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ABSTRACT

GST 1is the most remarkable and ambitious tax reform in India’s post-
independence history. If asked about the need of GST in India then its aim and vision
were to levy a single national uniform tax across the nation on all types of goods and
services. GST has replaced multiple taxes like sales tax, service tax, etc., which made
India more of an integrated national market and brought more people into the taxation net
is the need for GST. By improving efficiency, it can add substantially to finances as well
as the growth of the country. Implementing a new tax regime, inculcating both goods and
services by the State and the centre in a large and complex system is perhaps
unprecedented in the modern tax history of the globe. Inter-States supply of goods and
services are considered as import and IGST will be applied (1%) in addition to custom
duties. The Central government promised for compensation to loss making States for a
period of 5 years. The compensation will be as: 100% for first 3 years, 75 % for 4th year
and 50% for 5th year. GST is not friendly with banking sector. Because the cost of goods
become cheaper after GST and it will promote export. Presently, 14% service tax is being
levied on baking transactions. GST will make these transactions more costly. GSTC
(Goods and Service Tax Council) will set the benchmark for resolving the dispute on
recommendations of GSTC.
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Introduction to GST

GST Stands for Goods and Services Tax (GST). The GST Act was passed in the
Lok Sabha on 29th March, 2017 and came into effect from 1st July, 2017. It was termed
as One Nation One Tax. Goods and Services Tax (GST) is an indirect tax (or
consumption tax) used in India on the supply of goods and services. It is a
comprehensive, multistage, destination- based tax: comprehensive because it has
subsumed almost all the indirect taxes except a few state taxes. Goods and services are
divided into five different tax slabs for collection of tax - 0%, 5%, 12%, 18% and 28%.
However, petroleum products, alcoholic drinks, and electricity are not taxed under GST
and instead are taxed separately by the individual state governments, as per the previous
tax system. There is a special rate of 0.25% on rough precious and semi- precious stones
and 3% on gold.

In addition a cess of 22% or other rates on top of 28% GST applies on few items
like aerated drinks, luxury cars and tobacco products. Pre-GST, the statutory tax rate for
most goods was about 26.5%, Post-GST, most goods are expected to be in the 18% tax
range. The tax came into effect from 1 July 2017 through the implementation of the One
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Hundred and First Amendment of the Constitution of India by the Indian government.
The GST replaced existing multiple taxes levied by the central and state governments.
Indirect Taxes are taxes that are imposed on goods or services taxes like Central Excise
Duty, Customs Duty, Service Tax, Value added tax or sales tax. In order to regulate
indirect taxation in India, there are a number of tax laws and regulations enforced by
Central or State governments. In any economy tax policies plays a major role through
their impact on both proficiency and equity.

Meaning of GST

The GST is basically an indirect tax that brings most of the taxes imposed on
most goods and services, on manufacture, sale and consumption of goods and services,
under a single domain at the national level. In the present system, taxes are levied
separately on goods and services. The GST is a consolidated tax based on a uniform rate
of tax fixed for both goods and services and it is payable at the final point of
consumption. At each stage of sale or purchase in the supply chain, this tax is collected
on value-added goods and services, through a tax credit mechanism.

Statement of the problem

The statement of the problem is to study study the GST (Good and Services Tax)
and impact of GST on Indian economy. In India we have rigid and time-consuming
taxation system. Because of its Indians are going to face many problems, especially in
case of indirect tax system. The main problems are multiplicity of taxes, dominance of
indirect taxes, complexity and corruption etc. In order to overcome these problems, there
is a need of one tax reform, that reform takes place recently is called GST. Therefore, an
attempt has been made to study the GST (Good and Services Tax) and impact of GST on
Indian economy.

Objectives of the study
> To study the concept GST (Goods and Services Tax).
> To know the impact of Goods and Services Tax on Indian Economy.

