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Abstract  

“Goods and Service Tax (GST) is a comprehensive tax levy on manufacture, sale and 

consumption of goods and service at a national level under which no distinction is made 

between goods and services for levying of tax. It will mostly substitute all indirect taxes 

levied on goods and services by the Central and State governments in India. Its 

implementation was delayed due to political issues and conflicting interests of various 

stakeholders. As a part of the holistic program to overhaul the financial system, the 

government decided to implement GST from April 2017 onwards.  It is expected to iron out 

wrinkles of existing indirect tax system and play a vital role in growth of India. This paper 

presents an overview of GST concept, its features along with its timeline of implementation 

in India. The main focus of this paper to highlights the advantages and challenges to be faced 

by India.  
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Introduction 

The proposed GST is likely to change the whole scenario of current indirect tax 

system. It is considered as biggest tax reform since 1947. The proposed GST is a long 

pending and much awaited tax reform which India which is hoped to iron out the wrinkles in 

the existing indirect taxation system. This comprehensive tax policy is expected to be one of 

the most important contributors to the India growth story.   

The goods and service tax (GST) is proposed to be a comprehensive indirect tax levy 

on manufacture, sale and consumption of goods as well as services at a national level. 

Integration of goods and services taxation would give India a world class tax system and 

improve tax collections. It would end the long standing distortions of differential treatments 

of manufacturing and service sector. The introduction of goods and services tax will lead to 

the abolition of taxes such as octroi, Central sales tax, State level sales tax, entry tax, stamp 

duty, telecom license fees, turnover tax, tax on consumption or sale of electricity, taxes on 

transportation of goods and services, and eliminate the cascading effects of multiple layers of 
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taxation. GST will facilitate seamless credit across the entire supply chain and across all 

states under a common tax base.  

 GST was first introduced by France in 1954 and now it is followed by 140 countries. 

Most of the countries followed unified GST while some countries like Brazil, Canada follow 

a dual GST system where tax is imposed by central and state both.   In India also dual system 

of GST is proposed including CGST and SGST.  

 

Indirect Taxation Reforms in India  

There have been major changes in tax systems of countries with a wide variety of 

economic systems and levels of development during the last two decades. The motivation for 

these reforms has varied from one country to another and the thrust of reforms has differed 

from time to time depending on the development strategy and philosophy of the times. In 

many developing countries, the immediate reason for tax reforms has been the need to 

enhance revenues to meet impending fiscal crises1.  

Charges levied by the State on consumption, expenditure, privilege, or right, but not 

on income or property are called Indirect Taxes. There was an effort to reform indirect taxes 

with the formation of an Indirect Taxation Enquiry Committee (ITEC) in 1976. The ITEC 

submitted its report in 1978. After a decade of submission of the report by ITEC, a Long 

Term Fiscal Policy report was presented along with the Union Budget of 1985-86 under VP 

Singh, the then Union FM.  Accepting its recommendations, a Modified Value Added Tax 

(MODVAT) was introduced on a few commodities on March 1, 1986. A Tax Reforms 

Committee with Raja J Chelliah as its Chairman was formed on August 29, 1991. The 

committee gave its recommendations to introduce VAT at the manufacturing level covering 

all   goods in December 1991. The recommendations were accepted and introduced partially 

by the Government of India (GoI) in the Budget of 1993-94. On November 16, 1999, it was 

decided by Yashwant Sinha, the then Union FM in a meeting of State Chief Ministers (CMs) 

to take steps for introduction of nationwide State level VAT in order to avoid the cascading 

effect of taxes. MODVAT was renamed as Central level Value Added Tax (CENVAT) with 

effect from April 1, 2000, which introduced new CENVAT Credit Rules.  

