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ABSTRACT 

The concept of Goods and Service Tax popularly known as GST was introduced on 1st July, 2017. The 

GST will have a ‘dual’ structure, which means it will have two components- the Central GST and the 

State GST. GST is expected to simplify tax administration, ensure ‘Ease of Doing Business’ and 

promote ‘Make in India.’ 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%. Various news organizations from all around the world 

focused on the bill unifying the country and it being an achievement of the government. As the 

Goods and Services Tax Bill was passed in the Rajya Sabha, it also brought India at the center of the 

global economy. With the passing of the bill, many international newspapers published their views 

on how the GST Bill brings a new wave of economic reform in the country. The paper highlights the 

background, Prospectus and challenges in Implementation of Goods and services Tax (GST) in India. 

Finally, the paper examines and draws out a conclusion. 
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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. 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. 

GST will be an indirect tax at all the stages of production to bring about uniformity in the system. 

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 
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market. At the consumer level, GST would reduce the overall tax burden, which is currently 

estimated at 25-30%. 

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. 

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. The current system taxes production, whereas the GST will aim to tax consumption. 

GST comprises tax on each stage of sale and purchase in the supply chain of value addition. It does 

not make any difference in goods and services with the point of view of taxation. It also provides full 

credit for input tax. It is a consumption based tax. It is a tax made on supply of goods and supply of 

services. Supply of goods mean transfer of right to use goods and any supply of not goods means 

supply of services. Tax is levied on value addition. Though tax is calculated on full value and then a 

credit of input tax already paid is given till the goods or services is sold to final consumer who get no 

benefit of input credit as he will pay full cost of goods/ services. 

The proposed goods and services tax (GST) is perceived as the single biggest indirect tax reform in 

India and is expected to bring in a simpler tax structure with a seamless credit chain. The ‘one tax, 

one market’ concept on which GST is based should be a welcome step for online marketplaces. To 

create clarity in terms of the tax treatment of online marketplace sector transactions, sector-specific 

provisions need to be introduced in the GST regime. This is quite important but is only the first of the 

two steps. The next key step is for these provisions to be respected by the authorities. Moreover, 

enforcement action that is contrary to these provisions should not be undertaken. The companies 

will have to follow the ‘whole of business’ approach for GST impact assessment and implementation, 

where tax and business advisory teams work together to provide a seamless service to clients that 

covers all necessary business aspects. Only then will the sector be able to utilize its potential in this 

market. 

Experts have enlisted the benefits of GST as under: 

• It would introduce two-tiered One-Country-One-Tax regime. 

• It would subsume all indirect taxes at the center and the state level. 

• It would not only widen the tax regime by covering goods and services but also make it 

transparent. 

• It would free the manufacturing sector from cascading effect of taxes, thus by improve the cost-

competitiveness of goods and services. 
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• It would bring down the prices of goods and services and thus by, increase consumption. 

• It would create business-friendly environment, thus by increase tax-GDP ratio. 

• It would enhance the ease of doing business in India. 

GST – BEFORE AND AFTER 

Let us consider the example of a manufacturing company in Chennai, which moves its goods to New 

Delhi. The actual sale happens in New Delhi and the finished goods have to be transported from 

Chennai to New Delhi across different states. As per the current taxation norms, one has to pay 

Central Sales Tax (CST) when moving a good to another state and selling it in the other state. 

However, if the good is moved for stocking and not for sale, then CST need not be paid. 

So many companies in order to avoid paying CST, they show this movement as moving to stock and 

not moving to sell. To do this, companies have warehouses in every state where the finish goods are 

stored and then the goods are transported for sale from the warehouse in each state. 

Let us consider another example of a city called Hosur in Tamil Nadu which is approximately 30km 

from Bangalore. Shipping the goods from Bangalore warehouse to Hosur requires the company to 

pay CST as Hosur in Tamil Nadu and Bangalore is in Karnataka. So the companies ship goods from 

Chennai warehouse, which is approximately 250km to Hosur to avoid CST. 

With the implementation of GST, the companies will be free to setup their own warehouses to 

optimize cost and improve customer service. 

The following central and state taxes are integrated into GST. 

 Central Taxes:                                                               

 Excise duty 

 Service tax   

 CVD 

 CST  

 Various Cess   

 Additional Customs Duty 

 State Taxes:  

 State VAT 

 State Excise   

 Luxury Tax  

 Entertainment tax 

 Entry tax 
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LITERATURE REVIEW 

John Mathai Commetee (1953): The Taxation enquiry commission was appointed by the 

Government of India on April 1st 1953 under the chairmanship of John Mathai. The term of reference 

of commission were to examine the incidence & suitability of Central, State & Local Taxation on 

various classes of people & in particular with regard to (a) Modification required in the present 

system of Taxation and (b) Fresh Avenue of Taxation. The committee made several 

recommendations to the government. 

