
GOODS  AND  SERVICES  TAX(GST):  A  COMPREHENSIVE  AND  UNIFORM  

INDIRECT  TAX  REFORM  IN  INDIA 

 

BY:  Surbhi  Gupta,  research  scholar  of  Department  Of  Commerce,  Delhi  School  Of  

Economics( Delhi University)  

Under  the  supervision  of  Dr. Niti  Bhasin,  Associate  Professor,  Department  Of  Commerce,  

Delhi  School  Of  Economics( Delhi University)  

   

ABSTRACT: 

Overcoming  the  loopholes  in  the  existing  indirect  tax  regime,  Goods  and  services  

tax(GST)  is  a  major  indirect  tax  reform  in  India. 

India  is  very  close  to  its  implementation,  tentatively  from  1  April  2017  as  announced  

by  Sri  Arun  Jaitely,  the  current  Finance  Minister.  

Goods  and  services  tax(GST)   is  a  nationwide  tax  levied  on  supply  of  goods  and  services  

in  India. It  is  a  destination  based  value  added  tax  levied  at  each  stage  in  supply  chain  

right  from  the  manufacturer  to  the  consumer  with  benefit  of  input  tax  credit  at  each  

stage  thereby  eliminating  cascading  effects. The  final  consumer  thus  will  bear  only  the  

GST  charged  by  the  last  dealer  in  the  supply  chain. 

The  rationale  of  the  present  paper  is  to  explain  the  loopholes  in  the  existing  indirect  tax  

regime  in  India  and  a  need  to  move  from  the   current  indirect  taxation  regime  to  a  

move  comprehensive  and  unified  taxation  regime  i.e.  Goods  and  Services  Tax (GST); to  

explain  the  reasons  for  delay  in  GST’s  implementation  in  India ,  current  situation  of  GST  

reform,  and  key  features  of  proposed  GST  regime;  to  explain  the  benefits  GST   brings  

for  the  economy  and   challenges  that  need  to be  resolved  before  implementing  a  flawless  

indirect  tax  regime - GST  in  India 

 The  proposed  GST  regime  is  expected  to  bring  a  basket  of  benefits  for  the entire   

economy  thereby  favoring  its  implementation  at  the  earliest  by  overcoming  all  the  

challenges. Proper  planning,  administration,  timely  guidance  to  the   industry  and  training  

to  both  the  tax  officers  and  payers  on  GST  will  aid  its  smooth  implementation. 

KEYWORDS: Goods  and  Services  tax (GST),  Central  GST,  State  GST,  Indirect  taxation  

regime.   

 



INTRODUCTION 

GST  has  become  one  of  the  most  hyped  topics  in  India  currently  as  India  is  very  close  

to  its  implementation,  tentatively  from  1  April  2017  as  announced  by  the  current  Finance  

Minister  of  India. 

In  India  many  reforms  have  been  taken  in  the  indirect  taxation  system  over  the  years  

such  as  introduction  of  state  VAT(based  on  input  tax  credit)  replacing  the  cascading  type  

sales  tax  system;  CENVAT  to  provide  input  tax  credit  while  paying  excise  duty  on  

manufacture  of  goods;  taxation  on  supply  of  services  at  uniform  rate  etc. But  the  existing  

indirect  tax  regime  still  needs   improvement  owing  to  the  loopholes  such  as  multiplicity  

of  taxes,  cascading  effects,  tax  evasion,  lack  of  compliance  etc. 

The  proposed  GST  regime  is  considered  to  be  the  next  major  comprehensive  reform  in  

the  indirect  taxation  in  India. 

GST  is  a  nationwide  tax  levied  on  supply  of  goods  and  services  in  India. It  is  a  

destination  based  value  added  tax  levied  at  each  stage  in  supply  chain  right  from  the    

manufacturer  to  the  consumer  with  benefit  of  input  tax  credit  at  each  stage  thereby  

eliminating  cascading  effects. GST  will  subsume  majority  of  central  and  state  indirect  

taxes,  putting  an  end  to  multiplicity  of  taxes. 

 GST  in  India  was  first  introduced  by  P. Chidambaram(then  Finance  Minister)  in  his  

budget  speech  on  28th  February  2006  but  its  first  deadline  for  implementation  i.e. 1 April  

2010  and  successive  deadlines  could  not  be  met  because  of  political  issues,  need  for  

constitutional  amendments  and  building  consensus  of  all  the  states  on  GST  structure. 

After  various  negotiations  between  the  central  and  state  governments,  BJP  government  

was  able  to  get  consensus  of  all  the  states  and  the  Constitution(122nd  Amendment) 

Bill,2014  was  passed  by  the  Rajya  Sabha  on  3rd  August  2016  and  by  the  Lok  Sabha  on  

8th  August  2016  and  was  ratified  by  more  than  50%  of  the  state  assemblies. Bill  got  the  

Presidential  assent  on  8th  September  2016  enabling  the  Bill  to  become  a  law. 

GST  Council  has  been  established  to  decide  on  rates,  exemptions,  thresholds  and  other  

relevant  legislations  by  22nd  November  2016. 

 We  hope   that  all  the  relevant  issues  acting   as  roadblocks  in  GST’s  successful  

implementation  are  resolved  expeditiously  so  that  a  flawless  indirect  taxation  system  is  

gifted  to  India. 

The  paper  is  divided  into  six  sections. Section  one  explains  in  brief  the  existing  indirect  

taxation  regime  in  India. Section  two  explains  the  loopholes  in  the  existing  indirect  

taxation  system. It  also  looks  at  the  need  for   adoption  of  GST  in  India  and  proposed  

benefits it  brings  for  the  entire  economy. Section  three  proceeds  to  explain  the  roadblocks  



in  GST’s  implementation  so  far  and  the  current  status  of  GST  in  India. Section  four  

looks  at  the  proposed  GST  structure  in  India. Section  five  points  out  the  challenges/issues  

that  needs  to  be  resolved  before  successful  implementation  of  GST  in  India. Section  six  

concludes  with  some  recommendations  to  overcome  challenges  in  the  implementation  of  

GST. 

 

   

RESEARCH  METHODOLOGY 

The  research  paper  is  based  on  exploratory  research. It  aims  to  gain  familiarity  and  

acquire  new  insights  on  GST  in  India. Secondary  data  has  been  collected  from  various  

sources  such  as  journals,  newspapers,  internet  etc.  for  the  study.  

 

 

OBJECTIVE  OF  THE  STUDY 

The  rationale  of  the  present  paper  is  three-folded:   

1)  To  explain  the  loopholes  in  the  existing  indirect  tax  regime  in  India  and  a  need  

to  move  from  the   current  indirect  taxation  regime  to  a  move  comprehensive  and  

unified  taxation  regime  i.e.  Goods  and  Services  Tax (GST). 

