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I. Introduction 

Goods and Services Tax (GST) was introduced in India on 1 July 2017. It is an indirect tax which supplanted 

various taxes imposed by the central and state governments. Central and State government are trying to stay 

away from double or multi-taxation on the same commodities and services from one consumer to another 

through this tax system. It affects large, medium, and small industries, intermediaries, all businesses, export-

import trades, all professionals, and all buyers. The aim of this tax reform is to abolish tax barriers between 

states and make a single market. 

The Indian tax system is very complex. Both Central and State governments impose various taxes. The various 

indirect taxes which were imposed by the Central government were central excise, custom duty, service tax, 

various cess and surcharge and central sales tax. Whereas the State governments used to impose several indirect 

taxes such as sales tax or VAT, entertainment tax, luxury tax, taxes on lottery, betting and gambling, various 

State cess and surcharge entry tax, octroi etc.. GST is an indirect tax which replaced those various taxes and 

appeared as a single tax imposed by the Central Government. It is imposed on production, sale and consumption 

of goods and services which is payable at the stage of final consumption. GSTs are collected by the sellers from 

the buyers when they buy goods and services and then pay those GST to the government. GSTs are paid 

electronically through internet banking, debit or credit card, NEFT/RTGS, and through banks by cash or by 

cheque. 

GSTs are imposed in three heads which are CGST, SGST, and IGST. The Central Government collects CGST 

on an intra-state sale. The State Governments collects SGST on an intra-state sale. The Central Government also 

collects IGST (roughly IGST = CGST + SGST) for inter-state sale. A consumer pays CGST plus SGST or IGST 

for every purchase. The CGST will incorporate all the indirect taxes of the Central Government and the SGST 

will incorporate all the indirect taxes of the State Government. GST is imposed only on value addition. It 

removes the Cascading Effect of taxes. It is a arrangement of one country one tax. GST is adopted in India to 

improve the productivity in the country and to increase the well-being to the consumers. 

 

II. Objectives of the Study 

The present paper begins with an introduction, to the GST and makes a brief discussion on the genesis of this 

new tax system. The prime objective of the paper is to analyse the pros and cons of the introduction of the GST 

in Indian tax system. 

 

III. Research Methodology 

This research is based on secondary data and information. The data have been collected from different reports, 

journals, newspapers, websites and existing literatures. 

Review of Related Literatures 

A few numbers of studies have been conducted by the researchers in this field. Some of those studies which are 

relevant to the issue addressed in the present paper are as follows. 

Abstract: In India, although the rate of direct tax is very high, the contribution from such in total tax 

revenue is very low. Tax exemption and evasion seem to be the main reasons. The importance of indirect 

taxes has increased over the years and the indirect tax net has been widened. Almost all the goods that 

people buy bear high indirect taxes. Numerous indirect taxes were imposed by both central and state 

governments. The indirect taxes contribute the major part of total tax revenue of the country. But the indirect 

tax system had many drawbacks which hampered economic growth. To overcome the loopholes of the 

indirect tax system the Goods and Services Tax (GST) was introduced as a single indirect tax by replacing 

various taxes. The present paper attempts to analyse the advantages and disadvantages of the new tax 

reform. 
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 Sehrawat and Dhandai made a study  in which an outline of the GST idea and its features were narrated. This 

study also identified the opportunities of the GST system and the challenges to be faced by the different 

stakeholders of the system while implementing it.  

Sharma and Georgeii in their paper discussed the importance of GST in Indian tax structure. The paper also 

presented the working process of the GST and identified the barriers in the implementation of it in Indian 

economy. 

Lala iii in his study mentioned the features of GST and also explained the effects of GST on the prices of 

commodities and services in India. 

The paper penned by Khurana and Sharmaiv explained mainly the probable effects of the GST on the existing 

tax structure in India and also mentioned the expected opportunities of the GST system in India. 

 

 

IV. Genesis 

The idea of the GST system was originated from the German businessman Dr Wilhelm von Siemens’s proposal 

of VAT as an improvement to the German cascading turnover tax in 1918 and from the writing of the American 

economist T. S. Adams on invoice-credit method VAT as an alternative to business income taxation between 

1910 and 1921.  France is the first country where GST was adopted in 1954. Around 160 countries of the world 

have implemented GST. Only notable exception of the country where GST was not adopted is USA. It is found 

as a unified tax system in almost all countries where it was implemented. Canada and Brazil implemented dual 

GST. In most countries the rate of GST is between 16 – 20 %. 

The Finance Minister of India, P. Chidambaram announced the proposal for the implementation of the GST by 

April 1, 2010 in India at the time of his presentation of Budget for 2006 – 07. The Empowered Committee of 

State Finance Ministers (EC) was formed to build up a guideline and structure for GST. The EC described the 

all aspects of the GST proposal in their First Discussion Paper on the GST in November, 2009. The115th 

Amendment Bill was announced in Lok Sabha in 2011 which was lapsed. In 2014, the Amendment bill was 

reintroduced in Lok Sabha. The GST was passed by the both houses of the Parliament as the 122nd Constitution 

Amendment Bill in 2016. 

