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GST is one of the most crucial tax reforms in India that is likely change the 
whole scenario of present inefficient indirect system. The GST is defined as the vast 
indirect tax structure which is a game changer of the Indian Economy. GST is a tax on 
goods and services with value addition at each stage having comprehensive and 
continuous chain of set of benefits from the producers / service producers point up to 
the retailer’s level where only the final consumer would bear the tax. It is really a big 
relief for businesses, as even today, because of layers of taxes and exemptions, the 
cost of tax compliance in India is too high. In sum, it is a much needed landmark 
reform. It will be interesting to see how this proposed GST; will impact on the growth 
and development of the country. By implementing GST the developing economy like 
India can achieve sustainable and balanced development.  
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Introduction:  

 The GST is defined as the vast indirect tax structure which is a game changer 
of Indian economy. The introduction of Goods and Services Tax (GST) would be a 
very significant step in the field of indirect tax reforms in India. Introduction of GST 
would also make Indian products competitive in the domestic and International 
markets. Studies show that this would have a boosting impact on economic growth. 
The Goods and Services Tax (GST) is a vast concept which reflects the giant tax 
structure by supporting the economic growth of the country. GST is a 
comprehensively structured tax system which will be lived on manufacturing sale and 
consumption of the Goods and Services at the national level. GST is an indirect tax in 
where all the stages of the production will bring to uniformity in the system    

 One of the biggest taxation reforms in India the Goods and Services Tax 
(GST) is all set to integrate State economics and boost overall growth. GST will 
create a single, unified Indian market to make the economy stronger. The 
implementation of GST will lead to the abolition of other taxes such as octroi, Central 
Sales Tax (CST), State-level sales tax / Value Added Tax, entry tax, stamp duty, 
telecom license fees, turnover tax, tax on consumption or sale of electricity taxes on 
transportation of goods and services taxes, et cetera. Thus avoiding multiple layers of 
taxation that currently exist in India. GST is a comprehensive tax levy on 
manufacture, sale and consumption of goods and services at a national level. Through 
a tax credit mechanism, this tax is collected on value-addition on goods and services 
at each stage of sale or purchase in the supply chain. The system allows the set-off of 
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GST paid on the procurement of goods and services against the GST which is payable 
on the supply of goods or services. 

 This paper discusses the historical journey of GST, concept, Features and 
advantages and disadvantages in implementation of the new tax regime in India.  

Objectives of the Study: 

The study sets the following objectives: 

1. To study the Historical Developments of Goods and Services Tax (GST) 
2. To study the concept of Goods and Services Tax (GST) 
3. To study the silent features of Indian Goods and Services Tax (GST) system. 
4. To study the advantages and disadvantages of Goods and Services Tax (GST)  

Research Methodology: 

 The research is based on the secondary data. The study focuses on extensive 
study of secondary data collected from various books, national and international 
journals, Government reports, publications from various websites which focused on 
various aspects of Goods and Services Tax (GST). 

Historical Development of Goods and Services Tax (GST): 

 It is very important to know the historical developments of taxation policies in 
India and for the Goods and Services Tax (GST) Act in India. Let us understands 
some of the facts of historical developments for GST in India. It is most surprising 
fact that when GST in India started its journey there were only 34 countries where 
GST was introduced. By now there are more than 165 countries were GST is 
implemented in one or the other form. France was the first country to implement GST. 
The journey of the Goods and Services Tax (GST) started way back in 1986-87 when 
then finance Minister V. P. Singh introduced Modvat which laid down the foundation 
stone for VAT, the first step towards the GST. In second step, during economic 
reforms of 1991-96, then Finance Minister, Dr. Manmohan Singh introduces the 
Service Tax in India.   

