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Introduction 

“The Goods and Services Tax may be a destination tax, but for India it will begin an altogether new journey….”. The words 
of our former Finance Minister, Arun Jaitley, in the parliament’s central hall on the midnight of 30th June 2017, still reverberates 
afresh in our ears. For India, a completely new journey commenced on July 1st, 2017 still with goods and services tax, being touted as 
one of the biggest economic reforms of independent India, which set sail in the country after a decade of deliberations. Before GST, 
multiple markets across India with each state charging a different rate of tax, led to huge inefficiencies and cost of compliance. The 
government is right in pointing out that GST has eased one of the most complex indirect tax systems and a company looking to do 
business in every state had to make as many as 495 different submissions in the previous tax regime under GST, that number has now 
reduced to just 12. The GST, which subsumed 17 local levies like exercise duty, service tax and VAT and 13 cesses was rolled out.  It 
has decreased the number of taxes, burden on common man while significantly increasing transparency and overall collection.  

 
Types of Goods and Services Tax in India 
 As per the newly implemented tax system, there are four different types of GST:  

 Integrated Goods and Services Tax (IGST) 
 State Goods and Services Tax SGST) 
 Central Goods and Services Tax (CGST) 
 Union Territory Goods and Services Tax (UTGST)   

 
Integrated Goods Services Tax IGST) 
 The tax levied under the IGST act on the supply of any goods and/ or services in the course of interstate is known as IGST. In 
the case of (i) interstate supply of goods or services, (ii) supplies to and from Special Economic Zones, the center will tax IGST.  
 
State Goods and Services Tax (SGST) 

The State and Goods services Tax (SGST) is a tax paid intrastate transactions when the consumer and producer are in the 
same state. The state GST is a tax collection mechanism for the state government as the name implies. It is collected as a separate tax 
in the case of intrastate transactions. 

 
Central Goods and Services tax (CGST) 

  Interstate transactions, in which the vendor and consumer are both from the same state, are subject to the Central Goods and 
Services Tax (CGST). The CGST imposed on products and services in order for the government to collect taxes. The CGST is 
collected at the same time as SGST collected.  Unlike IGST, CGST is collected as a separate tax and remitted with the central 
government in the case of intrastate transactions.  

 
Union Territory Goods and Services Tax (UTGST) 
 The UTGST is the Indian Union Territories counterpart to the State Goods and Services Tax (SGST), which is charged on the 
supply of goods and services. In the Andaman and Nicobar Islands, Chandigarh, Daman Dieu, Dadra and Nager Haveli and 
Lakshadweep, the UTGST applies to the provision of Goods and Services.    
     
GST REVENUE COLLECTION BEFORE COVID-19 

     GST introduced with the motto, “One Tax and One Nation”. The indirect taxes except customs were subsumed in GST. For 
Central, State/Union Territory and Integrated tax, there are nearly four slab rates viz; 5%, 12% ,18%, and 28%. The collected tax 
revenue is shared between state and center in the case of IGST and CGST. The SGST levied collected and remitted by respective state 
government. 
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Source; www.gstcouncil.gov.in   
 
 From the above information it can be inferred that the GST collection has witnessed up and down but it has gradually 
stabilized with passage of time. The GST revenue had witnessed a growth rate of 19.4% in the corresponding period of 2018-19 over 
2017-18. Further GST revenue growth in 2019-20 was 3.8% over the previous financial year i.e., 2018-19.  

GROSS REVENUE COLLECTION 
(YEAR WISE) 

Table no 2    (in Crores) 
TAX TYPE 2017-18 FY 2018-19 FY 2019-20 FY 
CGST 118876 202444 227447 
SGST/UTGST 171803 278817 309234 
IGST 387356 598739 586703 
CESS/ COMPENSATION 62614 97370 98749 
TOTAL 740649 1177370 1222133 

Figure I. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

GROSS GST COLLETION 
(Month wise)                      

                       Table no. 1  (In crores) 
MONTH 2017-18 FY 2018-19 FY 2019-20 FY 

APRIL 0 103459 113865 

MAY 0 94016 100289 
JUNE 0 95610 99939 
JULY 21572 96483 102083 
AUGUST 95633 93960 98202 
SEPTEMBER 94064 94442 91916 
OCTOBER 93333 100710 95380 
NOVEMBER 83780 97637 103492 
DECEMBER 84314 94725 103184 
JANUARY 89825 102503 110818 
FEBRUARY 85962 97247 105366 
MARCH 92167 106577 97579 
TOTAL 740650 1177369 1222113 
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From the above table it can be inferred that the cess collection has witnessed only 1.4% in the financial year 2019-20 when 
compared to the financial year 2018-19. The cess collected through domestic supply has witnessed 1.2% growth in the financial year 
than the financial year 2018-19. The central government accepted to give 14% compensation to the state governments of their revenue 
losses by collecting cess, which is levied on luxury items like gold and tobacco etc., for the period of five years. 