The EC formed was to supervise the implementation of VAT and to monitor the 

phasing out of the sales tax based incentive schemes. These Rules sought to introduce 

simplified CENVAT provisions and procedures for allowing credit of duty paid on specified 

inputs and capital goods used in or in relation to manufacture of specified final products. 
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CENVAT Credit Rules were introduced with effect from March 1, 2002. The new rules 

contained complete provisions for taking credit of duty paid on inputs and capital goods. A 

Task Force on Indirect Taxes, formed in July 2002 under the chairmanship of Vijay Kelkar, 

Adviser to Minister of Finance and Company Affairs, gave its view that “VAT is a major 

reform in the indirect tax system of India.”5 The EC had been working for the execution of 

State level VAT dealing with inside (State demands) and outside (industry, exporters and 

other stakeholders) pressures.  Moving towards GST  

A Task Force on the implementation of Fiscal Responsibility and Budget 

Management Act was formed by the Central Government on February 18, 2004 under the 

chairmanship of Vijay Kelkar in 2003. The report submitted to the Central Government on 

July 16, 2004, strongly recommended the adoption of GST for the indirect taxation in India. 

The Kelkar Task Force report stated that India has been moving slowly but steadily towards 

VAT since 1986 but the system still had many problems leading to a low tax GDP ratio. 

Giving solution to the problems, they suggested the introduction of „CGST‟. The report said, 

“the tax on services should be fully integrated with the existing CENVAT on goods by a 

modern VAT type levy on all goods and services to be imposed by the central government 

(CGST).”  

The report also gave the features to be included in the design of CGST. The concept 

of GST was introduced in the Parliament for the first time on February 28, 2006 by P 

Chidambaram, the then Union FM in the Union Budget.  After the announcement made by P 

Chidambaram, the EC decided to set up a Joint Working Group on May 10, 2007, with Dr 

Parthasarthi Shome, the then Adviser to the Union FM and Satish Chandra, the Member-

Secretary of EC as Co-conveners, and the concerned Joint Secretaries of the Department of 

Revenue of Union Finance Ministry and all Finance Secretaries of the States as its members.  

This Joint Working Group, after intensive internal discussions as well as interaction with 

experts and representatives of Chambers of Commerce and Industry, submitted its report10 to 

the EC on November 19, 2007.   

First detailed discussion paper on structure of GST was introduced by empowered 

committee in Nov 2009 with the objective of generating a debate and getting the inputs from 

all stakeholders. It suggested a dual GST Module along with a GST council and finally in 

March 2011, constitution 115th amendment bill was introduced to draw up laws for 

implementing GST. It includes the followings:   
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1) Setting up of GST COUNCIL by the president within 60 days of passage of bill. The 

council will chaired by union finance minister and its members includes MoS for revenue and 

finance ministers of states. It will work on GST rates, exemption limits etc.  

2) Setting up of a GST Dispute Settlement Authority having three members to resolve dispute 

arising among states and take action against states.  

3) GST Amendment Bill was referred to parliamentary committee on finance for evaluation.   

In Aug 2013 the standing committee submitted the report and recommended that 

proposed Dispute Settlement Authority should be removed and its mechanism should be 

given to GST Council itself. It also recommended that GST Council should take decision by 

voting rather than consensus. The representation in the GST Council should be 1/3 from 

central and rest 2/3 from states. The decision in the council should be passed with more than 

¾ vote representatives present. The quorum of council is raised from proposed 1/3 to half by 

standing committee.  But the proposed 115 amendment bill was lapsed with dissolution of 

15th Lok Sabha.  On 19 Dec 2014 after making slight changes in GST Bill, NDA government 

redefined it in 16th Lok Sabha as 122nd amendment of constitution. On 6 may 2015 it passed 

in lower house of government. Currently, the 122nd constitutional amendment is crag fasted 

in Rajya Sabha where it has to passed with 2/3rd majority in order to be implemented from 

1April 2016. 

 

Conceptual framework 

The GST is a concept which revolutionizes the face of fiscal federalism in the country 

and there could be a fundamental deviation from the existing powers relating to tax structure 

between centre and states. GST would repeal the powers to work out and impose excise 

duties, service tax, sales tax and purchase tax which are under the purview of centre or states. 

