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Abstract: GST or Goods and Services Tax, the greatest tax reform in India since independence which has been
long pending. GST is meant to simplify the indirect tax regime of India by replacing a host of taxes by a single
unified tax. GST is the only indirect tax that directly connects all the sector of Indian economy thus enhancing
the economic growth of the country by creating a single unified market. More than 160 countries of the world
have implemented GST so far followed by France. The idea of GST in India was proposed by AtalBihari
Vajpayee in 1999 and a committee was set up under the leadership of Asim Das Gupta the then finance minister
of West Bengal. It was supposed to be implemented from 1% April 2010 under flagship of P Chidambaram the
then finance minister of UPA government but due to political issues and conflicting interests of various
stakeholders it did not came into force. In May 2016 the constitutional amendment bill for GST was passed by
LokSabha and deadline of 1% April 2017 to implement GST was set by ArunJaitley the finance minister of India.
However, there is a huge outcry against its implementation. This paper presents an overview of GST concept,
advantages and explains its features along with focused in challenges faced by India in execution.
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. Introduction

“The goods and services tax law in India is a comprehensive, multi-stage, destination-based tax that is
levied on every value addition[1]. Taxation policy plays a very crucial role on the economy of a country. The
main source of revenue of the government comes from the taxes levied on the citizens who can be direct or
indirect. When the impact and incidence falls on same person it is called as direct tax and when the impact and
incidence falls on two different peoplei.e. the burden can be shifted to any other person it is called as indirect
tax. Before the introduction of GST India had a complicated indirect tax system with multiple taxes imposed by
union and state separately, with the introduction of GST all the indirect taxes will be under an umbrella and
ensuring a smooth national market with high economic growth rate. GST is a single point tax levied 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 stages on value addition, thus making GST an essential tax only on
value addition at each stage which ensures that there is no cascading of taxes [2]. GST will reduce the overall
tax burden of customer which is currently estimated at 25-30%. The Goods and services taxor GST which is
popular as what it is all over the world was first introduced in France in the year 1954 and subsequently more
than 160 countries had implemented the GST law like Germany, Italy, UK, South Korea, Japan, Canada,
Australia, etc. Most of the countries had adopted unified GST while some countries like Brazil, Canada follow a
dual GST system where tax is imposed both by central as well as by state government. India had adopted the
dual system of GST as CGST and SGST. The idea of GST in India was proposed by Atal Bihari Vajpayee in
1999 and a committee was set up under the leadership of Asim Das Gupta the then finance minister of West
Bengal to design a GST model. It was supposed to be implemented from 1% April 2010 under flagship of P
Chidambaram the then finance minister of UPA government but due to political issues and conflicting interests
of various stakeholders it did not came into force. In May 2016 the constitutional amendment bill for GST was
passed by Lok Sabha and deadline of 1% April 2017 to implement GST was set by Arun Jaitley the finance
minister of India. Finally the goods and service tax was launched at midnight on 1% July 2017 by the president
of India, Pranab Mukherjee and Prime minister of India, Narendra Modi. [3]
Experts have enlisted the benefits of GST as under:
v' It would introduce “one country one tax”
v It would absorb all the indirect taxes at the central and state level thus eliminating the cascading effect of

tax
v It would bring down the prices of goods and services which in turn will help the companies as consumption
will increase

v Higher threshold for registration which will exempts many small traders and service providers.
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v"In the GST system, when all the taxes are integrated it would eliminate the number of compliances like
return filling

v It would help to eliminate the separate tax imposition on goods and services which requires the transaction
to split its value among goods and services leading to greater complications

v It would wider the tax regime by covering all the sectors including the unorganised sectors thus widening
the tax base. This would lead to better and more revenue collection by the government.

v' GST would simplify the working procedures and would minimise the tax burden of E-commerce and
logistics companies

v" Employment generation for youths as GST trained experts

Objective Of Study

1. To grasp the concept of GST

2. To study and understand the features of GST

3. To assess the advantages and challenges in implementation of GST

Il.  Research Methodology
An explanatory research is studied based on secondary data collected from various journals, books, government
reports, articles and newspapers which focus on different aspects of Goods and Services Tax.

I11.  Concept Of Goods And Services Tax
GST or Goods and Services Tax, the greatest tax reform in India since Independence which has been

long pending. GST is meant to simplify the indirect tax regime of India by replacing a host of taxes by a single
unified tax. GST is a comprehensive, multi-stage, destination-based tax that is levied on every value addition.
GST will bring a new dimension to the Indian economy by making a common market and reducing the
cascading effect of tax on the cost of goods and services. It will affect the entire indirect tax system the tax
structure, tax incidence, tax computation, compliance, input credit utilization and reporting procedures. India
had adopted the dual system of GST as CGST and SGST. The need for a concurrent dual GST model is based
on the following:
1. As per constitution of India concurrent power to levy tax on domestic goods and services is provided to

both central and state government
2. As per the dual GST model tax can be levied independently by the central and state government but both

will operate in common platform for imposition of taxes, liabilities would be identical

Silent features of GST

1. All transactions on goods and services will be covered up except exempted goods and services

2. There are two segments of GST, one is central GST and other is state GST. Central GST will be paid to
central government and state GST will be paid to respective state government

3. Meaning of taxable person, taxable events, chargeability, measure to levy tax, etc would be same in CGST
and SGST

4. Administration of CGST will be controlled by central government and administration of SGST will be
controlled by respective state government. The power of making law on taxation of goods and services lies
with both central and state government. A law imposed by central government on GST will not overrule
state GST law.

