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Abstracts 
 
 
The structure of indirect taxes in India (as existing upto 30.06.2017) was based on three lists in seventh schedule to constitution of 
India, which came in to effect on 26.01.1950. These list are mostly based on government of India Act 1935 
World has moved towards common Goods & Service Tax (GST) long ago. However, so far as India is concerned. GST is the tax for 
twenty first century. 
 
The Goods and Services Tax or GST came into effect on 1 July 2017. The aim of introducing the tax was to replace all the existing 
indirect taxes with a single comprehensive tax. Through GST, all indirect taxes such as central excise tax, service tax, VAT and 
entertainment tax were consolidated. This major step has helped the citizens of India to file their taxes easily without the hassles they 
faced earlier. In addition, this article will discuss the impact of GST on the Indian economy. 
 
GST, or Goods and Services Tax, is a tax that customers have to bear when they buy any goods or services, such as food, clothes, 
electronics, items of daily needs, transportation, travel, etc. The concept of GST is that it is an “Indirect Tax”, ie, this tax is not 
directly paid by customers to the government, but is rather levied on the manufacturer or seller goods and the providers of services. 
The sellers usually add the tax expense into their costs, and the price the customers pay is inclusive of GST. Thus, in most cases, you 
end up paying a tax even if you are not an income taxpayer. 
 
The Indian Taxation System: 
 
The entire framework to impose indirect taxes comes under Constitutional provisions of India. Article 246, Seventh Schedule gives 
the right to Central and State Governments to levy taxes and collect indirect taxes based on goods and services transactions. The 
taxation system varies from manufacturer to manufacturer on point of sale or level of imports or exports. 
  
The Figure 1 depicts a tabular representation of Indian indirect taxation system as per Article 246 of the Indian Constitution System. 
The following Table 1 gives a tabular representation of taxes imposed and collected by Central and State Governments of India. 
 
The Journey of Indirect Taxes in India as per Article 246: 
 

INDIRECT TAXES AS PER ARTICLE 246 
 

Excise Duty Service Tax Sales Tax/Vat Customs Duty Central Sales Tax Local Body Tax 
Entry No-84, 

List-I, Schedule 
–VII. 

 

Residuary 
Entry No-97 

List-I, Schedule 
–VII. 

Entry No-54, of 
List II, (Vat) 

and 92Aof List-
I, (CST). 

Entry No-83 of 
List-I, Schedule 

-VII. 
 

Entry No-92A of 
List-I Schedule –

VII. 
 

Entry No-52of List-
II of Schedule –VII. 

 

Taxable Event 
Manufacture. 

 

Taxable Event 
Management of 

Service. 

Taxable Event 
sale within the 

state. 

 
Taxable Event 

Export & 
Import. 

Taxable Event 
Inter-state sale. 

Taxable Event of 
Entry of Goods to 

state from a 
placeoutside of 

state. 
 
Sources: Reproduced from Jain (n.d.) from https: www.caclubindia.com/articles/goods-and ST basic-25424-asp 
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Table 1. Taxes Imposed and Collected by Central and State Governments in India 
 
Name of Taxes         When it was Imposed Imposed by Collected by 
Central Excise Duty Goods Manufactured in India                     

( Excluding Goods Manufactured in 
SEZ in India ) 

Central Govt Central Govt. 

 

Service Tax Any sort of service in territory (wherever 
applicable) 

Central Govt. Central Govt. 
 

Sales Tax / VAT Sales of Goods within state. State Govt. State Govt. 
 

Customs Duty Import of goods to India from any place 
outside Indian. Territory or Export of 
goods outside Indian Territorial Border 

Central Govt. Central Govt. 

 

Central Sales Tax (CST) Inter-State goods sale. Central Govt. State Govt. 
 

Local Body Tax 
(Entry/Octroi) 

Goods entry to a state outside of state. State Govt. State Govt. 
 

 
Journey of Indian indirect taxation and turning points, which reformed the taxation system till date before the introduction of GST 
taxation system in India. 
 
1974: Report of LK Jha Committee suggested introduction of VAT system. 
1986: Introduction of restricted VAT called “MODVAT”. 
1991: Chelliah Committee report recommended “VAT/GST” and recommendations accepted by the Government 
1994: Service Tax introduction. 
1999: Empowered Committee formation on State VAT. 
2000: Introduction of Uniform Floor State Tax Rates and abolition of tax-related incentives granted by State Governments. 
2003: Implementation of VAT system in Haryana 
2004: Strong progress towards introduction of CENVAT. 
2005-06: Implementation of VAT based taxation system in 26+ states in India. 
2007: First GST Stuffy released by Mr. P. Shome in January; Finance Minister speech carries the introduction of GST in Budget; CST 
phase out starts in April 2007; joint working group created and reports submitted. 
2008: EC rolls out the GST Structure of Taxation System in April 2008. 
2009: Date proposed for Implementation as April 1, 2010. 
2010: Department of Revenue commented on GST discussion paper and finance minister suggested probable GST rate. 
2011: Team was created to lay down the road map for GST and 115th ConstitutionalAmendment Bill for GST was laid down by the 
Parliament. 
2012: Negative list regime for service tax was implemented. 
2013: Parliamentary Standing committee submitted its report on the Bill. 
2014: 115th Amendment Bill lapsed and was reintroduced in 122nd Constitutional Amendment Bill. 
 