The following facts of historical developments for GST in India: 

• In 2000, the Vajpayee Government started discussion on GST by setting up an 
empowered committee. The committee was headed by Asim Dasgupta, 
(Finance Minister, and Government of West Bengal). It was given the task of 
designing the GST model and overseeing the IT back-end preparedness for its 
rollout. It is considered to be a major improvement over the pre-existing 
central excise duty at the national level and the sales tax system at the state 
level, the new tax will be a further significant breakthrough and the next 
logical step towards a comprehensive indirect tax reform in the country. 204 
Introducing GST and Its Impact on Indian Economy  

• The Kelkar Task Force on implementation of the FRBM Act, 2003 had 
pointed out that although the indirect tax policy in India has been steadily 
progressing in the direction of VAT principle since 1986, the existing system 
of taxation of goods and services still suffers from many problems and had 
suggested a comprehensive Goods and Services Tax (GST) based on VAT 
principle. GST system is targeted to be a simple, transparent and efficient 
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system of indirect taxation as has been adopted by over 130 countries around 
the world. This involves taxation of goods and services in an integrated 
manner as the blurring of line of demarcation between goods and services has 
made separate taxation of goods and services untenable. 

• Introduction of an Goods and Services Tax (GST) to replace the existing 
multiple tax structures of Centre and State taxes is not only desirable but 
imperative in the emerging economic environment. Increasingly, services are 
used or consumed in production and distribution of goods and vice versa. 
Separate taxation of goods and services often requires splitting of transactions 
value into value of goods and services for taxation, which leads to greater 
complexities, administration and compliances costs. Integration of various 
Central and State taxes into a GST system would make it possible to give full 
credit for inputs taxes collected. GST, being a destination-based consumption 
tax based on VAT principle, would also greatly help in removing economic 
distortions caused by present complex tax structure and will help in 
development of a common national market.  

• 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 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). In 
April, 2008, the EC a report to the titled “A Model and Roadmap for Goods 
and Services Tax (GST) in India” containing broad recommendations about 
the structure and design of GST. In response to the report, the Department of 
Revenue made some suggestions to be incorporated in the design and structure 
of proposed GST. Based on inputs from GoI and States, The EC Introducing 
GST and Its Impact on Indian Economy 205 released its First Discussion 
Paper on Goods and Services Tax in India on the 10th of November, 
2009 with the objective of generating a debate and obtaining inputs from all 
stakeholders.  

• A dual GST module for the country has been proposed by the EC. This dual 
GST model has been accepted by centre. Under this model GST have two 
components viz. the Central GST to be levied and collected by the Centre and 
the State GST to be levied and collected by the respective States. Central 
Excise duty, additional excise duty, Service Tax, and additional duty of 
customs (equivalent to excise), State VAT, entertainment tax, taxes on 
lotteries, betting and gambling and entry tax (not levied by local bodies) 
would be subsumed within GST. 

• 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. This was further trifurcated into three Sub-Working Groups to 
work separately on draft legislations required for GST, process/forms to be 
followed in GST regime and IT infrastructure development needed for 
smooth functioning of proposed GST. In addition, an Empowered Group for 
development of IT Systems required for Goods and Services Tax regime has 
been set up under the chairmanship of Dr. Nandan Nilekani.  

• A draft of the Constitutional Amendment Bill has been prepared and has been 
sent to the EC for obtaining views of the States.  
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•  In 2004, after the change in the Government in center and most of the states 
after that, Lok Shabha passed the bill in 2015 and referred to select committee 
of Rajya Sabha, the detailed report and suggest was forwarded in July, 2015. 
But the bill stuck in the Rajya Sabha followed the argument of some inclusion 
and exclusion required in the bill. And finally 3rd August 2016, Rajya Sabha 
approved constitutional amendment bill number 122 to enable the introduction 
of GST. Though the bill has to walk some more steps to become a law; like 
Presidential assent, endorsement of at least half of the state assemblies, which 
is not an issue as of now.  