Under GST neither the centre nor the states could unilaterally impose taxes on goods and 

services, but the same will be exercised by GST Council which will be a collective body both 

in nature and contents. The main functions of GST Council are to design the tax and guide in 

harmonization of country’s tax structure for the speedy growth and development of market 

for goods and services. The very purpose of the GST is to bring to end existing tax 

administration which is based on adhocism and non-transparent tax management. The biggest 

advantage of GST is that it is payable on the transaction value ie. Price actually paid or 

payable which includes all expenses in regard to sales namely packing, commission and also 

subsidies attached to supply. 
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2. LITERATURE REVIEW  

Agogo Mawuli (2014)1 studied, “Goods and Service Tax-An Appraisal” and found 

that GST is not good for low-income countries and does not provide broad based growth to 

poor countries. If still these countries want to implement GST then the rate of GST should be 

less than 10% for growth.  

Vasanthagopal R. (2011)2studied,“GST in India: A Big Leap in the Indirect Taxation 

System” and concluded that switching to seamless GST from current complicated indirect tax 

system in India will be a positive step in booming Indian economy. Success of GST will lead 

to its acceptance by more than 130 countries in world and a new preferred form of indirect 

tax system in Asia also.  

Ehtisham Ahmed and Satya Poddar (2009)3 studied, “Goods and Service Tax Reforms 

and Intergovernmental Consideration in India” and found that GST introduction will provide 

simplier and transparent tax system with increase in output and productivity of economy in 

India. But the benefits of GST are critically dependent on rational design of GST.  

Nitin Kumar (2014)6 studied, “Goods and Service Tax- A Way Forward” and concluded that 

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

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

locations.  

Pinki, Supriya Kamma and Richa Verma (2014)7 studied, “Goods and Service Tax- 

Panacea For Indirect Tax System in India” and concluded that the new NDA government in 

India is positive towards implementation of GST and it is beneficial for central government , 

state government and as well as for consumers in long run if its implementation is backed by 

strong IT infrastructure.  

Monika Sehrawat, Upasana Dhanda (2015)8 Stuided,”GST IN INDIA: A KEY TAX 

REFORM” Due to dis salient environment of Indian economy, it is demand of time to 

implement GST. Consumption and productions of goods and services is undoubtedly 

increasing and 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. Its 

implementation stands for a coherent tax system which will colligate most of current indirect 

taxes and in long term it will lead to higher output, more employment opportunities and 

flourish GDP by 1-1.5%. It can also be used as an effective tool for fiscal policy management 

if implemented successfully due to nation-wide same tax rate. 
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3. OBJECTIVE OF STUDY  

The objective of the study is to analyses the issues and challenges of GST. 

Silent Features of GST 

 GST is a dual indirect tax structure wherein both centre and states have the power to 

levy tax. 

 GST does not distinguish between goods and services. 

 GST is applicable on Supply of Goods and Services. In GST regime, all supply such 

as sale, transfer, barter, lease, import of services etc of goods and/ or services made 

for a consideration and in some cases without consideration (like permanent transfer 

of business asset) will attract both Central GST (to be levied by Centre) and State 

GST (to be levied by State).  

 Since the CGST and SGST are to be treated separately, they are to be paid to the 

accounts of the Centre and the states separately.  

 GST is payable at the time of supply and hence the determination of time and place of 

supply is crucial as far as levy of GST is concerned.  

 GST would be payable on the transaction value. Transaction value is the price 

actually paid or payable for the said supply of goods and/or services between un-

related parties.  

 GST will allow ‘Input Tax Credit’  to the business houses without any denial or 

restrictions 

 Inter-state supply of goods and services for consideration are to attract additional tax.  

 The tax payer would need to submit periodical return in common format to both the 

central and state GST authority. Each taxpayer would be allotted a PAN-Linked 

Taxpayer Identification Number with a total of 13/15 digits which would bring the 

GSTPAN-Linked System in line with the prevailing PAN-Linked-Income Tax 

facility.  