Objectives  :Taxes are the only way for financing the public goods because of their inappropriate pricing in the market. The 
government, via funds collected from taxes, can only levy it. It is highly important that the taxation system is designed in such an 
appropriate manner that it doesn't lead to any sort of market distortions and failures in the economy. The taxation laws should be 
highly competitive so that revenue can be raised in a highly efficient and effective manner. 
 
In India, the taxation system was started in ancient times. The early taxation system’s existence can be seen in many ancient books 
like Manu - Smrti and Arthasastra. During the British empire, the entire taxation system of India was transformed. It was entirely in 
favor of the British empire, but it also incorporated modern and scientific techniques of taxation systems. Another remarkable 
transformation came in the year 1922 in the taxation system when Britishers established an entirely new administrative and taxation 
system in India. In this system, the taxation system was categorized in two main categories: Direct Taxes and Indirect Taxes. In 
India, the taxation system is entirely controlled, imposed, and updated by Central and State governments. The authority to levy tax 
is derived from the Indian Constitution, which allocates the power to levy taxes between Central Government System and State 
Government System. 
 
The Articles has been under taken and presented considering the following foremost objectives. 

1. Understanding in - depth the concept of new taxation system introduced - Goods and Services Tax (GST) in India. 
2. To gain an in-depth understanding of GST taxation system evolution. 
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3. Understanding the features, working, and differentiating the current taxation system in India v/s GST 
4. To evaluate the advantages and challenges surrounding GST. 
5. To evaluate the prospects of taxation position of various goods and services in India. 
6. To furnish the information for future research on GST based taxation system. 

 
Review Literature:  
 
Mr. Anand Nayyer  and Mr.indrapal Singh, “Punjab”  wrote in his article “ Gst  impact on Indian Economy” A way forward that the 
Goods & service Tax (GST) is one of the biggest taxation reforms in india , The Central idea behind this form of taxation is to replace 
existing levies like Vat, service Tax, Excise Duty and sales Tax by levying a comprehensive tax on the manufacturer consumption of 
goods & service in the country .GST is expected  to unite the country economically as it will remove various forms of taxes that 
are the currently levied at different points 
   
Limitations and Issues Pertaining to the Previous Indian Taxation System / Pre GST 
 
Various taxes are imposed on the Indian population by Central and State Governments like Central Excise, Service Tax, VAT, etc. 
Before the introduction of VAT in Sales Tax and CENVAT in Central Excise and Service Tax, the Indian Taxation System was very 
complex and this had cascading effects. The tax imposed on one destination was also taxed on another destination. However, in recent 
times, the taxation system has seen remarkable revolutions. Many changes in taxation were implemented, that is, VAT, and 
implementation of Service Tax by Central Government. In Central Excise taxation system, the government introduced CEVAT by 
setting off taxes on inputs, while producing output products. With introduction of VAT based taxation system in India, the foundation 
stone of GST implementation was laid. 
 
The following points highlight the primary and severe issues pertaining in Indian indirect tax structure system:  
(i) The CENVAT (excise duty) was imposed on the products manufactured in India. However, issues originated regarding product 

valuations. The issue regarding implementation of CENVAT only at the manufacturing level acted as a critical barrier to efficient 
and neutral flow of tax credit. This led to the replacement of VAT to GST in many countries. 

(ii)  The Indian Constitution has distributed the taxation system between Central and State Governments. The State government has 
right to impose any sort of tax on any matter or item under the state. In Service Tax, the Central government enjoys the power to 
impose tax but in Work Contracts, the State government has the dominance. This sort of system creates distortions in revenue 
generation and distribution for the government.  

(iii)   Various things like copyrights, patents, software are not considered for taxation system by the government. So, complexity 
again arose for classifying these goods under the taxation policies. 

(iv)  With the booming of the service sector, the Central government has monopolistic right to impose tax. The State Governments, 
on the other hand, are losing their revenue by not imposing any tax on the service sector.  

(v)  Considering CST on inter-state sales of goods, no set off was allowed, which increased the cascading effect.  
(vi) For better monitoring and administration of taxes, major transformations in technology are required, which is costly and time 

consuming and has to be redressed.  
(vii) Lack of cross verification of returns filed under Central and State taxation systems led to lot of discrepancies.  
(viii)  Under the Indirect taxation system, there were more than 15 different taxes, which had to be filled under different norms. 