•  The Goods and Service Tax Bill or GST Bill, officially known as The 
Constitution (122nd Amendment) Bill, 2014, would be a Value added Tax 
(VAT) to be implemented in India, from April 2016.  GST stands for “Goods 
and Services Tax”, and is proposed to be a comprehensive indirect tax levy on 
manufacture, sale and consumption of goods as well as services at the national 
level. It will replace all indirect taxes levied on goods and services by the 
Indian Central and State governments. It is aimed at being comprehensive for 
most goods and services. 

 In brief, GST travel spans more than three decades, observed by as many as a 
nine Prime Ministers and twelve Finance Minister in the center. 

Concept of Goods and Services Tax (GST): 

The GST is landmark in the Indian indirect taxation history; this tax regime 
intends to subsume most indirect taxes under a single taxation regime. GST is a value 
added tax levied across goods and services. This is expected to help broaden the tax 
base, increase tax compliance, and reduce economic distortions caused by inter-state 
variations in taxes.  Goods and Services Tax (GST) is a wide ranging tax levy on 
manufacturer, sale and consumption of goods and services at the national level. One 
of the biggest taxation reforms in India the (GST) is all set to integrate state 
economics and boost overall growth. 

India is having the most complicated tax structure in the world, especially 
Indian indirect tax systems. The mechanism of imposing taxes, exemptions, 
abatements other benefits is different in different states. The existing law has a 
number of issues of interpretation in various provisions and the category of the 
products and services. India needs a simple tax structure which can describe the tax 
mechanism as simple as possible. The basic two drawbacks of existing indirect tax 
system are cascading effect and non-uniformity of tax collection among states. 
Introduction of Goods and Service Tax (GST) will compensate those drawbacks. 
Following are the mainstay of GST:  

• Removing Cascading Effect: GST removes “Tax on Tax Effect” and provides 
common national market for Goods and Services. 

•  Single Umbrella Tax Rate: GST will harmonize indirect taxes being levied by 
Union and State Governments.  

The reference of GST was first made in the Indian Budget in 2006-07 by the 
then Finance Minister Mr. P. Chidambaram as a single centralized Indirect tax. The 
Bill was introduced on December 19, 2014 and passed on May 6, 2015 in the Lok 
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Sabha and  Passed in Rajya Sabha on 3rd August 2016. The Government wants to 
implement GST Bill From 1st April 2017.  

Clause 366(12A) of the Constitution Bill defines GST as “goods and services 
tax” means any tax on supply of goods, or services or both except taxes on the supply 
of the alcoholic liquor for human consumption. So GST is a comprehensive tax levy 
on manufacture, sale and consumption of goods and services at a national level. 

Salient Features of the Goods and Services Tax (GST): 

Following are the salient features of GST: 

• GST is applicable to all taxable goods and services except the exempted goods 
and services and on transactions below the threshold limit. 

• Exempted goods and services include alcohol for human consumption, 
electricity, custom duty, real estate.  

• Petroleum products, motor spirit, natural gas, aviation turbine fuel, are initially 
exempted from GST until GST council announces their inclusion. 

• Tobacco products are included in GST along with central excise duty.  
• The power of making law on GST lies with both union and state legislative 

assemblies. 
• GST has two components-CGST and SGST. CGST will be collected by 

central government whereas state governments will collect SGST. 
•  GST is destination based tax. IGST is levied on all supplies in the course of 

interstate trade including imports which is collected by the central government 
exclusively and distributed to imported states.  

• Taxes paid on input goods/services against CGST shall be allowed to be 
utilized as input tax credit (ITC) against output tax liabilities under CGST and 
same principle applies to SGST. Cross utilization of input tax credit between 
the Central GST and the State GST would not be allowed except in case of 
inter-state supply of goods and services. Therefore, a taxpayer or exporter 
shall be required to maintain separate details in books of account for 
utilization or refund of credit.  

• In order to maintain uninterrupted credit chain, CST would be phased out in 
case of inter-state transactions of taxable goods. On such transactions, Centre 
would levy Integrated GST (referred to as IGST which would be GST plus 
SGST) with appropriate provision for consignment or stock transfer of goods 
and services.  

