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GST: A LAW OF TROUBLE OR RELIEF?

ABSTRACT

Priyanshi Kapoor 1

The abbreviation GST has been in the airs for a long time and now that it has
been implemented, still a lot of people are unaware about its working. Being
one of the most awaited law, GST has grabbed a great hype in the country. The
GST journey began in the year 2000 when a committee was set up to draft law.
It took 17 years from then for the Law to evolve. In 2017 the GST Bill was passed
in the Lok Sabha and Rajya Sabha. On 1st July 2017 the GST Law came into
force.
GST is an abbreviation for Goods and Services Tax, India. It is a uniform indirect
central and state governments. GST treats India as one big market following a
uniform tax regime throughout the country, irrespective of states. Goods and
Services Tax (GST) in India is a tax levied uniformly throughout India on the
supply of goods and services as well as on the import of goods from foreign
destinations. GST has divided particular goods and services under uniform tax
slots, which initially varied from state to state. GST is an indirect Tax i.e. the dealers registered with GST act as intermediaries, collecting the tax from the end
GST is a huge reform for indirect taxation in India, the likes of which the country
has not seen post-independence. GST aims to simplify indirect taxation, reduce
a huge impact on businesses both big and small, and change the way the
economy functions.
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1. INTRODUCTION: "The Ruler should act like a bee which collects honey (TAX) without causing pain
to the plant."
- CHANAKYA3
GST (Goods and Services Tax) is an indirect tax that has replaced many
Central and State taxes like excise duty, VAT and service tax. It is a single
comprehensive tax levied on all goods and services produced in India as well as
those imported from other countries. The new tax regime came into effect on
July 1, 2017, after years of deliberation – with the Atal Bihari Vajpayee
Government first suggesting it in the year 2000.
Goods and Services Tax, India is a uniform tax levied on goods and services,
treating whole of India as one market. The tax came into effect from 1st July
2017 and replaced the existing multi-level central and state taxes. GST divides
goods and services into five tax slabs – 0%, 5%, 12%, 18% and 28%4. Though,
products like petroleum products, alcohol and electricity, still follow the old tax
regime.
The GST Council is the governing body which formulates the tax rates, along
with the rules and regulations. It consists of the central finance minister as
well as the finance minister of the states. GST replaces many indirect taxes
levied by both central and state at various stages, resulting in a reduced tax
burden, elimination of cascading of taxes and lower time loss. Before the GST,
most of the goods were in the tax range of 26.5 %, but after GST, they have
mostly fallen under the tax range of 18%.5

Indian Philosopher and Jurist
Available on h�p://www.legalpedia.co.in/ar�cle/introduc�on-to-goods-services-tax-gst (visited on 02.04.2019 at
9:09 p.m.)
5
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Though GST is charged by all the registered dealers in a supply chain (raw
materials supplier, manufacturer, wholesaler, retailer, consumer), from the
next customer, the ultimate burden of the tax is on the end customer i.e. the
consumer. All the other dealers registered with GST act as intermediaries
collecting GST from the consumer and passing it onto the government, getting
tax credit in return. This tax credit is called “Input Tax Credit” and is placed
against the GST charged by the dealer to the customer, to which he/she is
supplying goods.
Any registered dealer is also eligible for tax refund if the input tax credit
exceeds the output tax credit, as according to the provisions provided by law in
this regard. Moreover, no GST credit could be claimed for the purchase of
exempted goods. The GST is not levied on all types of vegetables, organic
manure, contraceptives, printed books, stamp papers, agricultural equipment’s
etc.
2. How GST Works: The basic mechanism of taxation under GST is that it is levied at every stage of
the supply process. It is subsequently paid by the manufacturer, wholesaler,
retailer and consumer6. Though, the registered dealers (manufacturers,
wholesalers and retailers) charge GST, they don’t keep the amount, rather pay
it back to the government with a tax invoice and claim credit for the tax thus
collected.
This leaves the end user i.e. the customer as the one who bears the final
burden of tax. The end customer has to pay prescribed GST on the product
purchased or on the services availed, without any provision of claiming the
return or credit.

