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Abstract 
In India, there are different indirect taxes applied on goods and services by central and state 

government. GST is intended to include all these taxes under one roof and charged on both 

goods and services. 

Thus excise duty, special additional duty, service tax, VAT etc. will get replaced and will be 

added into GST. For this, GST will have 3 parts – CGST, SGST and IGST. The central taxes like 

excise duty will be submitted into CGST and state taxes like VAT into SGST. 

Goods and Service Tax or GST as it is known is all set to be a milestone for the Indian tax 

regime. The finance minister in his budget speech 2015 has announced the time and again the tax 

will be introduced on 1 April, 2016.  

 GST is one of the most crucial tax reforms in India which has been long pending. It was 

supposed to be implemented from April 2010, but due to political issues and conflicting interests 

of various stakeholders it get delayed.  

 This paper presents an overview of GST concept, explains its salient features along with the 

need of GST in India. The paper is more focused on advantages of GST and challenges faced by 

India in execution. 
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Introduction 
Goods and Services Tax (GST) is an indirect tax reform which seeks to remove interstate tax 

barriers and create a single market. For this purpose the constitution first needs to be amended so 

that the different layers of government‟s power to levy tax are to be removed. After this step is 

initiated, the interstate and intra state tax barriers will vanish.  End users are paying taxes to the 

government but they are not aware that how much tax they are paying. If you get a bill after 

buying commodities which gives the extent of VAT you have paid, it is an understatement of the 

actual tax you have paid. Remember, well before commodities reached the retail outlet, the 

central government has collected excise duty. But the extent of excise duty is no where 

mentioned in the bill. 

In GST, End users should benefit in two ways. 

Firstly, all taxes will be collected at the point of consumption. It means that if a shirt is taxed at 

18%, it will include both central government‟s taxes and state government‟s taxes. Transparency 

in taxation should deter governments from indiscriminately increasing taxes as there is bound to 

be public backlash. 

Second, once barriers between states are removed, we as consumers will not end up paying “tax 

on tax” which is what happens when goods move across state borders. 

 

Literature review  
 
 Agogo Mawuli (May 2014)1 studied, “Goods and Service Tax-An Appraisal” and found that GST 

imposes a heavy burden on disadvantaged payer including very poor individual and rural people. 



3 
www.ssijmar.in 

 
 Monika Sehrawat & Upasana Dhanda (December 2015) studied, “GST IN INDIA: A KEY TAX 

REFORM” and founded that because of multiplicity of taxes in current tax regime administration 

complexities and compliance cost is also accelerating. Thus, a simplify, user -friendly and 

transparent tax system is required which can be fulfilled by implementation of GST.  

 

Aurobinda Panda & Atul Patel (july 2010) studied, “The Impact of GST (Goods and Services Tax) 

on 

the Indian Tax Scene”  and founded that GST as a superior and sufficient system depends upon the 

structure it is designed into and the manner of implementation. 

 
Dr. R. Vasanthagopal (2011) studied,“GST in India: A Big Leap in the Indirect Taxation System” 

and concluded that the switchover to a „flawless‟ GST would be a big leap in the indirect taxation 

system and also give a new impetus to India‟s economic change. It is also noted that,  more than 

140 countries have introduced GST in some form to other and is fast becoming the preferred 

form of indirect tax in the Asia Pacific region.  

Nitin Kumar (2014) studied, “Goods and Service Tax- A Way Forward” and concluded that 

implementation of GST in India help in removing economic misrepresentation by current indirect tax 

system and expected to encourage unbiased tax structure which is indifferent to geographical 

locations. 

Dr. Shakir Shaik, Dr.S.A. Sameera, Mr. Sk.C. Firoz (2015) studied,” Does Goods and Services 

Tax (GST) Leads to Indian Economic Development?” and concluded that there has been a good 

deal of criticism as well as appraisal of the proposed Goods and Services Tax regime. 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  

Nishitha Guptha (2014) in her study stated that implementation of GST in the Indian structure 

will lead to commercial benefits which were intact by the VAT system and would essentially 

lead to economic development. Hence GST may usher in the possibility of a collective gain for 

industry, trade, agriculture and common consumers as well as for the Central Government and 

the State Government 

Jaiprakash( 2014) in his research study mentioned that the GST are expected to give more relief 

to industry, trade, agriculture and consumers through a more inclusive and wider coverage of 

input tax set-off and service tax setoff, subsuming of several taxes in the GST and phasing out of 

CST. Responses of industry and also of trade have been indeed encouraging. Thus GST offers us 

the best option to broaden our tax base and we should not miss this opportunity to introduce it 

when the circumstances are quite favorable and economy is enjoying steady growth with only 

mild inflation. 
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 OBJECTIVE OF STUDY  

 
The study has following objectives:  

1) To comprehend the concept of GST  

2) To clarify the salient features of GST  

3) To evaluate the advantages and challenges faced by India in execution of GST  

4) To furnish information for further research work on GST. 