• Additional 1% tax on interstate taxable supply of goods which is levied by 
centre and directly portioned to the exporter state. This tax will be charged for 
two years.  

• A uniform threshold across all States and Union territories is being considered 
with adequate compensation for the States (particularly, the States in North-
Eastern Region and Special Category States) where lower threshold had 
prevailed in the VAT regime. 

•  In view of the fact that the CGST and SGST are intended to be levied on 
consumption of all goods and services, these two taxes must subsume all taxes 
presently levied on various goods and services by the Centre and the States, 
respectively.  
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GST is not a new experiment in India and it is not a new initiative. It is 
introduced to rectify certain basic shortcomings of Value Added Tax. GST 
introduction is an attempt to improve the existing VAT system and the tax system in 
India. The GST is also an attempt to bring the services under tax net which is not 
possible under the VAT system. GST is an extension of the current VAT that would 
make the tax system more comprehensive and effective in its functioning.  

Advantages of Goods and Services Tax (GST): 

• GST is a transparent Tax and also reduces number of indirect taxes. With GST 
implemented a business premises can show the tax applied in the sales invoice. 
Customer will know exactly how much tax they are paying on the product they 
bought or services they consumed.  

• GST will not be a cost to registered retailers therefore there will be no hidden 
taxes and the cost of doing business will be lower. This in turn will help Export 
being more competitive.  

• GST can also help to diversification of income sources for Government other 
than income tax and petroleum tax  

• Under Goods and Services Tax, the tax burden will be divided equally between 
Manufacturing and services. This can be done through lower tax rate by increase 
Tax base and reducing exemptions.  

• In GST System both Central GST and State GST will be charged on 
manufacturing cost and will be collected on point of sale. This will benefit people 
as prices will come down which in turn will help companies as consumption will 
increase.  

• Biggest benefit will be that multiple taxes like Octroi, central sales tax, state sales 
tax, entry tax, license fees, turnover tax etc will no longer be present and all that 
will be brought under the GST. Doing business now will be easier and more 
comfortable as various hidden taxation will not be present. 

There are several advantages of introducing a GST in India. 

Disadvantages of Goods and Services Tax (GST): 

• Critics say that GST would impact negatively on the real estate market. It would 
add up to 8 percent to the cost of new homes and reduce demand by about 12 
percent.  

• Some Economist says that CGST, SGST and IGST are nothing but new names 
for Central Excise/Service Tax, VAT and CST and hence GST brings nothing 
new for which we should cheer.  

• Very high tax rates  of 16% compared to current 12.5 % VAT  
• Since taxes are distributed across the chain, the consumer prices are likely to rise 

to maintain the current tax revenue levels.  
• All goods and services brought under the GST with only few items are exempted 

and make the common people’s life miserable  
• Amendment to constitution is a formidable task- where state governments 

consent is needed  
• Training of Government officials /personnel 
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Conclusion: 

The successful implementation of GST depends on the understanding and co-
operation between central and state Government. In simple, GST would definitely a 
positive for manufacturing sector and negative for service sectors, as the present tax 
rate for manufacturing is way higher then proposed GST tax rate and for services, 
proposed GST will be a higher rate of tax. The implementation of GST would pave 
way for a simple and understandable tax structure, and also help in avoiding any 
evasion taking place at any level. Thus, lot being said and done, an appropriate 
implementation would lead to actually understand whether “GST is a boon or bane”. 

The Goods and Services Tax (GST) is expected to simplify and harmonize the 
complex indirect tax regime in the country and reduce the cost of production, thereby 
making industry more competitive. GST is accepted to pave way for better E-
Commerce and will make industries more competitive. GST will be a game changing 
reform for Indian economy by developing a common Indian market and reducing the 
cascading effect of tax on the cost of Goods and Services. It will impact the tax 
structure, tax incidence, tax consumption, Tax Payment, Compliance, Credit 
Utilization and Reporting Leading to complete overhaul of the current indirect tax 
system. 
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