2) To  explain  the  reasons  for  delay  in  GST’s  implementation  in  India ,  current  

situation  of  GST  reform,  and  key  features  of  proposed  GST  regime. 

3) To  explain  the  benefits  GST   brings  for  the  economy  and   challenges  that  need  to 

be  resolved  before  implementing  a  flawless  indirect  tax  regime in  India. 

  

 

 

 

 

 

 

 

 

 



 

I. INTRODUCTION  TO  THE  CURRENT  INDIRECT  TAX  REGIME  

IN  INDIA 

India  has  a  federal  form  of  government  where  the  taxing  powers  with  respect  to  both  

direct  and  indirect  taxes  have  been  divided  among  the  governments  at  the  central  and  

the  state  levels  under  the  constitution  of  India. 

Central  Government  levies  the  following  major  indirect  taxes: 

 EXCISE  DUTY:  Introduced  in  1944,  excise  duty(CENVAT)  is  levied  in  the  form  

of  value  added  tax  on  excisable  goods  which  are  manufactured  in  India. Under  

CENVAT  credit  rules  a  manufacturer  can  avail  credit  of  duty  paid  on- 1)  inputs   

2) capital  goods   3) input  services  used  in  or  in  relation  to  the  manufacture  of  

excisable goods. The  general  rate  of  excise  duty  is  12.5%. 

 

 CENTRAL  SALES  TAX(CST): Introduced  in  1956, CST is  levied  by  the  central  

government  but  collected  and  retained  by  the  state  governments. It  is  an  origin  

based  tax. The  general  rate  of  CST  is  2%. 

 

 

 SERVICE  TAX:  Introduced  in  1994,  it  is  levied  on  supply  of  all  services(except  

in  the  negative  list)  provided  in  India(except  in  the  state  of  Jammu  and  

Kashmir).Service  tax  is  applied  at  a  uniform  rate  of  15%. 

 

 DUTIES  OF  CUSTOMS  INCLUDING  EXPORT  AND  IMPORT  DUTIES: 

Introduced  in  1962  India’s  custom duty  has  the  following  components- 

1) Basic  custom  duty 

2) Additional  customs  duty(CVD)  levied  in  lieu  of  excise 

3) Additional  duty  of  custom(SAD)  levied  in  lieu  of  the  domestic  sales  tax  and  other  

local  taxes. 

4) Education  cess  levied  at  3%  on  the  basic  custom  duty  and  CVD. 

 

The  State  Government  levies  the  following  major  indirect  taxes: 

 VALUE  ADDED  TAX(VAT): Implemented  in  India  from  1  April  2005,  it  is  a  

tax  levied  on  sale  of  goods  within  a  state. It  replaced  the  earlier  sales  tax  regime 

with  no  input tax  credit. VAT  is  a  multi-stage  tax  collected  at  every  point  of  sale  

with  applicable  set  offs  of  input  tax  paid  while  purchasing  the  goods. VAT   rates  

are: 



1)  0%            =  zero  rated 

2) 1%             = on  gold  and  silver  ornaments 

3) 4 - 5.5%     = lower  rate  on  essential  items 

4) 12.5 - 15% = standard  rate  applicable  on  majority  of  goods   

5) 20%           =  higher  rate  applicable  on  alcohol  and  motor  fuels 

 

 STATE  EXCISE  DUTY: Levied  on  liquor  and  narcotic  drugs 

 

 OCTROI: Levied  on  entry  of  goods  into  a  local  area  for  consumption,  use  or  

sale. It  is  passed  on  to  the  municipal  bodies. 

 

 

 ENTRY  TAX(NOT  IN  LIEU  OF  OCTROI): Levied  on  entry  of  goods  to  a  

state. 

 

 ENTERTAINMENT  TAX: Levied  on  every  financial  transaction  related  to  

entertainment  such  as  movie  tickets,  commercial  shows  or  exhibition, etc. 

 

 

 

II. LOOPHOLES  IN  THE  EXISTING  INDIRECT  TAX   REGIME  IN  

INDIA  AND  THE  NEED  FOR   IMPLEMENTING  GST 

 

State  VAT   at  the  state  level  and  CENVAT  at  the  central  level  is  an  improvement  over  

the   sales  tax  system  and  the  excise  duty  system(without  input tax  credit)  respectively  

prevalent  earlier. However  the  existing  system  still  needs  improvement  because  it  allows  

for  multiplicity  of  taxes  leading  to  complex  tax  structure,  distortions,  cascading  effect  and  

lack  of  tax  compliance. 

Following  are  the  loopholes  in  the  existing  indirect  tax  regime: 

 VAT: State  VAT  is  characterized  by  a  narrow  base,  plethora  of  exemptions,  

multiple  rate  structure  and  cascading  effect  on  account  of  break  in  the  input  credit  

chain. VAT  regime  is  not  uniform  for  all  states. Provisions  regarding  credit  on  

capital  goods,  exempt  goods,  VAT  rates  vary  across  states.  States  compete  against  

each  other  on  such  grounds.  



Advantage  of  neutrality  is  confined  only  for  purchases  within  a  state,  hence  

allocation  of  resources  is  driven  by  tax  considerations.  

Credit  of  excise  duty  paid  on  manufacture  of  goods   and/or  service  tax  paid  in  

utilization  of  any  service  in  selling  of  goods  is  not  allowed  as  credit  while  paying 

VAT  leading  to  cascading  effect. 

 

 CENTRAL  SALES  TAX(CST):  CST  paid  on  inter -state  purchase  of  goods  is  

not  eligible  for  input  tax  credit  causing  cascading  effect.  

CST  is  an  origin  based  tax  and  acts  as  a  stranded  cost  for  inter-state  importers. 

CST  leads  to  tax  exportation  by  rich  states  to  poor  states  which  are  net  importers  

of  goods  and  services.(Rao  and  Vaillancourt, 1994) 

 

 CENTRAL  EXCISE  DUTY(CENVAT):  Under  the  CENVAT,  credit  of  tax  paid  

on  input  of   goods,  services  and  capital  goods  is  available. However,  the  credit  of  

tax  paid  on  capital  goods  is  available  in  two  installments  over  two  years  and  not  

in  one  year  leading  to  cascading  effect. 

 

 SERVICE  TAX:  Over  the  years,  service  tax  has  been  expanded  to  cover  new  

services, but  still it  is  not  comprehensive  as  a  lot  of  services  which  can  generate  

more  revenues  to  the  government  remain  uncovered. Also  VAT  payable  on  goods  

used  as  input  in  providing  a  service is  not  allowed  as  credit   leading  to  cascading  

effect. 

 

 

 ENTRY  TAX:  Entry  tax  rates  vary  across  states  and  commodities  and  some  

states  do  not  allow  an  input  tax  credit  against  the  entry  tax  leading  to  cascading  

effect. 