 There would be 33 GST Laws (31 for states and 2 for Union Territories)  

 There would be time limit for Show Cause Notice (SCN) ranging from 3 to 5 years. 

 GST rate is determined keeping in view that it would yield at least the same revenue 

to the centre and states as collected through the various indirect taxes that would be 

subsumed under GST. Such rate is known as Revenue Neutral Rate (RNR).  

 As per the Press Release of Government of India, dated 05th December 2015, GST 

rate as are of three types – Concessional GST rate is 12%, standard GST rate is 17% - 
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18% and for luxury goods, the rate is 40%. It is to be noted that the rate suggested is 

much higher than the Revenue Neutral Rate (RNR) suggested by the Thirteen Finance 

Commission (5% CGST and 7% SGST).  

 

IMPOSITION AND COLLECTION OF GST   

1) The power of making law on taxation of goods and services lies with both union and state 

legislative assemblies. A law made by union on GST will not overrule a state GST 

law.(proposed article 246A) 

 2) GST has two components CGST and SGST as discussed above. CGST will be collected 

by central government whereas states governments will collect SGST.  

3) IGST is levied on supplies in the course of interstate trade including imports which is 

collected by central government exclusively and distributed to imported states as GST is 

destination based tax. The proportion of distribution between center and states is decided on 

recommendation of GST Council.(proposed article 269A)   

 

GST COUNCIL   

1) It is set up by president under article 279-A. It is chaired by union finance minister.  

2) It will constitute union minister of state in charge of revenue and minister in charge of 

finance or taxation or of any other field nominated by state governments. The 2/3rd 

representatives in council are from states and 1/3rd from union. 

 3) The decision of council is made by 3/4th majority of the votes cast and quorum of council 

is 50%.  

4) It will make recommendations on a) Taxes, surcharge, cess of central and states which will 

be integrated in GST. b) Goods and services which may be exempted from GST  c) Interstate 

commerce – IGST- proportion of distribution between state and center d) Registration 

threshold limit for GST  e) GST floor rates f) Special rates during calamities g) Provision 

with respect to special category states specially north east states 5) It may also work as 

Dispute Settlement Authority for GST.    

 

Global Scenario of GST  

Table 1 reveals that if India sticks to the proposed rate of GST then India’s GST rate across 

the nations would be highest in the world. 
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Table 1: GST Global View 

Name of the Country Year of Introduction GST Rate in % 

Canada  June 1995 5 

France  April 1954 Standard rate 20 %; reduced rate 5.5 

per cent; super reduced rate of 2.1 % 

UK  January 1973 Standard rate 20 % and reduced rate 5 % 

Japan  April 1989 Standard rate 8 % 

Australia  July 2000 10 % 

Malaysia  April 2015 6 % 

India  April 2016 (Proposed) Suggested revenue neutral rate 27 % 

Source: the Business Standard; New Delhi; June 8, 2015 

There has been no coherence and cohesiveness between India’s proposed GST rate and 

Global GST rate. Let us have a look at the India’s existing tax rate and proposed GST rate 

structure.  

Table 2: World GST/VAT Rates# in % 

Name of the Country/Group  GST/VAT Rates 

EU* 19-25 

UK 20 

China 17 

Australia 10 

Canada 05 

Singapore 07 

Indonesia 10 

India@ 17-18 

Notes: (#) All are the standard rates applicable to most of the items; 

      (*) VAT rates vary between 28 EU nations; among major economies; Germany levies 

     VAT at 19 %; France at 20 %;; among the non-VAT nations; the US levies sales tax at 0-7 %;   

    (@) Standard rate proposed by Arvind Subramanian Panel    

 Source: the Financial Express; New Delhi;   December 5, 2015. 