Methodology of the study

The study is descriptive in nature. It has been carried out with the help of
secondary data taken from various journals, text books, newspapers, magazines, internet
sources and online research reports.

Secondary data is a data which is readily available. The data for the present study
covers the secondary sources such as magazines, websites, journals, newspapers, various
books related to the topics and other references were made.

Example of GST calculation

Let us assume that the GST is set at 5% Suppose that the manufacturing cost of a
Product A is 100 and assuming a GST of 5% the total amount is Rs. 105 The next step of
taxation would be when the Product is sold to consumers, let’s say at a price of 150. So
the GST will charge another 5% on just the difference of Rs. 150 and Rs. 105 i.e. only
5% on Rs. 45 which is equal to Rs. 2.25. So the final price is Rs. 150 + Rs. 2.25. Unlike
the case of petrol pricing there is no tax on a tax now. This eliminates the cascading
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effect of taxes which is very prevalent in our economy and has been simplified to an
elemental level in the example. Since the GST will be applied at every step of value
creation it will be very difficult for black money owners to participate anywhere in the
value chain with the GST without accounting for all other transactions.

Definition of GST

“Goods and services tax (GST) is a tax on goods and services with value addition
at each stage having comprehensive and continuous chain of set of benefits from the
producer’s
/ service provider’s point up to the retailers level where only the final consumer should
bear the tax”

Background of GST in India

* 2006: After successful implementation of VAT and recommendation of various
committees and task forces on GST.

* 2008: Empowered committee of State Finance Ministers was constituted which
submitted a report to Indian Government followed by submission of discussion paper on
10 November 2009.

» 2013: By August a report consisting of recommendations to improve GST was
submitted to the parliament by the Parliament Standing Committee and GST bill was
ready to be introduced in the parliament which was opposed by the then Gujrat’s Chief
Minister shri Narendra Modi.

* 2016: Finally, on August 3rd 2016 The Constitution Amendment Bill was
passed from Rajya Sabha by two third majorities and was assented by the then Honorable
President Shri Pranab Mukherjee.

* 2017: On January deadline to roll out GST was announced as 1st July and by
February draft Compensation Bill was finalised to make good any revenue loss to states
in 1st five years of GST roll out.

Need for GST

* The main reason behind introducing GST is to improve the economy of the
nation.

* Applying of GST will do more than simply redistribute the tax burden from one

sector or Group in the economy to another.

* Provides greater certainty and transparency of taxes.

* Ensures tax compliance across the country.

* GST will avoid double taxation to some extent.

Why is GST important
GST will ensure the uniformity of taxes across the states regardless of place of
manufactures or distribution.
* Eliminates the multiplicity of taxation.
* GST environment would lead to improved disclosure of economic transactions
which may have a positive impact on direct tax collections also.
« It will mitigate cascading and double taxation and enable better compliance
through the lowering of overall tax burden on goods and services.
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Features of GST
* Centre will levy IGST on inter-State supply of goods and services. Import of
goods will be subject to basic customs duty and IGST.
* GST defined as any tax on supply of goods and services other than on alcohol
for human consumption. Petroleum and petroleum products i.e. crude, high speed
diesel, motor spirit, aviation turbine fuel and natural gas shall be subject to the
GST on a date to be notified by the GST Council.
« It will replace multiple taxes like VAT, CST, Excise Duty, Entry Tax, Octroi,
LBT, Luxury Tax act.
» GST is one indirect tax for the entire nation, which will make India “one unified
common market”.

Advantages of GST
» GST is a transparent tax and also reduce number of indirect taxes.
* Life gets simpler- GST will replace 17 indirect tax levies and compliance costs
will fall.
* Investment boost-For many capital goods, input tax credit is not available.
* Boost for E-Commerce Sector- Freeing up online State restrictions.
* Improved efficiency of logistics.
Shortcomings of GST
» Services will become expensive e.g. Telecom, banking, airline etc.
* GST will mean an increase in operational costs
* GST came into effect in the middle of the financial year
* SMEs will have a higher tax burden
* Being a new tax, it will take some time for the people to understand its
implications.