 
 GST REVENUE COLLECTION DURING COVID-19  

The disruption caused during the initial months of the financial year 2020-21 due to covid -19, the government has 
collected total gross GST revenue of Rs 11,36,803 crores against a total gross GST collection of Rs 12,22,131 crores in 2019-20. Let 
us look at the following statistics to know the revenue collection and how it affected the induced lockdown circumstances in the 
financial year 2020-21.  

          GROSS REVENUE COLLECTION  
                        (Month wise) 
                                        Table no.3 
                                                                                    (In crores)        
MONTH REVENUE COLLECTION 
APRIL 32172 
MAY 62151 
JUNE 90917 
JULY 87422 
AUGUST 86449 
SEPTEMBER 95480 
OCTOBER 105155 
NOVEMBER 104963 
DECEMBER 115174 
JANUARY 119875 
FEBRUARY 113143 
MARCH 123902 
TOTAL 1136803 

 
 From the above information, we came to know that the GST collections severely affected in the first half of the financial 

year mainly in the months of April and May on account of covid-19 pandemic. During these lockdown months, GST revenues had 
fallen suddenly by50% on the year. In the unlock phase and the recovery of the economy, the GST collections has been increasing 
since September 2020. Since October 2020 the GST revenue has been implemented exceeding the one lakh crore for month. In 
February 2020-21, the monthly GST revenues have been topped with Rs one lakh crore mark in the row.  The revenue for the month 
of February 2021 was 7% more than the GST revenues for a similar month. GST collections stood at Rs 1.05 lakh crore in February 
2020. The gross GST revenue collected in the month of March 2021is at a record of Rs 1,23,902 crores are highest since introduction 
of GST. Revenues crossed over 1 lakh mark for the last six months is a clear indicator of rapid economic recovery after pandemic 
conditions in India. Closer monitoring against fake-billing, deep data analytics, using data from multiple sources including GST, 
income tax and custom IT systems and effective tax administration have also contributed to the steady increase in tax revenue over 
last five months.  From the following graph we get clear idea about how the changes placed and economy recovery before and after 
covid-19 pandemic.  
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Figure II. 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
COMPENSATION CESS COLLECTION 

The principle of indirect taxation for many goods and services changed from origin-based to destination-based due to the 
implementation of GST from July 1,2017. So, the ability to pay tax on goods and services shifted from origin states to destination 
states. This causes a risk of revenue uncertainty for some states for five years to avoid any revenue loss due to GST.   

 
For this purpose, the GST (Compensation to States) Act was enacted in 2017.  The Act guarantees all the states an annual 

growth rate of 14% in their GST revenue during the period of July 2017 to June 2022.  If a state’s GST revenue grows slower than 
14%, such ‘loss of revenue’ will be taken care by the Centre by providing GST compensation grants to the states. To provide this 
grant, the Centre levies a GST compensation cess on certain luxury and sin goods such as cigarettes and tobacco products, pan 
masala, caffeinated beverages, coal and certain passenger vehicles. The Act requires the Centre to credit the cess revenue into a 
separate Compensation Fund and all compensation grants to states are require to be paid out of the money available in this Fund.  

 
                 The details of compensation given by the Centre to states from FY 2017-18 to FY 2019-20 given below. 
                                                              Table no. 4                                    ( In Crores) 

FINANCIAL YEAR  DOMESTIC IMPORT TOTAL 
2017-18 56319 6295 62614 

2018-19 87290 10080 97370 

2019-20 88306 10443 98749 
Figure III. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
         
         
         
         
         
         
         
         
         
         
         
         
                           

62614
97370 98749

0

20000

40000

60000

80000

100000

120000

2017-18 2018-19 2019-20

CE
SS

 C
O

LL
EC

TI
O

N

FINANCIAL YEAR

CESS COMPENSATION COLLECTION

TOTAL

0
20000
40000
60000
80000

100000
120000
140000

CO
LL

EC
TI

0N
(in

 R
s)

MONTH

REVENUE COLLECTION



 
Cover Page 

  

  
 
DOI: http://ijmer.in.doi./2021/10.08.75 

            

 

ISSN:2277-7881; IMPACT FACTOR :7.816(2021); IC VALUE:5.16; ISI VALUE:2.286 
Peer Reviewed and Refereed Journal: VOLUME:10, ISSUE:8(4), August: 2021 

Online Copy of Article Publication Available: www.ijmer.in 
Digital certificate of publication: http://ijmer.in/pdf/e-Certificate%20of%20Publication-IJMER.pdf 

Scopus Review ID: A2B96D3ACF3FEA2A 
Article Received: 4th August  

 Publication Date:30th August 2021 

 

 
76 

 

                From the above table it can be inferred that the cess collection has witnessed only 1.4% in the financial year 2019-20 when 
compared to the financial year 2018-19. The cess collected through domestic supply has witnessed 3,6% growth and the cess 
collected through import has witnessed 1.2% growth in the financial year 2018-19.  
 