Owing  to  the  loopholes  in  the  existing  system  a  need  was  felt  to  introduce  a  more  

comprehensive  and  unified  indirect  tax  regime  in  India  by  subsuming  majority  of  central  

and  state  level  indirect  taxes. Keeping  this  overall  objective  in  view  an  announcement was  

made  by  Sri  P. Chidambaram(then  Finance  Minister)  in  the  Union  Budget  on  28th 

February, 2006   to  introduce  Goods  and  Services  Tax (GST)  in  India. 

Goods  and  services  tax(GST)   is  a  nationwide  tax  levied  on  supply  of  goods  and  

services  in  India. It  is  a  destination  based  value  added  tax  levied  at  each  stage  in  supply  

chain  right  from  the  manufacturer  to  the  consumer  with  benefit  of  input  tax  credit  at  

each  stage  thereby  eliminating  cascading  effects. The  final  consumer  thus  will  bear  only  

the  GST  charged  by  the  last  dealer  in  the  supply  chain. 

 



PROPOSED  BENEFITS  OF  GST: 

 

 RATIONALISATION  OF  TAX  STRUCTURE: GST  will  simplify  the   current  

indirect  tax  regime  in India  by  subsuming  majority  of  indirect  taxes  putting  an  

end  to  multiplicity  of  taxes. Simplified  structure,  transparency,  better  

administration,  simplified  procedures  for  payment  of  tax;  filing  of  returns;  

registration,  availability  of  input  tax  credit  will  encourage  tax  compliance  and  

avoid  tax  evasion  and  distortions. 

 

 COMMON  NATIONAL  MARKET:  GST  will  ensure  that  indirect  tax  rates  and  

structures  are  common  across  the  country  thereby  increasing  certainty  and  ease  of  

doing  business. All  this  will  make  India  a  dynamic  common  market  giving  

opportunities  to  trade  with  other  states. 

 

 BOOST  TO  REVENUES: Implementation  of  GST  is  expected  to  generate  more  

tax  revenues  for  both  central  and  state  governments  owing  to  wider  tax  base,  

lesser  evasion  and  better  conformity.  

 

 END  OF  CASCADING  EFFECT: Currently  taxes  are  levied  at   multiple  stages  

such  as  CENVAT, Central  state  tax,  VAT, octroi  etc.  leading  to  cascading  effect. 

All  these  levies  will  be  replaced  by  a  single  GST  paid  on  supply  of  goods   and  

services  with  a  comprehensive  and  continuous  chain  of  set  off  benefits  upto  the  

retail  level  thereby  putting  an  end  to  the  cascading  effect.  

 

 FOSTER  ECONOMIC  GROWTH: Implementation  of  GST  will  lead  to  efficient  

allocation  of  resources,  generation  of  employment,  more  consumption(due  to  lower  

prices)  and  improve  exports. It  will  spur  economic  growth.  One  market  one  tax  is  

expected  to  add  upto  2%  to  GDP. 

 

 BOOST  TO  INVESTMENTS : GST  is  a  tax  on  consumption  and  not  on  

income,  so  it  inherently  encourages  savings and investments(Bhasin,2013).Presently,  

for  many  capital  goods  input  tax  credit  is  not  available. Full  input  tax  credit  

under  GST  will  mean  drop  in  cost  of  capital  goods  and  hence  will  provide  boost  

to  investments. 

 

 

 LOWER  COST  OF  LOGISTICS  AND  INVENTORY:  Post  GST  

implementation  companies  could  generate  substantial  savings  in  logistics  and  

distribution  costs  as  the  need  for  multiple  sales  depots  will  be  eliminated. 



Warehouse  rationalization  and  reduction  in  overall  tax   rates  is  expected  to  

generate  significant  savings(around  30-40%)  which  will  benefit  consumers  in  the  

form  of  lower  prices  of  commodities. 

 

 PUSH  TO  MAKE  IN  INDIA  AND  EXPORT  COMPETITIVENES: 

Manufactured  goods  and  services  will  become  more  competitive  and  less  costly  

as  GST  addresses  cascading of  taxes,  inter-state  tax,  high  logistics  cost  and  

fragmented  markets. Exports  will  also  be  zero  rated.  This  will  make  Indian  goods  

and  services  more    competitive  in  the  international  market and  give  boost  to  

Indian  exports. All  this  will  give  a  push  to  Make  in  India  initiative. 

 

 

 RELIEF  TO  CONSUMERS; Biggest  advantage  would  be  in  terms  of  overall  

reduction  in  tax  burden  on  goods  which  is  currently  estimated  at  25-30%. Price  

of  automobiles,  refrigerators,  FMCG  and  other  commodities  is  expected  to  come  

down   which  will  benefit  consumers. 

 

 

 

III. EVOLUTION  OF  GST  IN  INDIA 

 

Initiatives  to  implement  GST  in  India  were  rooted  a  decade  ago  when  in  the  year  2000  

Sri  Atal  Bihari  Vajpayee(then  Prime  Minister  of  India)  first  conceived  the  idea  to  

introduce  GST  in  India. In 2003,  the  Kelkar  Task  Force  on  indirect  tax  suggested  a  

comprehensive  goods  and  services  tax(GST)  based  on  VAT  principle. 

Later  P.Chidambaram(then  Finance  Minister  of  India)  in  his  budget  speech  on  28  

February  2006  introduced  the  concept  of  GST  and  announced  the  target  date  for  its  

implementation  to  be  1  April  2010. 

On  28  February  2007  P.Chidambaram  set  up  an  Empowered   Committee  of  State   

Finance  Ministers(EC)  to  work  with  the  central  government  to  develop  the  roadmap  for  

GST’s  implementation. 

Based  on  inputs  from  central  and  state  governments  ,  the  EC  released  its  First  

Discussion  Paper  on  GST  on  10  November 2009  with  the  objective  of  generating  a  

debate  and  obtaining  inputs  from  all  stakeholders. 



13TH  Finance  Commission  headed  by  Kelkar  also  released  its  paper-“ REPORT  OF  TASK  

FORCE  ON  GST  on  15TH December  2009. 

On  26th  February  2010  the  finance  minister  Pranab  Mukherjee  postponed  the  GST  rollout  

to  April  2011  because  centre  and  state  governments  could  not  agree  on  the  architecture  

of   GST. 

On  19th  December  2014,  Arun  Jailtley(current  Finance  Minister)  introduced  the  

Constitutional(122nd  Amendment)  Bill, 2014  in  Lok  Sabha  which  was  passed  on  6th  May  

2015.  On  12th  May  bill  was  taken  up in  Rajya  Sabha  but  opposition  member  repeatedly  

stalled  the  proceedings  of  the  house. The  first  deadline  and  successive  deadlines  of  1 

April  2011  and  April  2012  for  implementation  of  GST  could  not  be  met. 