In order to make India attractive and globally competitive there is an immediate need to keep 

GST between 17 and 18 per cent (Table 2) and the idea of additional 1 per cent tax must be 

dropped. The recommendations of Subramanian Committee in regard to GST rate option 

could be judged from table 3. 
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As Indian economy is very much comparable with China and China is a rival and competitor 

of India in global markets, India has to keep its rate around 17-18 per cent so that the country 

could remain attractive and globally competitive. According to Subramanian Committee; 

GST proposed rate could still be slightly on the higher side; but when compared with 

developed economies and even some emerging market economies like China and Indonesia; 

India’s GST is ambitious. 

Table -3 Current Rate Structure in States and at the Centre 

In States In Centre 

VAT: 4.5 % and 12.5 % (Some states have 

breached 12.5% 

 

Median excise duty 12 per cent   

Service Tax 14 % from June 2015 

Median excise duty 12 per cent  Service Tax 14 % from June 2015 

Lower rate for Goods Standard Rate for Goods Services 

Centre  6% Centre   10% Centre  8% 

States  6 % SGST  10% States  8% 

Combined  12 % Combined  20% Combined  16% 

13th Finance Commission  Task Force Empowered Sub-Committee 

Nov. 2014 

Centre  5% Centre  12.77% 

State  7% States  13.91% 

Combined  12% Combined  26.68% 

Source: Ministry of Finance; Government of India; New Delhi; 2015 

Keeping in mind the proposed GST tax rate, it is pointed out by the states that could 

not afford the loss of the revenue and the GST tax rate should not be below 25 per cent. On 

the other side of it the centre wants to keep GST rate should be 27 per cent which too high 

and the tax consultants are of the view that GST rate should be between 20 and 23 percent. It 

is generally belied that RNR below 25 per cent could result into loss to the states. One could 

keep a lower rate if the nation’s tax base is wider. But in case of India it is not the case. It is 

further pointed out that just comparing the rate with global rates is not prudent; it does require 

a deeper examination. But it is 

Undisputed fact that proposed GST rate of 27 per cent may create strong resistance 

from both the consumers and the producers. With the passing of constitution amendment Bill 

in Lok Sabha; it is obligatory on the part of the central Government to compensate the loss 
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arising out of GST for first three years 100per cent 75 per cent in the fourth year and 50 per 

cent in the fifth year. It is pertinent to point out here that the central government had 

suggested a standard arte of 20 per cent i.e. 10 per cent each of centre and the states; a lower 

rate of goods at 12 per cent i.e. 6 plus 6 and 16 per cent 8 plus 8 for services. This was made 

out to move towards a single rate GST of 16 per cent in three years which is imperative to be 

done to coup with the global standards of GST. 

 

Table -4 Current Tax Structure 

Particulars  Value  in Rs 

Value of Goods (assumed)   100 

Excise Duty  12.5 %  -A  12.5 

Total   112.0 

VAT 12.5 % -B   14.6 

Total Tax A+B   26.56 

Source: Ministry of Finance; Government of India; New Delhi 2015. 

Table -5 Proposed Revenue Neutral Rate (RNR) in % 

CGST 12.77 

SGST 13.91 

Total 26.68 

             Source: Ministry of Finance; Government of India; New Delhi 2015. 

It is important to point out here that Indian Planners and policy makers should keep world 

available indicators in mind while determining the Indian requirements of revenue when they 

fix RNR. Why this so? This is because the very purpose of imposing and collecting taxes is to 

finance the growth and developmental needs of the country. Expenditure is needed to provide 

hard and soft infrastructure namely: - roads; communication, defence, education, health care 

etc. Therefore, what is required is to maintain the same level of economic and social 

development (two faces of the same coin), it is necessitated that Indian Government must fix 

the RNR that must match the government’s revenue similar to the current tax rate structure 

(Table 4 and 5). 

 

This all means that the cumulative duty applied to goods is at 26.56 per cent in the 

present tax structure and in case of services the same stood at 12.36 per cent. Under GST 

regime, the services also subject to full rate of GST. Added to these, the various exemptions 
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available presently will be abolished under GST and hence, the tax base shall be increasing in 

totality which is the need of the hour. Hence, RNR could be in the range of 20 to 24 per cent 

and may go a long way in meeting the needs of government and the industry. 