COMPENSATION TO STATES - IMPACT OF COVID-19 
                 For the financial year 2018-19, Centre gave Rs 81,141 crores to states as GST compensation. However, for the financial 
year 2019-20, the compensation requirement of states nearly doubled to Rs 1.65 lakh crores. A huge increase in requirement implies 
that states GST revenue grew at a slower rate during 2019-20. This can be attributed to the economic slowdown by the effect of 
covid-19, which resulted in nominal GDP growth rate of 7.2%.  This was significantly lower than the GDP growth in the 2019-20 
union budget. The below figure can give the clear idea about the guaranteed revenue to the states, budget estimated GDP growth and 
actual GDP growth. 
 
Figure IV.  

 
            From the above figure there is no much differernce between GDP estimated growth rate to actual GDP growth rate. Due to 
the compenstion gurantee , all states could achieve the growth rate of 14% in their GST revenue, much higher than the overall growth 
in GST revenue. In 2019-20 financial year estimated growth rate of GDP is 12% but actual GDP growth rate is 7.2%, almost 5% 
decline in GDP rate afected by the economic slodown. In the 2020-21, budget the Centre  has estimated a 10% growth in nominal 
GDP.  However due to impact of covid-19 and the lock downs, the actual growth rate in 2020-21 is likely to be much lower and even 
gone  down  to negative rate.  
 

CESS COMPENSATION COLLECTION IN FY 2020-21 AND DELAY IN PAYMENT TO STATES  

              According to an estimate, GST compensation cess requirement for the financial year 2020-21  is arround Rs 26,000 crores 
per month because of the unexpected  covid-19 situation. An average monthly compensation of about Rs 13,775 crores was paid to 
states and UTs in 2019-20, even though the average monthly collection was only Rs 7,953.6 crores a month. 
             
               Though the impact of nationwide lockdown restrictions on business activites was confined to few days of the previous 
financial year that ended on March 31, the compensation collection was substantially lower than the actual payout. Nationwide 
lockdown restrictions were enforced from march 25 in a bid to contain the spread of contagion.  
                
               According to an official statement relesed on July 27, the total amount of compensation paid to states and UTs in 2019-20 
was Rs 1,65,302 crores , while the total amount of cess collected in the year was Rs 95,444 crores.  In the 41st GST council meeting  , 
the centre stated that they will have to pay to the states Rs 3 lakh crores for the yaer 2020-21. But they only have Rs 65,000 crores, 
very less collections for the year because of pandemic.  
 
                Out of the remaining Rs 2,35,000 crores , Centre has stated that only Rs 97,000 crores can be compensated as revenue 
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shortfal due to implemantaion of GST.  The remaining of Rs 1,38,000 crores is due to extrordinary circumstances by an ‘ Act of 
God’.  
                
                States suggested that the Centre borrow the money and repay the states because the Centre has higher leverage on 
borrowings. The Centre has rejected this idea by reasonig that higher borrowing by them will push up interest rates and dent India’s 
fiscal parameters. Centre gave the states two options.  
 

 Option 1: States can borrow entire Rs 97,000 crores. This borrowing will not added to their debt.   
 Option 2: States can borrow entire Rs 2,35,000 crores but will have to provide for interest by themselves.  

 
               Several states rejected both the options and did not agree to the Centre’s claim of denting fiscal parametres.  
 
What are the Steps to be Taken to Solve ? 

 If the Centre does not help the states it could create a trust deficit . 
 This trust deficit can derail future GST reforms.  
 Hence, the Centre must step up and resolve this issue by strenthening pandemic response and increase govrenment capital spending 

to support the demand and spur the economy. 
 
CONCLUSION   
               The Goods and Services Tax, which has completed four years, a new chapter in India’s taxation. It is expected that the 
unpleasent activities of tax theft will be drastically reduced under GST regime in order to benefit both governments and the 
consumers. In reality , the extra revenue that the government is expecting to generate would come from the reduction of tax theft 
instead from the consumer’s packet. Govrnment is making structural changes according to the circumstances by taking the opinions 
of the differemnt states who met in the GST council meating. This tax structure will make India a better economy advantageous for 
foreign investments. GST avoid with multiple tax rates by Central and states tax collectons in India. The 15th Finance Commission 
recommended merging the 12% and 18% slabs and rationalisng GST into a three rate structure.  
   
               Monthly cash coliections under GST crossed Rs 1.4 trillion lakh crores in April, substanially higher than the average of Rs 
95,000 crores till then. Interestingly, most of the revenue growth occurred during the pandemic year 2020. The government has 
credited the e-invoicing mechanism for the boost. Such a jump in revenue was virtually absent when the first e- intervention, e-way 
bill was implemented in 2018. Morover some obstacles in revenue collection with the effect of covid-19 lockdown situations, GST 
revenue collections increased drastically and crossed over 1 lakh crore evrey year after the pandemic 
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