Structure of GST

* CGST: CGST stands for CENTRAL GOODS AND SERVICE TAX, the tax is
levied based on intrastate supply of goods and services. The share of GST tax is
redirected to the revenue department of central government. CGST replaces all the
current Central taxes like Central Excise Duty, Service Tax, Custom Duty, SAD, etc. the
share of this tax compensates all loss of current service tax and excise duty of the central
government. In case of local sales, Under GST 50% quantum tax is transferred to SGST.

* SGST: SGST stands for STATE GOODS AND SERVICE TAX, this tax is
similar to CGST as part of tax which is diverted to the state government has been credited
to revenue department of state government. In SGST tax are exacted by within one state
where transaction of goods and services take place. SGST compensate the loss of other
existing tax like sales tax and value added tax (VAT) which was replaced all these taxes
and has been a sole claimer of the revenue to the state government.

* IGST: IGST stands for INTEGRATED GOODS AND SERVICES TAX. This tax is
applicable when transactions take place on interstate or when two states involved in
purchases of goods and services. This tax is collected by central government. One part of
tax is transferred to central government and rest is transferred to the state government.
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Scope of GST
* GST is applicable on the supply of goods or services
* Alcoholic liquor for human consumption is exempt from GST.
* Initially, GST will not apply to:
* Petroleum crude,
* High speed diesel,
* Natural gas, and
* Tobacco and tobacco products will be subject to GST.

It is expected that the creation of the Goods and Service Tax act and its
implementation will have a great impact on various aspects of business in India by
changing the traditional pattern of pricing the products and services. The Goods and
Service Act will also have a great impact on the tax system in India by reducing the
unfavorable effect of tax on the cost of goods and services. GST is expected to change
the whole indirect tax system by impacting the tax structure, tax computation, credit
utilization and tax frequency. It will also help in supply chain optimization. It will help in
creating a single national market by merging several Central and State taxes under a one
single tax procedure. The tax rate under GST are set at 0%, 5%, 12%, 18% and 28% for
various goods and services, and almost 50% of goods & services comes under 18% tax
rate. Let’s now examine how GST on some day- to-day good and services will have an
impact on the final consumer.

Entertainment and Hospitality: By allowing credit between goods and services,
GST will prevent cascading of taxes, resulting in increased profits for companies in this
sector. Simplifies levy and valuation on composite transactions. Thus, will reduce
litigation challenges and related costs faced by companies in this sector.

Healthcare Industry: Uniform classification of Healthcare products under both
CGST and SGST to avoid litigations. Credit on all types of GST (on goods and services)
incurred for all business functions to avoid cascading effect. Abolition of all other
indirect taxes like- Entry tax, Cess, Additional Tax, octroi etc. Position of credit of taxes
paid on pre-operative activities for establishing manufacturing set-up.

Food Industry: The application of GST to food items will have a significant
impact on those who are living under subsistence level. But at the same time, a complete
exemption for food items would drastically shrink the tax base. Food includes meat, fish
and poultry, milk and dairy products, fruits and vegetables, candy and confectionary,
snacks, prepared meals for home consumption, restaurant meals and beverages. Even if
the food is within the scope of GST, such sales would largely remain exempt due to small
business registration threshold. Given the exemption of food from CENVAT and 4%
VAT on food item, the GST under a single rate would lead to a doubling of tax burden on
food.

Financial Services: In most of the countries GST is not charged on the financial

services. Example, In New Zealand most of the services covered except financial services
as GST. Under the service tax, India has followed the approach of bringing virtually all
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financial services within the ambit of tax where consideration for them is in the form of
an explicit fee. GST also include financial services on the above grounds only.