6

Available at h�ps://gst.taxmann.com/ar�cles.aspx (Visited on 03.04.2019 at 01:00 PM)
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3. HISTORY OF GST: Several nations across the world have already implemented GST. To name a
few - Canada replaced the Manufacturer’s Sales Tax with GST in the year
1991, Australia replaced the Federal Wholesale Tax with GST in the year 2000
and New Zealand replaced their sales taxes for some goods and services with
GST in the year 1986. India implemented its dual GST system (a Central Goods
and Services Tax (CGST) and a State Goods and Services Tax (SGST)) in 2017
to cut red tape and increase tax revenues, which in turn would fuel economic
growth.
The Vajpayee Government, in the year 2000, began talks on GST and set up a
committee, headed by Asim Dasgupta, Finance Minister of the West Bengal
Government. The committee was given the responsibility of designing the GST
model and managing the IT back-end preparedness for its rollout. In Budget
2006-07,

Union

Finance

Minister

Shri

P.

Chidambaram

proposed

implementation of Goods and Services Tax (GST) by April 1, 2010. The
committee of State Finance Ministers, however, only released its First
Discussion Paper on the tax regime in November, 2009.
The new tax regime finally came into effect on July 1, 2017. Here is a look at
the timeline of ‘one nation, one tax’ system:
2000: The Vajpayee Government begins talks on GST. An empowered
committee is set up, headed by Asim Dasgupta, Finance Minister of the
West Bengal Government.
2003: A task force is formed under Vijay Kelkar to suggest tax reforms.
2004: Vijay Kelkar recommends replacing the existing tax regime with
GST.
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2006: In Budget 2006-07, Union Finance Minister Shri P. Chidambaram
proposed implementation of Goods and Services Tax (GST) by April 1,
2010.
2008: The Empowered Committee hands over a report on the roadmap of
GST in the country.
2009: The committee presents a discussion paper on GST, welcoming
debate. Finance Minister Pranab Mukherjee announces the basic
structure of GST.
2010: Finance Ministry commences mission-mode computerization of
commercial taxes in states. GST postponed to April 1, 2011.
2011: Congress party introduces Constitution (115th Amendment) Bill to
implement GST. After protests by the opposition, the Bill is passed to a
Standing Committee.
2012: Meetings held with state finance ministers. Deadline for issues to
be resolved set at 31st December 2012.
2013: In his Budget speech, Chidambaram, makes provision for Rs.
9,000 crores to compensate states for losses suffered due to GST.
2014: Standing Committee clears GST Bill, however, lapses as Lok
Sabha

dissolves.

Finance

Minister,

Arun

Jaitley,

introduces

the

Constitution (122nd) Amendment Bill at the Lok Sabha.
2015: New deadline for rollout of the new tax regime set as April 1, 2016.
GST bill passed in Lok Sabha, but not Rajya Sabha.
2016: Rajya Sabha passes the Constitution Amendment Bill. GST
Council agrees on four slab tax structure (5%, 12%, 18% & 28%) along
with an added cess for luxury as well as sin goods.
2017: Final GST implemented on July 1, 2017. Four supplementary GST
bills passed.
GST BILL
The GST Bill is officially referred to as The Constitution (One Hundred Twenty
Second Amendment) Act, 2016. The bill has been aimed at creating an
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integrated market and subsuming most of the indirect taxes like services tax,
central excise, vat, entertainment, luxury, lottery tax, cess implied on goods
and services and surcharge etc., into a single integrated tax.
Some of the noteworthy points concerning the GST bill are as under:
GST is a uniform indirect tax, levied on goods and services produced in
and imported into a country. India has four GST rate structure - 5%,
12%, 18% and 28%.
State Tax GST has replaced taxes on advertisements, entertainment &
amusement tax and luxury tax, among others.
Central Taxes GST has subsumed service tax, central excise duty and
additional duties of excise (goods of special importance), among others.
One of the primary objectives behind the implementation of GST is to
eliminate the cascading effects of tax.