Reasons  for  postponement  of  rollout  of  GST: 

 NEED  FOR  CONSTITUTIONAL  AMENDMENT: India  has   a  federal  form  of  

government.  Article  246  under  the  7th  schedule  of  the  constitution  provides  for  

clear  division  of  powers  in  respect  of  taxation   between  centre  and  states. While  

the  centre  at  present  does  not  have  the  right  to  tax  sales  of  goods  except  in  case  

of  inter-state  sale  of  goods, the  state  cannot  levy  tax  on  services.  So  constitution  

had  to  be  amended  to  give  powers  to  both  the  centre  and  states  in  respect  of  

GST, a  single  tax  on  goods  and  services. A  lot  of  time  was  taken  up  in  drafting  

a  suitable  constitutional  amendment  after  discussing  with  the  central  and  state  

government  ministers. 

 

 OVERCOMING  THE  FEARS  OF  STATE  GOVERNMENTS  AND  

BUILDING  THEIR  CONSENSUS: Constitutional  Amendment  bill  has  to  be  

passed  by  a  special  majority.  The  NDA  government  had  the  numbers  in  the  Lok  

Sabha  but  lacked  majority in  the  Rajya  Sabha. It  needed  other  parties  on  board  to  

get  it  passed. Building  a  consensus  was  difficult  and  time  consuming. Concerns  

were  expressed  by  the  state  governments  that  GST  regime  will  take  away  state’s  

monopoly  of  deciding  tax  rates.  Also  a  uniform  rate  across  all  states  on  all  

goods  and  services  and  dilution  of  power  to  change  the  tax  rates at  their  will  

shall  disturb  their  fiscal  sovereignty  and  affect  their  revenues. So  centre  agreed  to  

provide  compensation  to  states  for  5  years  on  account  of  loss  of  revenues  to  

states.  

State  governments’  concerns  on  GST  are  acceptable  because  of  the importance  of  

indirect  taxes  particularly  sales  tax  in  the  state’s  own  tax  revenue. It  has  grown  

considerably  in  depth  and  coverage  and  forms  the  mainstay  of  states’  tax  

revenue. Recording  a  precipitous  growth  in  relative  revenue  significance,  sales  tax  



was  estimated  to  contribute  57%  to  states’  own  tax  revenue  in  2008-2009  budgets  

of  the  state  governments.(Bhasin,2013).  

 

After  various  negotiations  between  the  central  and  state  governments,  BJP    

government  was  able  to  get  consensus  of  the  state  governments  on  GST’s  

structure.  

The  CONSTITUTIONAL(122ND  AMENDMENT) BILL,2014 ,  was  passed  by  the  

Rajya  Sabha  on  3rd  August  2016  and  by  the  Lok  Sabha  on  8th  August  2016. Bill  

was  ratified  by  more  than  50%  of  the  sate  assemblies  and  got  Presidential  assent.  

GST  Council  has  been  set  up  to  work  on  the  details  of  GST  structure  based  on  

which  GST  law  will  be  drafted.  Central  GST  law will  have  to  be  passed  by  the  

Parliament  and  State  GST  laws  by  the  respective  state  assemblies. It  is  expected  

that   GST  will  be  rolled  out  by  1 April  2017. 

 

A    GST  TIMELINE  HAS  BEEN  GIVEN  IN  TABLE 1  FOR  READERS’  

REFERENCE: 

 

                                               GST-TIMELINE (TABLE-1) 

  DATE    YEAR                                                      EVENT 

 2000 Sri Atal Bihari Vajpayee(then PM of India) first conceived the idea to introduce  

GST  in India. 

An empowered committee was set up in the year 2000 by Sri Atal Bihari 

Vajpayee,headed by Asim Kumar Dasgupta  to streamline the GST model to be 

adopted and to develop the required infrastructure needed for its implementation. 

28 

FEBRUARY 

2006 P.Chidambaram(then finance minister of India),in his Budget speech introduced the 

concept of GST. He announced the target date for implementation of GST to be  1 

APRIL 2010. 

28 

FEBRUARY 

2007 P.Chidambaram, set  up  an Empowered Committee Of  State Finance Ministers(EC)  

headed by Asim Kumar Dasgupta to work with the central government to develop 

roadmap for the implementation of GST. 

16 MAY 2007 The EC decided to set up a joint working  group. 

30 APRIL 2008 The EC  submitted its report to the government led  by PM Manmohan Singh. 

29 

DECEMBER 

2009 13th Finance Commission headed by Kelkar made suggestion on GST. 

10 

NOVEMBER 

2009 The  EC  submitted its First Discussion Paper  on GST. 

26 

FEBRUARY 

2010  Pranab Mukherjee(then FM)  postponed the GST rollout to APRIL,2011. 

22 MARCH 2011 CONSTITUTION (115 AMENDMENT)BILL,2011, introduced in the Lok Sabha to 

approve necessary amendments to enable levy of GST. 

29 MARCH 2011 Bill referred to The Standing Committee on Finance headed by Yashwant Sinha. 

7 AUGUST 2013 Standing Committee submitted report in the Parliament. However  Bill lapsed due to 

dissolution of 15th Lok Sabha. 

18 2014 Cabinet of BJP government headed by PM Narendra Modi approved the 



DECEMBER CONSTITUTION(122nd AMENDMENT)BILL,2014. 

19 

DECEMBER 

2014 Arun Jaitley(current Finance Minister of India) introduced the Bill in Lok Sabha. 

6 MAY 2015 Lok Sabha passed the bill. 

12 MAY 2015 Bill was taken up in Rajya Sabha. 

14 MAY 2015 In Rajya Sabha Bill was referred to a Select Committee(comprising of both Lok and 

Rajya Sabha). 

22 JULY 2015 The  Select Committee of Rajya Sabha submitted its  report on the bill. 

1 AUGUST 2016 FM Arun Jaitley moved amendments to the bill on political consensus. 

3 AUGUST 2016 The CONSTITUTION(122nd  AMMENDMENT)BILL,2014 was passed by the 

Rajya  Sabha. 

8 AUGUST 2016 The CONSTITUTION(122nd  AMMENDMENT)BILL,2014 was passed by the Lok 

Sabha 

  NOTE- INDIA HAS 29 STATES AND  2 UNION TERRITORIES  WITH 

LEGISLATURE, SO 16 STATES WERE REQUIRED TO RACTIFY THE BILL 

BEFORE IT COULD BE SENT FOR PRESIDENTIAL ASSENT(AS PER 

CLAUSE(2) OF ARTICLE 368 OF THE CONSTITUTION  OF INDIA). 