Therefore, it required immediate and one system regulation of filling and calculating taxes. 
(ix)   The Indian taxation system was cumbersome and full of burdens and different taxes on same products in different states led to 

high inflation, which had to be redressed.  
 
Despite of the existence of multiple taxes in the Indian Economy like Excise Tax, Custom Duty, Service Tax etc., still the GDP of 
India is much less as compared to the GDP of other countries like USA - 13.84%, China - 6.99%, Japan - 4.3%, and France - 2.05%. 
Therefore, the GDP data of various countries demonstrates that there is utmost need of tax reform, that is, implementation of Goods 
and Services Tax (GST) in India. 
 
Scope of the Study 
 
GST was brought in as a revolutionary change and India’s biggest tax system overhaul since Independence. GST replaced a plethora 
of indirect taxes such as states’ sales tax, service tax, excise, etc., with a single central tax regime applied uniformly on all products 
and services. However, the biggest benefit of GST was that it opened up entire India as a single unified market allowing free 
movement of goods across states’ borders, as opposed to the earlier scenario where state borders became barriers. GST allowed for 
faster movement of trucks and led to requirements for fewer warehouses across several states. However, GST has multiple tax rate 
slabs for different categories of products – a fact that still makes it more complicated than many expected  
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What is GST? 
 
Goods and Services Tax is levied on the manufacturing and sales of goods and services across the country. The tax is charged at every 
stage of the manufacturing process. GST is applicable for both the customer and the manufacturer. It is a destination-based tax. This 
means that GST is to be collected at the point of consumption. So, if a product is manufactured in Bihar and is sold in Bhopal, the tax 
will be levied in Bhopal. Moreover, at every stage of the manufacturing process where value is added to the product, GST is collected. 
 
The types of GST are as follows: 
 
CGST (Central Goods and Services Tax): the central government collects the tax on the intrastate sale of goods and services. 
SGST (State Goods and Services Tax): 
 
The state government collects this tax based on the intrastate supply of services and products. 
 
IGST (Integrated Goods and Services Tax): The tax is charged on the supply of products and services between two states. The taxes 
are shared between the central and state governments. 
 
GST Effect on Common People:  
 
Here in India, the maximum population is of the middle class and lower middle class where people either belong to the service class 
or they depend on agriculture for their living. In this scenario, the most important question is what is the impact of GST on a common 
man or a middle-class family. There are lots of questions in the mind of a common man in these days such as: Is there anything new 
for him or it’s like an old material in a new package? Is there any tax relaxation for him in new tax provisions or it will increase the 
prices of goods and services for him? 
 
After GST, there is a single tax provision in the supply chain where each person is able to take tax benefit of all the taxes which he 
already paid and eventually the prices become low. As well as he came to know that how much tax he has paid on goods and what is 
the actual value of his goods. Again, there is a better tax administration facility in GST so manipulation in taxes is not possible. GST 
has a wider scope so it will cover a maximum number of the assesse at each stage tax benefit will generate and at the end consumers 
get the benefit for this. 
 
For the public, the actual impact of any economy is when the prices of their necessity become affected. For the public in large when 
prices become low for the day-to-day goods and services that are consumed, the economy is good otherwise, if the inflation rate is 
higher, then the public gets unsatisfied with the changes done by the government. 
For any government policy, it is important that the satisfaction in public should be there, as without satisfaction the policy will not 
succeed in the same way in which the government planned. 
 
Here we are trying to understand the new GST from the current taxation system of India. In the previous tax regime, we pay indirect 
tax on each service, which we consume which is already taxed at a different point of time. 
 
Sometimes we pay the taxes on tax amount too which is called cascading effect. The result is that the burden of the increased price is 
afforded by the end consumer only and he doesn’ t know that how much tax he paid and what is the actual cost of the material. 
According to the news sources and other sources, there is a slight impact on the consumers after the GST got implemented 
 
GST Impact on the Indian economy 
 
The implementation of GST has significantly affected the Indian economy in the following ways: 
 
Simplification of the tax structure: 
 
GST has simplified the taxation system of the country. As GST is a single tax, calculating taxes at the multiple stages of the supply 
chain has become easier. Through this, both customers and manufacturers get a clear idea of the amount of tax they are charged and its 
basis. Further, hassles of handling tax officials and authorities can also be avoided. 
 
Tax Rate under GST  
 
Under GST, all products and services have an associated HSN and SAC code for allocating the correct GST rate. Tax Rates under GST rates 
are divided into five categories which are 0%, 5%, 12%, 18%, 28%. All the basic need requirement goods are pleased in 0% category 
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like food grains, bread, salt, books etc. Goods like paneer, packed food, tea coffee etc are placed under 5% category. Mobiles, sweets, 
medicine, are under 12%. All types of services are under 18% category. All other remaining luxury items are placed under the last 
head of 28%. Petrol, gas, crude oil, diesel etc. are still out from the criteria of GST. 
 