 

RESEARCH METHODOLGY  
 

The research is a descriptive research and the data is collected mainly from the secondary sources such as 

the books published on GST and various contemporary news articles, journals and various research 

papers. 

The data so collected is used for understanding the present tax structure.  The accessible secondary data 

is intensively used for research study. 

 

 

Concept of GST 

GST is a value-added tax levied at all points in the supply chain with credit allowed for any tax 

paid on input acquired for use in making the supply. It would apply to both goods and services in 

a comprehensive manner. 

In keeping with the federal structure of India, it is proposed that GST will be levied concurrently 

by the Centre (CGST) and the states (SGST). It is expected that the base and other essential 

design features would be common between CGST and SGST across SGSTs for individual states. 

Both CGST and SGST would be levied on the basis of the destination principle. Thus, exports 

would be zero-rated, and imports would attract tax in the same manner as domestic goods and 

services. Inter-state supplies within India would attract an Integrated GST (aggregate of CGST 

and the SGST of the destination State). 

The introduction of Goods and Services Tax (GST) would be a considerable step in the reform of 

indirect taxation in India. Amalgamating several Central and State taxes into a single tax would 

mitigate cascading or double taxation, facilitating a common national market. The simplicity of 

the tax should lead to easier administration and enforcement. From the consumer point of view, 

the biggest advantage would be in terms of a reduction in the overall tax burden on goods, which 

is currently estimated at 25%-30% free movement of goods from one state to another without 

waiting for payment of state tax or entry tax at state borders for long period and reduction in 

paperwork to a large extent. 

 

Features of GST 
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(i) Applicability of GST is mainly on supply of goods or services as against the present 

concept of tax on the manufacture or on sale of goods or on provision of services.  

 

(ii) Basically GST is a destination based tax as against the present concept of Origin 

based tax. 

 

(iii) GST has two aspects, GST to be levied by the Centre would be called Central 

GST (CGST) and that to be levied by the States would be called State GST (SGST). 

 

(iv) CGST and SGST levied at rates to be mutually agreed upon by the Centre and 

the State government 

 

(v) GST would replace the following taxes currently levied and collected by the 

Centre 

a. Central Excise duty 

b. Duties of Excise (Medicinal and Toilet Preparations) 

c. Additional Duties of Excise (Goods of Special Importance) 

d. Additional Duties of Excise (Textiles and Textile Products) 

e. Additional Duties of Customs (commonly known as CAD) 

f. Special Additional Duty of Customs (SAD) 

g. Service TAX 

 

 (vi) State taxes that would be replaced within the GST are 

State VAT 

b. Central Sales TAX 

c. Luxury TAX 

d. Entry TAX(other than those in lieu of octroi) 

e. Entertainment TAX (not levied by the local bodies) 

f. Taxes on advertisements 

g. Taxes on lotteries, betting and gambling 

h. State ceases and surcharges insofar as they relate to supply of goods or services 

 

(vii) Credit of CGST paid on inputs may be used only for paying CGST on the Out-put 

and the credit of SGST paid on inputs may be used only for paying SGST. In other 

words, the two streams of input tax credit cannot be mixed except in specified 

circumstances of inter-State sales. 

 

(viii) GST would apply to all goods and services barring a few to be specified. 

 

(ix) Tobacco and tobacco products would be subject to GST. In addition, the Centre 

could continue to levy Central Excise duty and the States to levy sales tax / VAT. 

 

         Benefits of GST 
               Introduction of a GST is very much essential in the emerging environment of the Indian                                  

economy. 

Integration of Taxes -There is no doubt that in production and distribution of goods, 

services are increasingly used or consumed and vice versa. which is In the present taxation 
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system, Separate taxes for goods and services, requires splitting up the transaction values into 

value of goods and services for taxation, leading to greater complications, administration, 

including compliances costs. In the GST system, when all the taxes are integrated, it would 

make possible the taxation burden to be split equitably between manufacturing and services. 

     Final destination - GST will be levied only at the final destination of consumption based 

on VAT principle and not at various points (from manufacturing to retail outlets). This will help 

in removing economic misrepresentations and bring about development of a common national 

market. 

       More Transparent - It will also help to build a transparent and corruption-free tax 

administration. Presently, a tax is levied on when a finished product moves out from a factory, 

which is paid by the producer, and it is again levied at the retail outlet when sold. 

Status of implementation of GST 

To be fully viable by law in all the States, the GST Bill needs to be passed by a two-thirds 

majority in both Houses of Parliament and by the legislatures of half of the 29 States. In 

December 2014, Finance Minister Arun Jaitley introduced the constitutional amendment Bill of 

the GST in the Lok Sabha. He announced that the GST would be a major reform in India‟s 

taxation system since 1947, which would reduce transaction costs for business and boost the 

economy. 