12 AUGUST 2016 Assam became the first state to ratify the bill. 

16 AUGUST 2016 Bihar  ratified the bill. 

17 AUGUST 2016 Jharkhand  ratified the bill. 

22 AUGUST 2016 Himachal Pradesh  ratified the bill. 

22 AUGUST 2016 Chhattisgarh  ratified the bill. 

23 AUGUST 2016 Gujarat ratified the bill. 

24 AUGUST 2016 Madhya Pradesh ratified the bill. 

24 AUGUST 2016  Delhi  ratified the bill. 

26 AUGUST 2016  Nagaland   ratified the bill. 

29 AUGUST 2016  Maharashtra  ratified the bill. 

29 AUGUST 2016  Haryana  ratified the bill. 

30 AUGUST 2016  Telangana  ratified the bill. 

30 AUGUST 2016  Sikkim  ratified the bill. 

30 AUGUST 2016  Mizoram  ratified the bill. 

31 AUGUST 2016  Goa  ratified the bill. 

1 

SEPTEMBER 

2016  Odisha became the 16th state to rectified the bill(minimum    requirement of 50% 

states ratifying the bill met,so bill sent for Presidential assent). 

2 

SEPTEMBER 

2016  Puducherry   ratified the bill. 

2 

SEPTEMBER 

2016  Rajasthan ratified the bill. 

8 

SEPTEMBER 

2016 The legislation amending the constitution i.e.  Constitutional(122nd 

Amendment)Bill,2014  to  enable  GST  became  law  with President  Pranab  

Mukherjee  giving  his  assent  to the  bill. 

12 

SEPTEMBER 

2016 Union Cabinet  approves  the  establishment  of  GST council which  will  decide  on  

rates, exemptions, thresholds   and  relevant  legislation by 22nd November 2016. 

(SOURCES: The Economic Times, August 4, 2016 and Wikipedia) 

 

 

 

 



Comparison  of  recommendations  of  various  bodies  on  introducing  GST  regime  

                                                         (Table no. 2) 

 EMPOWERED 

COMMITTEE      (2009) 

13TH FINANCE 

COMMISSION 

14TH FINANCE 

COMMISSION 

COVERAGE All  transactions  of  goods  

and  services  except  

exempted  goods,  and  

transactions  below  

threshold  limits. 

Most  goods  and  services  

including  petroleum  

products,  natural  gas,  

alcohol  and  tobacco. 

Universal  application  of  

GST  over  the  medium  and  

long  term. 

PRODUCTS  ON 

WHICH  TAX  IN  

ADDITION  TO  

GST  MAY  BE  

LEVIED 

     Tobacco High  speed  diesel,  motor  

spirit(petrol),  ATF,  alcohol  

and  tobacco. 

Not  addressed 

GOODS  TO  BE  

EXEMPT  FROM  

GST 

1)Petroleum  products  i.e. 

petrol,  ATF,  high  speed  

diesel 

2)Alcoholic beverages 

1)Unprocessed  food  items 

2)Public  services(excludes  

railways,  public  sector  

enterprises) 

3)Service  transactions 

4)Health  and  education  

services. 

No  specific  

recommendations. 

INTEGRATED  

GST(inter-state 

trade) 

1)Centre  to  levy  CGST  

plus  SGST. 

2)The  modified  bank  

model  to  be  followed. 

1)Tax  collected  by  the  

consuming  state. 

2)Inter-state  transactions  to  

be  zero  rated. 

Not  addressed 

 COMPENSATION  

TO  STATES 

1)Compensation  for  5  

years. 

2)Could  be  special  grants  

to  be  released  to  the  

states  every  month. 

1)Compensation  for  five  

years. 

2)To  be  based  on  

devolution  formula. 

3)Compensation  fund  to  be  

created  under  the  

administration  of  GST  

Council. 

3)The  central  government  

should  transfer  to  the  fund  

a  minimum  of  Rs.6000cr  

p.a.  over  a  period  of  5  

years. 

1)Independent  compensation  

fund  for  a  limited  period. 

2)Compensation  to  states  to  

be  i) 100%  in  the  first  

three  years  ii) 75%  in  the  

fourth  year  iii) 50%  in  the  

fifth  and  final  year. 

THRESHOLD  

FOR  

REGISTRATION 

Uniform  state  GST  

threshold  i.e. Rs.10  lakh  

and  threshold  for  CGST  

for  goods  could  be  kept  

at  Rs.1.5cr  and  CGST  for  

services  can  be  kept  

high. 

Uniform  threshold  for  both  

CGST  and  SGST  i.e.  Rs.10  

lakh. 

Not  addressed 

(Sources: The  Empowered  Committee  of  State  Finance  Ministers, November 2009; Report  of  the  13th  Finance  

Commission, December 2009; Report  of  14th  Finance  Commission, February 2015; Legislative  Brief,  The  Constitution(122nd  

Amendment)Bill,2014”, PRS  Legislative  Research.) 

 

 

 

 

 



Comparison  of  the  2011  Bill, 2014  Bill  and  the  recommendations  of  the  

Standing  Committee(Table no. 3) 

 

 CONSTITUTION(1

15TH  

AMENDMENT)BIL

L,2011 

STANDING  

COMMITTEE  

RECOMMENDATI

ONS ON  2011  

BILL 

CONSTITUTION(

122ND 

AMENDMENT)BI

LL, 2014 

KEY  CHANGES  

MADE  BY  THE  

2016  

AMENDMENTS  TO  

THE  

CONSTITUTION(12

2ND 

AMENDMENT)BILL

,2014 

COVERAGE  

OF  GST 

All  goods  and  

services  except: 

 

1)Alcoholic  liquor  

for  human  

consumption 

2)Petroleum  crude, 

high  speed  

diesel,motor spirit, 

natural gas, ATF 

3)Centre  to  impose  

additional  levy  on  

tobacco 

1)No 

recommendation on 

goods to be exempt. 

 

2)Goods exempted 

from GST should not 

be specified in the 

constitution 

amendment bill as 

this would make the 

GST regime rigid. 

All  goods  and  

services  except: 

 

1)Alcoholic  liquor  

for  human  

consumption 

2)GST to be levied 

on Petroleum  crude, 

high  speed  diesel 

,motor spirit, natural 

gas, ATF at a later 

date. 

3)Centre  to  impose  

additional  levy  on  

tobacco 

 

Same as 2014 bill 

INTEGRATED  

GST 

1)Only  centre  to  

levy  and  collect  tax 

2)Tax  collected  to  

be  divided  between  

the centre  and  the  

states 

Instead, the modified 

bank model 

recommended by the 

13th finance 

commission to be 

considered. 

Same as 2011 bill IGST term is replaced 

with ‘goods and 

services tax levied on 

supplies in course of 

inter-state trade or 

commerce.’ 