 

V. Evaluation of GST in India 

Each and every replacement definitely creates a number of opportunities as well as faces some challenges. 

Similarly, GST which has been introduced by replacing the existing indirect tax system in India has certainly 

some benefits and drawbacks. The major benefits of the GST are as follows. i) GST is framed as a simple 

system of taxation by replacing complex and multiple indirect taxes in India with minimum number of 

exemptions. ii) GST is levied only on final consumption for which a common national market will be created 

through this tax system. It will help to attract more foreign investment. iii)GST is an extension of input tax 

credit (ITC) system (ITC existed before the implementation of GST, in case of service tax, VAT and excise 

duty). iii) Due to its broad coverage the tax base of India has been widened. It is imposed on all goods and 

services and thereby the number of taxpayers has been increased. iv) GST may reduce fiscal deficit. v) GST 

would increase GDP growth rate and generate more employment. vi)It will minimize the cascading effect of 

taxation. vii) Online system of registrations, payments, returns, etc. make the GST easy to deal and transparent 

for the taxpayers. viii) Equal rate and structure of GST in all states of India fulfills the certainty criterion of a 

good tax system. ix) Cost of collection of GST is relatively lower than all other indirect taxes levied so far by 

the union or state governments in India and therefore it is good from the revenue point of view of the 

governments. x) This tax system will reduce manufacturing cost of Indian products and thereby help the Indian 

producers to compete in the International market. xi) In this system government can control tax evasion more 

effectively than before. xii) The overall indirect tax burden of the consumers will decrease due to this new tax 

system. However, the GST system is not free from drawbacks. The significant drawbacks of this system are as 

follows. i) GST is regressive in nature which reduces the purchasing power of the poor and creates adverse 

effects on human development. ii) Rate of GST is higher in India than many developed countries which reduce 

the competitive power of Indian manufacturers both at home as well as in the international market. iii)Due to 

high rate of GST on some goods, tax evasion, and smuggling may increase in India. iv)Exemption of some 

revenue earning goods under GST (like alcohol and petroleum products such as petrol, diesel, and aviation 

turbine fuel) will reduce the tax base as well as tax revenue of both central and state governments. v) Before 

GST, the state governments would earn revenue from VAT, various surcharges and cess. VAT was the highest 

revenue source of a state. After the implementation of the GST, state governments are likely to suffer from the 

loss of revenue, and they are demanding compensation from Central government. According to 14 th finance 

commission’s direction central government has to reimburse the states utmost for five years. This compensation 

will create fiscal burden of central government. For this burden, central government may not be able to fulfill 

the motto of reduction of fiscal deficit through the execution of the GST. vi) For the proper implementation of 

GST, a very developed country-wide IT network is required. In India till now IT network has not been 
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developed in every corner of the country. Small businessmen are facing difficulty to use the new system of 

online GST network.vii) In this new system, a state where more goods and services will be purchased or sold 

earns more revenue from SGST whatever may be its production as GST is levied on final consumption. So 

industrially developed states may suffer  loss of revenue. So, the GST system does not encourage 

industrialization. viii) In this system the state governments will lose the autonomy to change various indirect tax 

rates which affect adversely the federal structure of India. States should have power to impose differential tax 

rates and to offer tax exemptions as incentive to attract business and industry. ix) After the implementation of 

GST, all businesses and service sector are facing dual control by Union and state government which increases 

compliance cost.  x) Government imposed 12% GST on most of the essential drugs which was around 9% 

earlier. As a result prices of those drugs increased by 2.3% which have negative impact on the poor people. 

 
VI. Policy Suggestions 

 Government should organize various programmes to increase the awareness of both the business 

community and the consumers about GST. 

 State governments may arrange some short training course for the taxpayers on GST. 

 In the present system of GST the dual control or dual administrations by the central and state 

governments is not good because it increases both compliance and administrative costs. To solve the 

problem joint tax administration may be implemented. 

 Government should exempt or levy as minimum GST as possible on essential medicine. 

 Government should make social reform by imposing GST at stiff rates on alcohol for human 

consumption (alcohol used by the people for consumption remains outside the purview of GST)) which 

is judged to be socially harmful. 

 

VII. Conclusion 

GST is the outstanding tax reform in India since independence. It affects all sectors and all sections of Indian 

economy. It is a good tax system in the sense that it widens the tax base and lowers down the tax rate. This one 

point single taxation satisfies both the business community as well as the consumers. The success of the GST 

system entirely depends on combined efforts of central and state governments, industries, traders and 

consumers. This is not the right time to examine whether the major stakeholders of the country have been 

benefited from the new tax system. But it is hoped that in future the usefulness of the GST system can properly 

be ascertained. 
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