Fostering production: 
 
As per the Indian retail industry, the total tax component is around 30% of the product cost. Due to the impact of GST, the taxes have 
gone down. So, the end consumer has to pay lesser taxes. The reduced burden of taxes has enhanced the production and growth of the 
retail and other industries. 
 
SME support: 
 
Small and medium enterprises can now register under the Composition Scheme introduced by GST. Through this scheme, they pay 
taxes according to their annual turnover. Therefore, businesses having an annual turnover of Rs. 1.5 crores only have to pay 1% GST. 
Moreover, other enterprises having a turnover of Rs. 50 lakh are required to pay 6% as GST. 
 
Enhanced pan India operations: 
 
Companies can now avoid taxation roadblocks, such as toll plazas and check posts. Earlier, these created problems, including damage 
to unpreserved products while transporting them. So, manufacturers had to keep buffer stock to make up for the damages. These 
overhead costs of storing and warehousing hampered their profit. A single taxation system has reduced these problems. They can now 
transport their goods easily across India. This has resulted in the improvement of their pan India operations. 
 
Increase in exports: 
 
GST has reduced the customs duty on exporting goods. The cost of production in the local markets has also decreased due to GST. All 
these factors have increased the rate of exports in the country. Companies have become more competitive when it comes to expanding 
their businesses globally. 
 
The introduction of GST has helped merge the taxes of the state and central governments. This has helped remove the cascading effect 
of multiple taxes. Therefore, the burden of taxes has reduced for companies and customers. Not just this, taxpayers have increased in 
number and hence, the tax revenues have also increased significantly. The overall taxation system is now easier to administer. 
Moreover, small- and medium-sized enterprises are able to enhance their businesses. It is expected that GST will help more Indian 
organisations to establish themselves in the international markets. 
 
Research Methodology  
 
This paper is based on exploratory research technique and data cited in this paper were collected via secondary sources available like 
statistical data available on various websites of Indian Government like Finance Ministry (finmin.gov.in), GST Council 
(gstcouncil.gov.in), GST Council Archives (gstindia.com), Books & Periodicals and many more ; literature review from journal 
papers ; annual reports ; newspaper reports ; and wide collection of magazine based Indian Journal of Finance • February 2018 61 62 
Indian Journal of Finance • February 2018 articles on GST. Based on the analysis of above mentioned data collection sources, the 
objectives of the study are defined and research design is drafted which is highly descriptive in nature. 
 
Conclusion  
 
Implementation of GST in India, is definitely a historical deed for the futuristic growth of Indian Economy. Our next generation will 
enjoy the real taste and benefits of GST. Thus, in a broad sense, GST is a great boon for India which will help our country to get enter 
in the list of developed nations very shortly 
 
Implementation of GST is one of the best decision taken by the Indian government. For the same reason, July 1  was celebrated as 
Financial Independence day in India when all the Members of Parliament attended the function in Parliament House. The transition to 
the GST regime which is accepted by 159 countries would not be easy. Confusions and complexities were expected and will happen. 
India, at some point, had to comply with such regime. Though the structure might not be a perfect one but once in place, such a tax 
structure will make India a better economy favourable for foreign investments. Until now India was a union of 29 small tax economies 
and 7 union territories with different levies unique to each state. It is a much accepted and appreciated regime because it does away 
with multiple tax rates by Centre and States. And if you are doing any kind of business then you should register for GST as it is not 
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only going to help Indian government but will help you also to track your business weekly as in GST you have to make your business 
activity statement each week. 
 
GST is a game-changer tax legislation and has helped the country in attracting foreign investments. India was ranked 15th in the world 
in 2013 in terms of FDI inflow, while in 2015 India became the top destination for foreign direct investment. Annual FDI inflows in 
the country are expected to rise to US$ 75 billion over the next five years and India is aiming to achieve US$ 100 billion worth of FDI 
inflows in the next two years. With such high-value goals and targets, Indian society is destined to be the centre stage of the world. 
Apart from current situation i.e., impact of covid-19, tax regime has become convenient reducing duplication and multiplicity of tax 
filings creating ease of doing business. From a macro-economic perspective, the government and industry expected that the GST 
would be instrumental in reducing economic distortions, which in turn, would provide necessary impetus to economic growth. The 
Ministry of Statistics and Programme Implementation has declared India’s GDP growth to be 7.7% in 2017-18 compared to 7.1% 
in 2016-17. After the initial phase of GST implementation, marginal improvement was expected given the scale of changes in 
business and tax administration that it got along. 
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