ADDITIONAL  

TAX  IN  

INTER-STATE 

TRADE 

 

No  provision 

 

Not addressed 

Tax(upto1%) on the 

supply of goods in 

inter-state trade will 

be given to supply 

states for 2 years or 

more. 

 

Deletes this provision 

COMPENSATI

ON  TO  

STATES 

 

No  provision 

An automatic and 

permanent GST 

compensation fund 

under the GST 

Council could be 

created. 

Parliament may 

provide for 

compensation to 

states for a 

maximum of  5 

years. 

Parliament shall 

provide for 

compensation to states 

for a maximum of  5 

years. 

GST  COUNCIL Functions: 

recommendations  on  

taxes  to  be  

subsumed, exempted  

goods, threshold  

limits, rates. 

Decisions: by  

consensus 

Functions: should 

include floor rates, 

special provisions for 

some states. 

Decisions: 3/4th 

weighted votes; 1/3rd 

weightage to centre 

and 2/3rd to states. 

Functions: also 

includes model GST 

laws, principles of 

levy and place of 

supply. 

Decisions: same as 

suggested by 

standing committee. 

 

Same as 2014 bill 

DISPUTE  

RESOLUTION 

GST  Dispute 

Settlement Authority 

to determine disputes 

between centre and 

states. 

 

Omit GST  Dispute 

Settlement Authority. 

GST Council to 

decide upon the 

modalities to resolve 

disputes. 

Same as suggested 

by standing 

committee. 

GST council shall 

establish a mechanism 

to adjudicate any 

dispute arising out of 

its recommendations. 

               (Source: Legislative  Brief,  The  Constitution(122nd  Amendment) Bill,2014”, PRS Legislative  Research.) 



 

IV. HIGHLIGHTS  OF  THE  PROPOSED  GST  MODEL  IN  INDIA 

 

 India  will  follow  a  dual  GST  model.  It will  have  two  components:  one  levied  by  

the  central  government  known  as  central  GST  (CGST)  and  other  levied  by  the  

state  governments   known  as  state  GST  (SGST)  to  promote  cooperative  federalism. 

 

 The  CGST  and  the  SGST  would  be  levied  simultaneously  on  every  transaction  of  

supply  of  goods  and  services  except  the  exempted  goods  and  services,  goods  

which  are  outside  the  purview  of  GST,  and   the  transactions  which  are  below  the  

prescribed  threshold  limits. 

 

 Dual  GST  model  would  be  implemented  through  multiple  statutes :  one  for  CGST   

and  SGST  statute  for  every  state. 

 

 The  single  GST  rate  shall  be  split  between  central  GST  and  state  GST. 

 

 Taxes  paid  against  the  central  GST  shall  be  allowed  to  be  taken  as  input  tax  

credit  (ITC)  for  the  central  GST  and  could  be  utilized  only  against  the  payment  

of  central  GST.  The  same  is  applicable  for  the  state  GST.  Cross  utilization  of  

ITC between  the  central  GST  and  the  state  GST  would  not  be  allowed  except  in  

two  case  of  inter –state  supply  of  goods  and  service  under  the  GST  model. 

 

 IGST  MODEL-  The  centre  will  levy  and  collect  IGST  on  inter -state   supply  of  

goods  and  services.  IGST=  CGST+ SGST 

The  inter- state  seller  will  pay  IGST  on  value  addition  after  adjusting  available  

credit  of  IGST,  CGST   and  SGST  on  his  purchases. 

The  tax  collected  would  be  divided  between  the  centre  and  the  states  based  on  

the  recommendations  of  the  GST  council.(Refer  to  GST  model  given in  figure 1) 

 

 

 GST  will  be  structured  on  destination  principle .  GST  will  be  levied  on  imports  

of  goods  and  services  into  the  country. Full  set  off  will  be  available  on  the  GST  

paid  on  imports  of  goods  and  services. Exports  will  be  zero  rated  i.e.  GST  will  

not  be  applicable  on  exports  from  India  but  exporters  will  get  credit  of  input  tax  

paid  on  their  earlier  purchases 

 GST  will  replace  17  indirect  tax  levies 

  



                      CENTRAL  TAXES 
 

1)  Central  excise  duty 

 
2) Additional  excise  duty 

 

 

3) Excise  duty  levied  under  Medical  and  
Toilet  Preparations(Excise  Duties)  Act  

of  1955 

 

4) Service  tax 

  

 

5) Additional customs  duty 

 

6) Special  additional  duty  of  custom 

 

 

7) Central  surcharges  and  cesses   relating  

to  the  supply  of  goods  and  services 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                               STATE  TAXES 
 

1) State  VAT 

 

2) Entertainment  tax(other  than  the  tax  

levied  by  local  bodies) 

 

 
3) Central  sales  tax 

 

4) Octroi  

 

   

5) entry  tax(not  in  lieu  of  octroi) 

 

6) Purchase  tax 

 

 

7) Luxury  tax 

 

8) Taxes  on  lottery 

 

 

9) Taxes  on  Betting  and  gambling 

 

10) State  cesses  and  surcharges  as  they  

relate  to  the  supply  of  goods  and  
services. 

(SOURCE: The  Economic  Times, August 3, 2016) 

 

 



 

 GST  council -  The  Constitutional  (122nd  Amendment)  Bill  2014  provides  for  the  

setting  up  of  the  GST  council  comprising  of  Union  Finance  Minister  as  the  

Chairperson  and  Finance  Ministers  of  the  respective  states. 

GST  council  will  decide  revenue  neutral  rate , GST  rates , threshold , exceptions , 

and  other   relevant  legislations. It  is  the  main  decision  making  body  that  will  

finalize  the  design  of  GST. 

A  decision  shall  be  taken  by  3/4th  majority  with  the  centre  having  a  1/3rd  vote  

and  the  states  the  remaining  2/3rd  with  the  union  finance  minister  having  the  veto  

power. 

 

 FOUR  RATE  STRUCTURE : India  will  follow  a  four  rate  structure  of  GST  as  

suggested  by  the  GST  Council  in  its  meeting  held  on  17-18-19  September  2016.  

The  proposed  rate  structure  is  as  follows : 

         i)  Lower  rate  of  6% :  on  essential  items   

         ii) Two  Standard  rates  of  12%  and  18% :  on  majority  of  goods  and  service  

         iii) Higher  or  sin  rate  of  26% :  on luxury  cars , tobacco , aerated  beverages , pan 

masala etc.  with  a  cess  to  fund  compensation  for  revenue  loss  to  state  governments. 

However  the  rates  are  not  yet  finalized  on  account  of  lack  of  consensus  on  levy  of  non-

credible  cess  on  certain  products. 

 

 Alcoholic  liquor  for  human  consumption  has  been  kept  outside  the  purview  of  

GST. Initially  GST  on  (i) petroleum  crude   (ii) high  speed  diesel   (iii) petrol   

(iv)natural  gas   (v) aviation  turbine  fuel,  shall  not  be  levied.  But  the  GST  council  

will  decide  when  GST  would  be  levied  on  the  same. 