Finance Minister Arun Jaitley said that the Goods and Services Tax (GST) regime needs to be 

implemented between April 1 and September 16, 2017, due to constitutional compulsions. 

The Council was working towards resolving the deadlock, he said."The range of timing when 

GST has to come into force is between April 1 and September 16, 2017 due to constitutional 

necessity. Nobody has the luxury of time," Mr Jaitley said in his address at the 89th annual 

general meeting of Federation of Indian Chambers of Commerce and Industry (Ficci) in New 

Delhi. The Finance Minister said that the Central GST, Integrated GST and state compensation 

matter for revenue losses bills are currently in the process of getting drafted, which needs to be 

passed 

Proposed Tax Rate in GST 

Here are some of the proposed tax rates: 

Tax Slabs: Overall, GST will cover rates of 6, 12, 18 and 26 per cent, with higher tax set aside 

for luxury items, which may also attract an additional cess. 

Food items: Food goods will be exempt from GST as well about half of everyday items will 

fall in the lower tax slabs. About 70 per cent of the items will incur an 18 per cent tax rate. 
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FMCG and consumer durable products: These will attract 26 per cent GST rate, lower 

than the current tax of about 31 per cent. 

Services: These will be taxed at 6 per cent, 12 per cent and 18 per cent, which will be the 

highest rate. More details are awaited on services. 

Ultra-luxury items: These include high-end cars and goods like tobacco, cigarettes, aerated 

drinks, and polluting items. They will attract an additional cess on top of a 26 per cent GST tax 

rate. Proceeds from the cess on these items will go toward creating a Rs 50,000 crore fund to 

compensate states for loss of revenue. 

Bottlenecks in the implementation of GST 

Though the Government wants the GST Bill to be implemented by April 2016, there are certain 

bottlenecks which need to be taken care of before that: 

 What preparations are needed at the level of Central and State Governments for 

implementing the GST? 

 Whether the Government mechanism is efficient enough for such an enormous change? 

 Whether the tax-payers are ready for such a change? 

 What will be the impact on the Government‟s revenue? 

 How will the producers, traders and ultimate consumers be affected? 

 Will GST help the small entrepreneurs and small traders? 

 

GST – Challenges for Success in India 

GST will be the biggest reform in Indian taxation since 1947, but there are many challenges for 

its successful implementation. These are as under 

 To Pass the Bill in Rajya Sabha: Central Government is not having sufficient 

majority in the Rajya Sabha therefore it will have to ensure safe passage as it will not be 

cake-walk for the Union government to pass the Bill in the Upper House of Parliament. 

 Consent of all States: For implementing it is essential that GST bill is passed by the 

respective state Governments in state assemblies so as to bring majority. This is a 

difficult task.  

 Revenue Neutral Rate (RNR): It is one of the outstanding Factor for the success of 

GST. We know that in GST regime, the government revenue would not be similar as 

compared to the current system. Hence, through RNR Government has to ensure that its 

revenue remains the same despite of giving tax credits. 

 Threshold Limit in GST: While achieving broad based tax structure under GST, 

Both empowered committee and Central Government must ensure that lowering of 

threshold limit should not be a “taxing” burden on small businessmen in the country 



8 
www.ssijmar.in 

 Strong and Secured IT Network: Government has already incorporated Goods 

and service tax network (GSTN). GSTN has to develop GST portal which ensure 

technology support for registration, return filing, tax payments, IGST settlements etc. 

Thus there should be a strong and secured IT backbone 

 Provide Training to Tax Administration Staff: GST is absolutely different 

from existing system. Therefore, it requires that tax administration staff at both Centre 

and state to be trained properly in terms of concept, legislation and Procedure. 

 Additional Levy: The Purpose of additional Levy is to compensate states for loss of 

revenue while moving to GST. We acknowledge that fundamental purpose of GST is to 

make “INDIA” as one state where inter-state movement of goods is common. In this 

situation, it would defeat the very purpose of GST in the country. 

Conclusion 

It is the demand of present scenario to implement GST for the overall growth of the country and 

it will prove the milestone in Indian tax regime. There is a common man who is paying taxes 

with different names like excise duty, custom duty, Service Tax and so on and all the revenue is 

going to the Governments then why there should not be a more transparent and user friendly 

system under one roof  i.e. GST. GST serves a numerous benefits not only for the industry and 

consumer but also for Government. There are various challenges in way of GST implementation 

as discussed above in paper. They need more analytical research to resolve the battling interest of 

various stake holders and accomplish the commitment for a principal reform of tax structure in 

India. 
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