FMCG Sector: Despite of the economic slowdown, India’s Fast Moving
Consumer Goods (FMCGQG) has grown consistently during the past three — four years
reaching to $25 billion at retail sales in 2008. Implementation of proposed GST and
opening of Foreign Direct Investment (F.D.I.) are expected to fuel the growth and raise
industry’s size to $95 Billion by 201835.

Agriculture: Agricultural sector is the largest contributing sector the overall
Indian GDP. It covers around 16% of Indian GDP. One of the major issues faced by the
agricultural sector is transportation of agri products across state lines all over India. It is
highly probable that GST will resolve the issue of transportation. GST may provide India
with its first National Market for the agricultural goods. However, there are a lot of
clarifications which need to be provided for rates for agricultural products.

Real Estate: The real estate sector is one of the most pivotal sectors of the Indian
economy, playing an important role in employment generation in India. The probable
impact of GST on the real estate sector cannot be fully assessed as it largely depends on
the tax rates. However, it is a given that the sector will see substantial benefits from GST
implementation, as it will bring to the industry much required transparency and
accountability.

Manufacturing Industry: The incidence of the present multistage taxation
increases the manufacturing cost of most of the production units in India. But a flawless
GST can help this sector to reduce their cost to the extent of almost 50 per cent. This will
help them to compete with their counterparts in the west. “Even a two per cent reduction
in production cost will increase profits by over 20 per cent, giving headroom for reducing
prices and benefitting end-users” (Kelkar, Vijay, 2009). It is estimated that the
implementation of GST would reduce the overall prices of all manufacturing sectors
between 1.22 and 2.53 per cent.

Automobiles: The automobile industry in India is a vast business producing a
large number of cars annually, fueled mostly by the huge population of the country.
Under the current tax system, there are several taxes applicable on this sector like excise,
VAT, sales tax, road tax, motor vehicle tax, registration duty which will be subsumed by
GST. Though there is still some ambiguity due to tax rates and incentives/exemptions
provided by different states to the manufacturers/dealers for manufacturing car/bus/bike,
the future of the industry looks rosy.

IT Sector: To be in sync with the best International practices, domestic supply of
software should also attract G.S.T. on the basis of mode of transaction. Hence if the
software is transferred through electronic form, it should be considered as Intellectual
Property and regarded as a service and if the software is transmitted on media or any
other tangible property, then it should be treated as goods and subject to G.S.T. 35
According to a FICCI Technopak Report.

www.liirj.org ISSN 2277-727X




Lokavishkar International E-Journal, ISSN 2277-727X, Vol-15, Issue- 01, Jan-June 2026 (Bi-annual)

Pharma: On the whole, GST is expected to benefit the pharma and healthcare
industries. It will create a level playing field for generic drug makers, boost medical
tourism and simplify the tax structure. If there is any concern whatsoever, then it relates
to the pricing structure (as per latest news). The pharma sector is hoping for a tax respite
as it will make affordable healthcare easier to access by all.

Mobile Bills: People will have to pay more on mobile phone bills as GST on
telecom services is now 18%, as opposed to the earlier tax rate of 15%.

Footwear & Garments: Footwear costing more than INR 500 will have a GST rate
of 18% from an earlier rate of 14.41% rate but rates for the footwear below INR 500 has
been reduced to 5%.

Cab and Taxi Rides: Taking an Ola or an Uber now will be cheaper because the
tax rate has fallen to 5% from an earlier 6% for a cab booking made online.

Airline Tickets: Under the GST, tax rate for economy class for flight tickets is set
at 5% but the tax for business class tickets will have a higher tax rate of 12%.

Movie Tickets: Movies tickets costing below INR 100 will be charged a GST rate
of 18% but prices above INR 100 will have a higher tax rate of 28%.

Life Insurance Premium: The Premium Amounts on policies will rise; with an
immediate impact which can be seen on the term and endowment policy premiums as the
rates have been increased under GST across life, health and general insurance.