 

 THRESHOLD-  Businesses  with  an  annual  turnover  of  less  than  Rs.20  lakh  will  

be  exempted  from  GST. The  threshold  will  be  Rs.10  lakh  in  the  north-eastern  and  

hilly  states(as  decided  by  the  GST  Council  on  23rd  September  2016  in  a  meeting  

with  consensus). 

 

 COMPOSITION  SCHEME-  To  reduce  the  administrative  and  compliance   

burden,  small taxpayers  having  turnover  of  Rs.5o  lakh  or  less  in  a  financial  year  

can  opt  for  a  composition  scheme  where  the  tax  payer  need  to  pay   tax  at  the  

rate  of  1%  of  turnover  but  cannot  collect  tax  from  the  customer. 

 

 ADMINISTRATION- As  decided  in  the  meeting  of  GST  Council  held  on  22-23  

September  2016,  State  authorities  will have  jurisdiction  over  assesses  with  annual  



turnover  of  less  than  Rs. 1.5crore.  For  those  with  turnover  of  over  Rs. 1.5crore  

either  centre  or  state  officers  will  cross  examine(i.e.  cross  empowerment  formula)   

depending  upon  the  tax  profile  to  avoid  dual  control. However  power  for  

assessment  of  11  lakh  service  tax  assesses  who  are  currently  assessed  by  the  

centre,  would  remain  with  it. New  assesses  would  be  divided  between  the  centre  

and  states. But  some  states  are  not  in  favor  of  it. 

 

 Each  taxpayer  would  be  allotted  a  PAN- linked  taxpayer  identification  number  

with  a  total  of  13/15  digits. 

 

 Uniform  procedures  for  collection  of  both  central  and  state  GST.  The  taxpayer  

would  need  to  submit  periodical  returns  in  a  common  format. 

 

 

 GSTN- Goods  and  services  tax  network(GSTN)   is  a  not  for  profit  private  limited  

company  owned  by  the  centre,  states  and  non-government  financial  institution. It  is  

tasked  with  providing  the  information  technology  infrastructure   for  the  GST.  

GSTN  portal  will  be  a  one  stop  destination  for  filing  and  processing  of  all  taxes  

and  is  being  designed  by  Infosys. 

 

                          

                                

 

 

 

                             

                   

 

 

 

 

 



                            GST  MODEL: WORKING  EXAMPLE (figure 1) 

 (Source:  Press Information Bureau, Government of  India, Ministry of Finance, “Frequently     

Asked Questions(FAQ) on Goods and Services tax(GST)” , August 3, 2016) 

 

CENTRAL  GST= 10%               IGST=10% 

STATE  GST= 10% 

           

                   STATE  X                                                                                   STATE  Y 

 

             (intra- state sale)                (inter- state sale)              (intra- state sale) 

               (GST  levied)                          (IGST  levied)                    (GST  levied) 

 TIMBER                           FURNITURE                   FURNITURE                           FINAL  CONSUMER 

 MAKER                             MAKER                                 RETAILER                                                                                                                                                                                                          

  (Mr. A)                                (Mr.  B)                                      (Mr. C)                                         (Mr. D) 

TAX  INVOICE  A                                                                                              TAX  INVOICE  B 

Cost  of  goods  sold   =  Rs.100                                                             Cost  of  goods  sold    = Rs.200 

SGST @10%                 =  Rs.10                                                                IGST @20%            = Rs.40 

CGST @ 10%               = Rs.10                                                                  Total                         = Rs.240 

Total                             = Rs.120                                                 So,  total  IGST  charged  from  Mr. C= Rs.40                             

So,  total  GST  charged  from  Mr. B = Rs.20                       Input  tax  credit  of  IGST  available  to Mr.C   

Input  tax  credit  of  CGST   available  to  Mr. B  = Rs.10           PAYMENT  OF  IGST  BY  MR.B                         

Input  tax  credit  of  SGST  available  to  Mr. B  =  Rs.10                IGST  payable          = Rs.40 

                                                                                                         Less: ITC  of  CGST   = Rs.10 

                                                                                            Less: ITC  of  SGST    = Rs.10 

                                                                                            Net  IGST  paid            = Rs.20 

           

  



 

  

TAX  INVOICE  C                                                  PAYMENT  OF  CGST  BY  Mr. C 

                                                                                           CGST  payable          = Rs.30 

Cost  of  goods  sold  = Rs.300                                 Less: ITC  of  CGST  = NIL 

SGST @10%              = Rs.30                                   Less: ITC  of  IGST  = Rs.30 

CGST @10%             = Rs.30                                    Net  CGST  paid       = NIL 

Total                           = Rs.360                                           

So,  total  GST  charged  from  Mr. D = Rs.60         PAYMENT  OF  SGST  BY  MR.C 

                                                                                       SGST  payable          = Rs.30 

                                                                                       Less: ITC  of  SGST  = NIL 

                                                                                       Less: ITC  of  IGST   = Rs.10                                                                                                                                               

                                                                                       Total SGST paid        = Rs.20 

 

       NOTES: 

 Net  tax  paid  by  Mr. B => Rs.40 – Rs.20 (ITC) = Rs.20 

 Net  tax  paid  by  Mr. C => Rs.60 – Rs.40 (ITC) = Rs.20 

 Net  tax  paid  by  Mr. D(final  consumer) = Rs.60 

 The  final  consumer  will  bear  only  the  GST  charged  by  the  last  dealer  in  the  

supply  chain. 

 

 

 

 

 

 

 

 

 

 



 

V. CHALLENGES  IN  IMPLEMENTATION  OF  GST 

 

 DETERMINATION  OF  THE  REVENUE  NEUTRAL  RATE: One  of  the  major  

challenges  in  the  successful  implementation  of  GST  in  India  is  determination  of  

an  appropriate  REVENUE  NEUTRAL  RATE(RNR)   that  will  get  converted  into  

the  GST  rate  structure. RNR  is  the  rate at  which  there  will  be  no  loss  in  

aggregate  central  and  state  tax  revenues.   

Rate  should  neither  be  too  high  nor  too low. A  high  rate  will  lead  to  inflation  

and  tax   avoidance  and  a  low  rate  will  not  yield  enough  revenues  for  the  central  

and  state  governments  to  meet  their  expenditures. 

 There  are  a  lot  of  deviations  from  each  state  to  another  with  respect  to  taxation  

of  a  similar  commodity.  In  such  a  situation  it  is  difficult  to  determine  a  tax  rate  

to  be  levied  on  all  goods  and  services  across  all  states. 