Nicholas Kaldor Committee (1956): British Economist Nicholas Kaldor carried out, on the request of 

the goverenment9of India from January to March 1956 a review of Indian tax system particularly 

with reference to personal & business Taxation. The committee made the 1st systematic estimate of 

Income Tax evasion in India & recommended in favor of wealth Tax, Capital Gain Tax, Gift Tax & a 

Personal Expenditure Tax. 

L.K Jha Committee (1976): The indirect Taxation enquiry committee was set up by the government 

of India on July 19, 1976 under the chairmanship of Sri. L.K Jha to review the existing structure of 

Indian Indirect Tax system. The committee undertook a comprehensive study of the incidence of 

Indian Indirect Taxes, the problem of Multiplicity of rates etc. and recommended a set of 4 Excise 

rate, introduction of Value Added Tax (VAT) at the manufacturing stage, called MANVAT to tackle 

the problem of cascading effect of Excise Taxation.  

Kelkar committee (2002): The direct and Indirect Tax reform committee was set up by the 

government of India in July 2002 under the chairmanship of Dr. Vijay L. kelkar. The major objectives 

of the committee were to recommend measure for simplification & rationalization of Direct & 

Indirect Taxes.  

Standing committee on Direct Tax code Bill (2010): Income Tax in India is governed by the Income 

Tax Act 1961 & this Act has become very old. It has been amended & Modified many times since 

1961. This has made the Act complicated & difficult to interpret, leading to many dispute & court 

cases. The government wished to have a modern Tax code in consonance with the needs of modern 

economy. 

Expert committee on Journal Anti Avoidance rule (GAAR) 2012, In July 2012 the Prime Minister 

Manmohan Singh constituted an expert committee under the chairmanship of Dr. Parthasarthi 

Shome. The terms of reference of the committee were to receive comments from stakeholders & 

General Public on the draft of GAAR guidelines which have been published by the government on its 

website & finalize the GAAR guidelines. 
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OBJECTIVES OF THE STUDY 

1. To understand the concept of goods and service tax. 

2. To study the inexplicit opinion among the manufacturer, Traders & society about the goods & 

service tax (GST). 

3. To study about the challenges of introduction of good & service Tax (GST in India). 

4. To learn about shortcomings of current taxation system in India. 

RESEARCH METHODOLOGY 

The researchers used an exploratory research technique based on past literature from respective 

journals, annual report, newspaper & magazine covering wide collection of academic literature on 

Good & Service Tax according to the objective of the study the research design is of the descriptive 

in nature. Available secondary data was extensively used for the study. 

Table 1: Taxes at the Centre & the State Level are being subsumed into GST 

Sr. No. At the Centre State Level 

1 Central Excise Duty a. Subsuming of state Value Added Tax/Sales 

Tax 

2 Additional Excise Duty b. Entertainment Tax (other than the Tax 

levied by the Local Bodies), Central Sale 

Tax (Levied by the Centre & collected by 

the States). 

3 Service Tax c. Octroi & Entry Tax. 

4 Additional custom duty commonly 

known as counter vailing duty. 

d. Purchase Tax 

5 Special additional duty of customs e. Luxury Tax 

 The above table shows list of taxes centre and state level are being subsumed into GST Keeping in 

mind the federal structure of India, there will be two components of GST – Central GST (CGST) and 

State GST (SGST). Both Centre and States will simultaneously levy GST across the value chain. 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. The input tax credit of CGST would be available for discharging the CGST 

liability on the output at each stage. 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. 
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Table 2: List of Asian Countries Implementing Vat/GST 

Sr. No. Country GDP per 

capita(World 

Bank,2011,USD) 

Year of 

Implementation 

Current Rate (%) 

1 Bangladesh 743 1991 15.0 

2 China 5445 1994 17.0 

3 India 1509 2005 12.5 

4 Iran NA 2008 05.0 

5 Japan 45903 1989 05.0 

6 Jordon 4666 2001 16.0 

7 Kazakhstan 11357 1991 12.0 

8 Kyrgyzstan 1124 1999 20.0 

9 Lebanon 9413 2002 10.0 

10 Mongolia 3129 1998 10.0 

11 Nepal 619 1997 13.0 

12 Pakistan 1189 1990 16.0 

13 Papua New Guinea 1845 2004 10.0 

14 South Korea 22424 1977 10.0 

15 Sri Lanka 2835 2002 12.0 

16 Taiwan NA 1986 05.0 

17 Tajikistan 935 2007 20.0 

18 Turkmenistan 5497 1993 15.0 

19 Uzbekistan 1546 1992 20.0 

Courtesy by GST SEVA.com 

The above table shows List of Asian Countries Implementing VAT/GST Worldwide in almost 160 