Education & Medical Facilities: Education and Medical sectors have been kept
outside the GST scope and both the primary education & healthcare is exempted from
GST. It means a consumer will not pay any tax for the money spent on these services.
But due to increase in tax rates for certain goods & services as procured by these
organizations, they may pass on the additional tax burden to the consumers.

Restaurant Bills: This will depend on whether one dined at an AC or Non-AC
establishments which do not serve alcohol. Now dining at five-star hotels will be charged
at 18% GST rate and the Non-AC restaurants will be charged 12% and a 5% GST will be
charged from small hotels, dhabas and restaurants that do not cross an annual turnover of
INR 50 Lakh.

Amusements Parks: The ticket price for amusement parks and theme parks will
increase as the earlier service tax of 15% will become 28% under the GST. There is no
doubt, the implementation of GST will take time, but it is likely to create more
employment opportunities and economic inclusion. After a lot of deliberation, the GST
council finalized the rates for all the goods and major service categories under various tax
slabs, and the GST is expected to fill the loopholes in the current system and boost the
Indian economy.
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Suggestions
> It is suggested that there should be a smooth, transparent and simple transition
provisions which is easily understandable.
> Since everyone are clear about GST, any disputes on GST Introduction should
be prospectively addressed by way of seedy redress.
> Gradual stages may be employed for the implementation like the Agriculture
sector then Industry sector and then the Service sector.
> The Government must ensure a good management of the income collected
from the Goods and Services Tax.
> Rates should be rationalized and reduced to make India competitive and in
interest of compliance and economic growth. The highest rate should be kept at
18% and there should be only few items that fall in 28% slab. Daily use items
such as soaps, cremes, movie tickets, electrical goods should not be taxed at 28%.
> Single cash ledger concept should be used instead multiple cash ledgers i.e.
separate cash ledger for CGST, SGST, IGST, interest, penalty etc.
> The issues being faced by the exporters should be dealt with and the refund
procedure should be activated immediately.
> In case IGST is paid instead of CGST and SGST, and vice-versa, the recourse
available is only refund. Assesses should be allowed to self-adjust in such cases.
> valuation Rules lack clarity and are debatable. This is likely to lead to
litigation and transfer pricing issues / litigation.
> The Central and the State government should be in proper understanding and
cooperative with each other for the successful implementation of GST.
> The government should take care about the RNR which should not affect the
tax revenue to any government either central or state.
> The loss of Tax revenue should be managed and compensated properly
through proper diversification of funds without burden to anyone.

Conclusion:

GST plays an important role in Indian economy and also it helps in overall
development of a nation. According to this study almost all people know about the GST
and it mainly effects on Industries, it affects on the standard of living of the people, it
also effects on the export of a nation and revenue of a nation. Because of GST
employment opportunities will increase and also it will help in poverty eradication
programmes. So GST is one of the important reform in Indian economy, we have to
support the successful Implementation of Goods and Services Tax. GST mechanism is
designed in such a way that it is expected to generate good amount of revenue for both
central and state government. At the end we can say clearly with no doubt that it is the
biggest ever change in tax structure of India. There is a fall in prices of Auto Commercial
Vehicle, Two wheelers, Small cars, Midsized cars and SUV, essential items, Footwear,
Building Materials etc. and education, healthcare are going to be exempted from GST but
on the other hand, price of some other goods and services increased after GST like Hotel
room rental, Restaurants & fine dining and Branded Apparels. It can be concluded that
GST has been going to be an historical record for its full fledge implementation and
hopefully this biggest historical reform will result in ease of doing business in India. A
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single taxation system would encourage new businesses and entrepreneurs to engage in
service and manufacturing sector. GST levied only on consumption of goods or services.
This leads to eliminate economic distortions in taxation amongst states and also helps in
free movement of goods, further it also minimize the complexity of taxation. It will also
beneficial to individuals as the prices will go down due to GST and decrease in price
leads to increase in consumption and directly increase the GDP.
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