5. Pan card based identification number would be allotted to the taxpayer to facilitate tax payment and return

6. Tax return to be filled separately to central government for CGST and state government for SGST

7. Input credit can be claimed from respective department where GST paid, i.e. central GST paid on inputs can
be claimed against central GST only and same for state

8. GST would be applicable if there is an import of goods and services

9. The GST slabs have been set at 0%,5%,12%,18% and 28% for different goods and services

10. Integrated goods and services tax(IGST) also known as interstate goods and services tax is a component of
GST which is charged on supply of goods and services in the course of interstate trade which is collected by
central government and distributed to imported states as destination based tax. Additional 1% tax on
interstate supply of goods which is levied by central government and directly apportion to the exporter
state. This tax will be charged for a period of two years or more as per the recommendation of GST council

11. The union government will compensate the states for a period of 5 years or more on recommendation of
GST council for the loss of revenue arising out of GST implementation

12. GST council had been set up president and chaired by union finance minister. It will constitute of union
minister of state in charge of revenue and minister in charge of finance or any other field nominated by state
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government. The representatives in the council are 2/3™ from state and 1/3 from union. The decision of
council is made by 3/4™ majority of the vote cast and quorum of council is 50%.

IV.  Challenges
Wall Street firm Goldman Sachs, in a note ‘India: Q and A on GST- Growth Impact Could Be Muted’,
has put out estimates that show that the Modi government’s model for the Goods and Services Tax(GST) will
not raise growth, will push up consumer prices inflation and may not result in increased tax revenue collections

[4]

There appears to be certain principle loopholes in the GST model imposed by the union government which may

be ineffective in delivering the desired result.

1. The principle ideology behind implementation of GST-one country one tax is not suitable for India.
Previously there were 32 taxes which include service tax, excise duty, sale tax and 29 state VAT taxes and
after implementation of GST it comes to 31 taxes which include IGST, CGST and 29 SGST which again
bear complicated tax structure in the country and rebuts the principle of one country one tax.

2. Another principle ideology behind implementation of GST-one rate of tax is not possible in India due to,

According to the 101% amendment in the constitution, Article 246 A states that parliament and legislative
assembly can impose taxes on goods and services. Hence not only union government but also state
government had power to have own GST rate.Article 279 A of the constitution states that GST council has
only recommendatory powers, now it’s up to state government to levy its own GST rate and distorts the
entire GST uniformity rate system of the country.[5]

3. Government had incorporated goods and services tax network(GSTN), which is responsible for developing
GST portal to ensure services like GST registration, GST return filling, IGST settlement, etc. which
requires robust IT network. It is widely known that India is in an embryonic stage as far as IT network
connectivity is concerned.

4. Trained and skilled man power with updated GST subject knowledge are not easily available, this had
created an additional work load on professionals across industry.

5.  The Indian insurance market is not so developed as less than 10% of the population has insurance. This was
the reason behind the government initiative ‘PradhanMantriJeevan Bema Yojna’ however with the
implementation of GST insurance premiums have become expensive by 300 basis points which will
become difficult for insurance companies to penetrate the market and would work as an unfavourable factor
against insurance awareness schemes. The government initiative ‘PradhanMantri Jan DhanYojna’ initiated
that every citizen of have a bank account will face difficulties as the tax on financial services had raised by
3% in the new goods and services tax regime.

6. The telecommunication sector assumes a serious problem as on the one hand the government is initiating
digital India and on the other hand telecom services is getting costlier as telecom services will attract GST
tax rate of 18% which is 3% higher than the previous service tax rate, even when India’s rural teledensity is
not even 60%. [8,9]

7. The GST administration intends to keep petroleum products out of the ambit of GST, being petroleum
products have been a major contributor of inflation in India.

8. Small traders are confused with the GST tax rate application and increasing cost of operations, as they are
unable to afford the cost of computer and accounting staff for maintenance of record and filling of returns
under GST.

V.  Conclusion

The Goods and Services Tax(GST) dominion is an unconcerned attempt by the government to justify
the indirect tax structure of the country. The government should study in depth the GST mechanism set up by
different countries around the globe and also their fallouts before implementation. No doubt GST had simplified
the existing indirect tax system and helps to overcome the cascading effect of tax. The bill was introduced to
implement one country one tax but resulted into a pitfall as the price of basic goods and services had gone
upward, in spite of government demand for a positive change in the economy with a GDP growth rate of 6.3%
in Q2 of 2017-18 as against 7.5% in the second quarter of last year. It is clear that the economy is slowing down
due to unplanned implementation of GST thus the disruptions may have accelerated the decline. The only
possible remedy for this disruption is to make the transition to GST simpler.

VI.  Literature Review
Kelkar (2009) committee recommended that GST will bring qualitative change in the indirect tax system of the
country and the GDP will grow due to reduction of production cost leads to enhance consumption by the
consumers.
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Ehtisham Ahmed and Satya Poddar (2009) suggest in “Goods and Services Tax reforms and

intergovernmental consideration in India” introduction of GST will provide simple and transparent tax system
leading to increase in productivity and output of economy but depends on rational design of GST.

Pinki, Supriya Kamma and Richa Verma (2014) in “Goods and Services Tax-Panacea for indirect tax

system in India” concluded that the NDA government is positive towards execution of GST will benefit the
government and all the stakeholder in long run but importance to be given in IT infrastructure.

Monika Sehrawat and Upasana Dhanda (2015) in “GST in India: A key tax reform” concluded that

introduction of GST will undoubtedly boost the Indian economy but focus should be given on rational design of
GST model and timely implementation.
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