countries there is GST/VAT, Under the GST scheme, no distinction is made between goods and 

services for levying of tax. This means that goods and services attract the same rate of tax. But at 

present India is planning tax rate at 5%, 12% and 18% which will bring 8 Lakh Crore revenue to the 

government. Under the GST scheme, a person who was liable to pay tax on output, whether for 

provision of service or sale of goods, is entitled to get input tax credit (ITC) on the tax paid on its 

inputs. Thus, it would definitely a positive reform for the Indirect tax system in India. 
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Table 3: States in India Who Confirm Goods and Service Tax 

(GST) Constitution Amendment Bill 

Sr. No. State Passed On 

1 Assam 12th August 2016 

2 Bihar 16th August 2016 

3 Jharkhand 17th August 2016 

4 Himachal Pradesh 22nd August 2016 

5 Chhattisgarh 22nd August 2016 

6 Gujarat 23rd August 2016 

7 Madhya Pradesh 24th August 2016 

8 Delhi 24th August 2016 

9 Nagaland 26th August 2016 

10 Maharashtra 29th August 2016 

11 Haryana 29th August 2016 

12 Sikkim 30th August 2016 

13 Telangana 30th August 2016 

14 Mizoram 30th August 2016 

15 Goa 31st August 2016 

16 Orissa 1st September 2016 

17 Pondicherry 2nd September 2016 

18 Rajasthan 2nd September 2016 

19 Andhra Pradesh 8th September 2016 

20 Arunachal Pradesh 8th September 2016 

21 Meghalaya 9th September 2016 

22 Punjab 12th September 2016 

23 Tripura 26th September 2016 

The above table shows List states in India who confirm of implementing goods and service tax (GST) 

Constitution amendment bill in their respective states by doing so it will bring harmonization of 

taxation system in India. 

CHALLENGES IN IMPLEMENTING GST 

1. Note ban has huge impact on the Goods and Services Tax (GST) a serious doubt on implementing 

GST by the central government`s targeted deadline of April 1, 2017..  
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2. The impact of the November 8 demonetization of high-value currency on their respective 

economies to underline that it is not the appropriate time to implement. That could have a 

unstable effect on the economy.  

3. The Centre continues to be un compromising on the issue of jurisdiction over assesses, the states 

maintain.  

4. Political reasons are determining the fate of GST, which is not the correct thing, because ideally 

GST is an economic and tax reform, and economic and tax reforms should not be dictated by 

political.  

5. Manufactures, traders and society are eagerly waiting not only for the date of introduction of   

GST but also for the rate application to the products and services.  

6. GST will also have impact on cash flow and working capital. Cash flow and working capital of 

business organizations which maintain high inventory of goods in different states will be 

adversely affected as they will have to pay GST at full rate on stock transfer from one state to 

another. Currently CST/VAT is payable on sale and not stock transfers.  

7. Implementation of GST in Unorganized sectors i.e., unregistered firm will be unfavorable to 

government.  

PROSPECTS OF IMPLEMENTING GST 

The introduction of Goods and Service Tax (GST) in India is now on the horizon. The Constitution 

Amendment Bill to replace existing multiple indirect taxes by uniform GST across India. 

1. The current indirect tax structure is major impediment in India’s economic growth and 

competitiveness. Tax barriers in the form of CST, entry tax and restricted input tax credit have 

fragmented the Indian market. Cascading effects of taxes on cost make indigenous manufacture 

less attractive. Complex multiple taxes increase cost of compliance. In this scenario, the 

introduction of GST is considered.  

2. Removal of tax barriers on introduction of uniform GST across the country with seamless credit 

will make India a common market leading to economy of scale in production and efficiency in 

supply chain. It will expand trade and commerce. GST will have favorable impact on organized 

logistic industry and modernized warehousing.  

3. Electronic processing of tax returns, refunds and tax payments through ‘GSTNET’ without human 

intervention, will reduce corruption and tax evasion. Built-in check on business transactions 

through seamless credit and return processing will reduce scope for black money generation 

leading to productive use of capital.  

4. Major beneficiary of GST would be sectors like FMCG, Pharma, Consumer Durables and 
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Automobiles and warehousing and logistic industry.  

5. High inflationary impact would be on telecom, banking and financial services, air and road 

transport, construction and development of real estate. 
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