List of Indirect Taxes subsumed due to Migration to GST Regime 

At Central level At State level 

  Central Excise Duty (including 

Additional Duties of Excise)  

 Service Tax  

  CVD (levied on imports in lieu of 

Excise duty)  

 SACD (levied on imports in lieu of 

VAT)  

 Central Sales Tax  

 Excise Duty levied on Medicinal and 

Toiletries preparations,  

  Surcharges and cesses 

 VAT/Sales tax  

 Entertainment tax (unless it is levied 

by the local bodies)  

 Luxury Tax  

 Taxes on lottery, betting and 

gambling  

 Entry tax not in lieu of Octroi  

 Cesses and Surcharges 

Source: First Discussion Paper on GST (2009), Empowered Committee of Finance Minister 

 

Impact of GST in Indian Economy: 

• Reduce tax burden on producers and foster growth through more production. This 

double taxation prevents manufacturers from producing to their optimum capacity and retards 

growth. GST would take care of this problem by providing tax credit to the manufacturer.  

• Various tax barriers such as check posts and toll plazas lead to a lot of wastage for 

perishable items being transported, a loss that translated into major costs through higher need 

of buffer stocks and warehousing costs as well. A single taxation system could eliminate this 

roadblock for them. 

 • A single taxation on producers would also translate into a lower final selling price for 

the consumer. 

 • Also, there will be more transparency in the system as the customers would know 

exactly how much taxes they are being charged and on what base. 

• GST would add to government revenues by widening the tax base.  

• GST provides credits for the taxes paid by producers earlier in the goods/services 

chain. This would encourage these producers to buy raw material from different registered 
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dealers and would bring in more and more vendors and suppliers under the purview of 

taxation 

. • GST also removes the custom duties applicable on exports. Our competitiveness in 

foreign markets would increase on account of lower cost of transaction. 

 • The proposed GST regime, which will subsume most central and state-level taxes, is 

expected to have a single unified list of concessions/exemptions as against the current 

mammoth exemptions and concessions available across goods and services.  

 

Benefits of GST  

 

 

For business and industry 

Easy compliance: A robust and comprehensive IT system would be the foundation of the 

GST regime in India. Therefore, all tax payer services such as registrations, returns, 

payments, etc. would be available to the taxpayers online, which would make compliance 

easy and transparent.  

Uniformity of tax rates and structures: GST will ensure that indirect tax rates and 

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

business. In other words, GST would make doing business in the country tax neutral, 

irrespective of the choice of place of doing business. 

Removal of cascading: A system of seamless tax-credits throughout the value-chain, and 

across boundaries of States, would ensure that there is minimal cascading of taxes. This 

would reduce hidden costs of doing business. 

 
GST Benefits 

 
Business and Industry 

 

 
Central and State 

Governments 

 
Consumer 
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Improved competitiveness: Reduction in transaction costs of doing business would 

eventually lead to an improved competitiveness for the trade and industry. 

Gain to manufacturers and exporters: The subsuming of major Central and State taxes in 

GST, complete and comprehensive set-off of input goods and services and phasing out of 

Central Sales Tax (CST) would reduce the cost of locally manufactured goods and services. 

This will increase the competitiveness of Indian goods and services in the international 

market and give boost to Indian exports. The uniformity in tax rates and procedures across 

the country will also go a long way in reducing the compliance cost. 

 

For Central and State Governments 

Simple and easy to administer: Multiple indirect taxes at the Central and State levels are 

being replaced by GST. Backed with a robust end-to-end IT system, GST would be simpler 

and easier to administer than all other indirect taxes of the Centre and State levied so far. 

Better controls on leakage: GST will result in better tax compliance due to a robust IT 

infrastructure. Due to the seamless transfer of input tax credit from one stage to another in the 

chain of value addition, there is an in-built mechanism in the design of GST that would 

incentivize tax compliance by traders. 