There  is  always  a  tradeoff  between  harmonization  of  tax  system  and  fiscal  

autonomy  of  states.  Given  the  federal  structure  of  India,  it  is  desirable  that  tax  

rates  will  be  harmonized  across  states  to  minimize  the  compliance  burden. 

( Mukherjee, 2015) 

Although  a  number  of  attempts  have  been  made  in  estimating  the  size  of  the  tax  

base  and  corresponding  RNR  but  a  consensus  has  still  not  reached  yet.  

Final  decision  on  the  appropriate  RNR  will  be  taken  by  the  GST  Council  based  

on  recommendations  of  various  committees  on  the  subject. Including  large  chunks  

of  economy  in  the  tax  base  and  keeping  sector  specific  sops  to  the  minimum  

will  help  lower  GST  rate. 

 

 ADMINISTRATION:  One  of  the  major  challenges  in  implementing  GST  is  

regarding  the  administration  of  combined  GST   to  avoid  dual  control  because  

dealing  with  two  separate  tax  administrations  at  central  and  state  levels  will  add  

to  the  compliance  costs  for  tax  payers. 

Central  government  has  proposed  a  cross  empowerment  model  that  will  allow  

taxpayers  to  restrict  their  interaction  to  a  single  tax  authority  for  CGST,  SGST  

and  IST. However  some  states  are  not  in  favor  of  it. A  consensus  still  needs  to  be  

built  on  administration  of  dual  GST. 

Administration  structure  should  be  such  that  it  does  not  undermine  the  

administrative  independence  of  the  central  and  state  governments  tax  departments  

and  yet  should  provide  simplification  for  taxpayers  avoiding  dual  control  

otherwise  it  will  lead  to  failure  of  tax  compliance. 

 



 CASCADING  EFFCT: Keeping  petroleum  products  such  as  petrol,  diesel,  ATF,  

petroleum  crude  and  natural  gas  outside  the  purview  of  GST  will  lead  to  

cascading  effect  because  petroleum  products  are  widely  used  as  inputs  in  most  

sectors. It  will  hamper  export  competitiveness  of  the  domestic  industries. However,  

government  is  planning  to  impose  a  modest  GST  rate on  petroleum  products  

around  2-3%  so  that  the  seamless  flow  of  credit  is  not  broken  and  cascading  is  

removed. 

 

 IT  INFRASTRUCTURE : Introduction  of  GST  is  expected  to  result  in  manifold  

increase  in  the  number  of  taxpayers  and  existing  IT  Infrastructure  cannot  cater  to  

the  increased  load  under  the  GST. Both  central  and  state  governments  need  to  

integrate  their  existing  IT  systems  and  develop  a  high  standard  IT  system  so  that  

both  centre  and  states  can  share  all  the  information  of  assesses.  Although  GSTN  

has  been  formed  but  the  present  status  for   development  of   IT  platform   is  not  

clear. Timely  GSTN  readiness  is  fundamental  to  GST  rollout. 

 

 FISCAL  DEFICIT: If  the  effective  tax  collection  does  materialize  early  then  it  

might  lead  to  fiscal  deficit  and  undermine  government’s  ability  to  raise  social  and  

capital  spending. 

 

 

 NUMBER  OF  STATUES  :  Dual  GST  model  would  be  implemented  through  

multiple  statutes,  one  for  central  GST  and  another  state  GST  statue  for  every  

state. So  more  the  number  of  statues  more  hurdles  in  the  smooth  implementation  

of  GST.( Dahal,2010)  

Harmonization  of  central  and  state  GST  laws  particularly  state  laws  is  very  

essential   especially  with  respect  to  laws  on  chargeability,  taxable  event,  

classification  of  goods  and  services  etc. Otherwise  GST  will  not  be  different  from  

current  VAT  regime  in India. 

 

 THRESHOLD  FOR  REGISTRATION: As  per  GST  Council  meeting  held  on  

22-23rd   September  2016,  businesses  with  an  annual  turnover  of  less than  Rs.20  

lakh  will  be  exempted  from  the  GST. The  threshold  will  be  Rs.10  lakh  in  the  

north-eastern  and  hilly  states. Although  lower  threshold  has  been  decided  for  not  

no  so  developed  states  to  protect  them  from  revenue  loss  but  lower  threshold  in  

these  states  might  lead  to  migration  of  investments  by  small scale  industries  to  

states  having  high  thresholds  in  order  to  save  taxes  and  avoid  tax  compliance. 



 

VI. CONCLUSION 

 

Goods  and  services  tax  is  the  most  important  reform  in  the  indirect  taxation  in  India   

which  aims  to  overcome  the  loopholes  in  the  existing  indirect  tax  regime  in  India. 

GST  is  expected  to  bring  a  basket  of  benefits  for  the  Indian  economy  thereby  favoring  

its  implementation  at  the  earliest. However  the  proposed  benefits  of  GST  are  contingent  

upon  the  purity  of  the  GST’s  design  and  the  manner  of   its  implementation. To fully  

exploit the  benefits  of  GST,  all  the  issues and  challenges  should  be  addressed  

expeditiously. 

The  biggest  challenge  is  deciding  the  appropriate  Revenue  Neutral  Rate. It  should  neither  

be  inflationary  or  burdensome  for  consumers  nor  it  leads  to  loss  of  revenue  to  the  

government. Tax  base  should  be  widened  by  keeping   exemptions  to  the  minimum. Rate  

should  be  decided  on  the  basis  of  robust  study  by  the  GST  Council  and  adopted  by  all  

the  states  with  consensus. 

Building  consensus  on  GST  Law(both  Central  and  State  GST  Law)  is  a  must.  There    

should  also  be  harmonization  of  State  GST  Laws  so  that  the  core  idea  of  GST  i.e.  

uniform  nationwide  tax  on  goods  and  services  is  retained. 

There  is  also  a  need  to  explore  better  options  for  administrating  new  tax  regime  which  

leads  to  harmonization  of  tax  returns,  assessments  and  audit  procedures  across  the  

country  to  avoid  dual  control  and  improve  tax  compliance. 

 Adequate  training  is  necessary  for  both  tax  payers  and  tax  enforcers. Officials  of  centre  

and  state  government  should  be  trained  on  GST  laws  and  IT  systems. 

Proper  planning,  preparation,  timely  readiness  of  flawless  IT  infrastructure  and  guidance  

to  industry   is  fundamental  of  GST  rollout  and  success.  

It  has  been  a  decade  since  the  inception  of  the  concept  of  GST  in  India  but  its  

implementation  is  still  in   progress. We  hope  for  GST’s  speedy  implementation  by  

overcoming  all  the  challenges. GST  is  the  best  example  of  cooperative  federalism. All  

stakeholders  must  cooperate  to  introduce  the  flawless  GST  in  India.  Its  timely  

implementation  will  take  India  to  the  new  heights  of  progress. 
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