST is a comprehensive, multi-
stage, destination-based tax that will be levied on every value addition.”
On bringing GST into practice, there would be amalgamation of Central and State taxes into a single tax
payment. It would also enhance the position of India in both, domestic as well as international market. At the
consumer level, GST would reduce the overall tax burden, which is currently estimated at 25-30%.

In order to avoid the payment of multiple taxes such as excise duty and service tax at Central level and VAT
at the State level, GST would unify these taxes and create a uniform market throughout the country.
Integration of various taxes into a GST system will bring about an effective cross-utilization of credits.

2 COMPONENTS OF GST:
There are 3 taxes applicable under GST: CGST, SGST & IGST.
 CGST: Collected by the Central Government on an intra-state sale.

 SGST: Collected by the State Government on an intra-state sale.

 IGST: Collected by the Central Government for inter-state sale.

In most cases, the tax structure under the new regime will be as follows:

TRANSACTION NEW
REGIME

OLD REGIME REMARKS

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 Centre will
then share the IGST revenue based on the
destination of goods.

Under this system, the consumer pays the final tax but an efficient input tax credit system ensures that there is
no cascading of taxes- tax on tax paid on inputs that go into manufacture of goods [3].

3 NEED FOR GST IN INDIA:
Introduction of GST is considered to be a significant step in the reform of indirect taxation in India.
Amalgamating of various Central and State taxes into a single tax would help mitigate the double taxation,
cascading, multiplicity of taxes, classification issues, taxable event, and etc., and leading to a common
national market[4].

VAT rates and regulations differ from state to state. On the other hand, GST brings in uniform tax system
across all the states. Here, the taxes would be divided between the Central and State government [5].

Experts have enlisted the benefits of GST as under:

1- It would introduce two-tiered One-Country-One-Tax regime
2- It would not only widen the tax regime by covering goods and services but also make it transparent.
3- It would free the manufacturing sector from cascading effect of taxes, thus by improve the cost-

competitiveness of goods and services.
4- It would bring down the prices of goods and services and thus by, increase consumption.KLKJDG’’’’Ed

on every value addition
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4 WHY NO TO GST?
India has adopted dual GST instead of national GST. It has made the entire structure of GST fairly
complicated in India. The centre will have to coordinate with 29 states and 7 union territories to implement
such tax regime. Such regime is likely to create economic as well as political issues. The states are likely to
lose the say in determining rates once GST is implemented. The sharing of revenues between the states and
the centre is still a matter of contention with no consensus arrived regarding revenue neutral rate [6].

The proposed GST structure is likely to succeed only if the country has a strong IT network. It is a well-
known fact that India is still in the budding state as far as internet connectivity is concerned. Moreover, the
proposed regime seems to ignore the emerging sector of e-commerce. E-commerce does not leave signs of the
transaction outside the internet and has anonymity associated with it. As a result, it becomes almost
impossible to track the business transaction taking place through internet which can be business to business,
business to customer or customer to customer. Again, there appears to be no clarity as to whether a product
should be considered a service or a product under the concept of E-commerce. New techniques can be
developed to track such transactions but until such technologies become readily accessible, generation of tax
revenue from this sector would continue to be uncertain and much below the expectation [7].

5 CONCLUSIONS:
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. No doubt, GST will simplify existing indirect tax
system and will help to remove inefficiencies created by the existing current heterogeneous taxation system.

GST will bring in transparent and corruption-free tax administration, removing the current shortcomings in
indirect tax structure. GST is business friendly as well as consumer friendly.GST in India is poised to
drastically improve the positions of each of these stakeholders. We need a change in the taxation system
which is better than earlier taxation.

GST will allow India to better negotiate its terms in the international trade forums. This will make the Indian
market more stable than before and Indian companies can compete with foreign companies.
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