Higher revenue efficiency: GST is expected to decrease the cost of collection of tax 

revenues of the Government, and will therefore, lead to higher revenue efficiency. 

 

For the consumer 

Single and transparent tax proportionate to the value of goods and services: Due to 

multiple indirect taxes being levied by the Centre and State, with incomplete or no input tax 

credits available at progressive stages of value addition, the cost of most goods and services 

in the country today are laden with many hidden taxes. Under GST, there would be only one 

tax from the manufacturer to the consumer, leading to transparency of taxes paid to the final 

consumer. 

Relief in overall tax burden: Because of efficiency gains and prevention of leakages, the 

overall tax burden on most commodities will come down, which will benefit consumers. 
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Challenges of GST 

The magnitude of challenges of GST are beyond imagination and most of the challenges 

are yet to be  Effective Credit Mechanism - No Cascadingavailed, though few more are 

highlighted below :-   

  Administration 

 Tax Administrator and Staff Training 

 Revolt by various suppliers and business associations 

 Finalization of GST Rates 

 Improvement in banking System 

 Safeguarding the interests of less developed States with lower revenue potential 

 Huge Implementation Cost 

 Red-Tapism and bureaucracy 

 Rationalization of thresholds and exemption limits 

 Protecting and balancing the present and future revenues of the Centre and the States, 

etc. 

 

Model GST with Example 

In case of inter-State transactions, the Centre would levy and collect the Integrated 

Goods and Services Tax (IGST) on all inter-State supplies of goods and services under 

Article 269A (1) of the Constitution. The IGST would roughly be equal to CGST plus SGST. 

The IGST mechanism has been designed to ensure seamless flow of input tax credit from one 

State to another. The inter-State seller would pay IGST on the sale of his goods to the Central 

Government after adjusting credit of IGST, CGST and SGST on his purchases (in that order). 

The exporting State will transfer to the Centre the credit of SGST used in payment of IGST. 

The importing dealer will claim credit of IGST while discharging his output tax liability (both 

CGST and SGST) in his own State. The Centre will transfer to the importing State the credit 

of IGST used in payment of SGST.Since GST is a destination-based tax, all SGST on the 

final product will ordinarily accrue to the consuming State. 
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Source: http://pib.nic.in/newsite/PrintRelease.aspx?relid=148240-date-26-06-2016 

 

THE WAY FORWARD 

The challenges posed by GST are no different from what other countries have faced 

while implementing major tax reforms. Despite the various impediments to the proposed 

transition, once implemented GST is likely to usher in a more taxpayer friendly regime that 

could help make various business decisions 'tax neutral'. GST once applicable will simplify 

the tax laws, will reduce time consuming reporting compliances and will reduce overall tax 

rate by eliminating the "Cascading Effect". We are required to take well thought and planned 

steps in implementation of GST with clear guidelines about the final approach of dual GST 

and need to take all the stakeholders into confidence such as State governments, trade & 

industry, service providers & service recipients, consumers and professionals, etc. for 

purposeful implementation of GST As soon as the challenges are eliminated India is all set to 

have the most awaited and its biggest ever tax reform - "THE GOOODS AND SERVICE 
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TAX ACT, 2016" So all eyes on our current Finance Minister, Mr. Arun Jaitley for early and 

successful implementation of GST. 

The introduction of Goods and Services Tax would be a very noteworthy step in the 

field of indirect tax reforms in India. By amalgamating a large number of Central and State 

taxes into a single tax, it would alleviate cascading or double taxation in a major way and 

pave the way for a common national market. From the consumer point of view, the biggest 

advantage would be in terms of reduction in the overall tax burden on goods and services. 

Introduction of GST would also make Indian products competitive in the domestic and 

international markets. Last but not the least, this tax, because of its transparent character, 

would be easier to administer. However, once implemented, the system holds great promise 

in terms of sustaining growth for the Indian economy.  
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