4. GST VS CURRENT INDIRECT TAX STRUCTURE
To understand GST, it is important that we understand the current indirect
taxation system. Direct taxes such as income tax are borne by the person liable
to pay the tax; this means that the tax burden cannot be shifted to anyone
else7. The liability of the indirect taxes on the other hand, can be shifted to
another person. So, the person liable to pay the tax can collect the tax from
someone else and then pay it to the government; thus, shifting the tax burden.
The GST tax falls in this category.
The current indirect tax structure, which comprises of so many different taxes,
can be classified as8: -

Available On h�p://www.gs�ndiaexpert.com/Home/GSTAr�clesView/decoding-gsts-future-course-in-india2018121010385 (Visited on 04.04.2019 at 4:00 pm)
8
Supra Note 4
7
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1) Central Goods and Services Tax (CGST)
CGST is the GST levied by the Central Government of India on the transaction
of goods and services with a state or Union Territory. CGST replaces other
central taxes like – Central Excise Duty, Central Sales Tax, Custom Duty and
SAD (Special Additional Duty) Tax.
2) State Goods and Services Tax (SGST)
SGST is the GST levied by state on transactions of goods and services within
the state. It is one of the two taxes levied within a state, other being the CGST.
State GST replaces the state levied taxes – Value Added Tax, Luxury Tax, Entry
Tax, Entertainment Tax etc. The revenue thus collected under the SGST is
solely claimed by the respective state government.
3) Integrated Goods and Services Tax (IGST)
While CGST and SGST are the GST levied on intrastate (within the state)
transactions of goods and services; IGST stands for the GST levied on the
interstate (between two states) transaction of goods and services. However,
IGST is collected by the central government and reimbursed later to the
respective state.
4) Union Territories Goods and Services Tax (UTGST)
UTGST is the GST levied on the transaction of goods and services in these five
Union Territories of India – Andaman and Nicobar Islands, Daman and Diu,
Dadra and Nagar Haveli, Chandigarh and Lakshadweep. Total GST levied in a
Union Territory is the sum of CGST and UTGST. State GST isn’t applicable to
UTs, as it would require a legislature. Union Territories of Delhi and
Pondicherry rather have SGST, because they have their own legislature.
5. WHY IS GST A BIG DEAL?
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GST is a comprehensive, multi-stage, destination-based consumption tax
on levied at every stage of value addition in the lifecycle of a product. To
understand this better, let us look at each of the terms in detail:
Comprehensive: GST will subsume all of the current indirect taxes. Plus, by
bringing in a unified taxation system, across the country, it will ensure that
there is no more arbitrariness in tax rates. Multi-stage: GST is levied each
stage in the supply chain, where a transaction takes place.
Value-addition: This is the process of addition to the value of a product/
service at each stage of its production, exclusive of initial costs. Under GST, the
tax is levied only on the value added. This is done through,
Destination-based consumption: Unlike the current indirect taxes, GST will
be collected at the point of consumption. The taxing authority with appropriate
jurisdiction in the place where the goods/ services are finally consumed will
collect the tax.
For example: Let’s say that cotton garments are being shipped from Karnataka
to Maharashtra. Karnataka is the producer state and Maharashtra is the
consumer state. Tax revenue under GST.
Let’s understand how this will impact imports and exports. Exports are not
taxable, because the place of consumption is outside India. Imports are
taxable, because the place of consumption is in India. The tax on imported
goods will therefore be just the same as domestically produced goods. Imports
would be costlier because of additional custom duties. Thus, the export
industry will become more competitive. Also, domestic goods will be protected
by making imports at par with domestic goods.
6. WHEN IS TAX LEVIED?
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A taxable event such as manufacture, sale and provision of a good has to occur
for tax to be collected. Under the current system, each taxable event is subject
to multiple taxes such as excise, VAT/ CST and service tax. But under GST,
products will no longer have multiple taxes, and will not incur excise duty as
well as VAT at different points of time. There will no longer be any difference
between goods and services in terms of taxation. An example of this is when we
go out to eat at a restaurant. Earlier, the customer paid both VAT and service
tax on a single bill, but after GST is implemented there will be a single tax
charge on the bill amount.
7. HOW IS GST CALCULATED?
The current GST rates in India are 5%, 12%, 18% and 28%. Businesses,
wholesalers, manufacturers and retailers can ascertain their GST amount by
using the below formula:
GST Calculation: Add GST:
GST Amount = (Original Cost x GST%)/100
Net Price = Original Cost + GST Amount
Remove GST:
GST Amount = Original Cost - [Original Cost x {100/(100+GST%)}]
Net Price = Original Cost - GST Amount
To understand how this works, consider this example: A product is being sold
at Rs. 400 and the GST rate on it is 18%. The gross amount of the product will
be 400 + (400 x (18/100) = Rs. 472.
A number of tax calculators are available across different portals that can help
you find out the GST. Some of the details that you will be required to input for
calculating the GST are return filing month, due date of filing return for the
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month, filing date, total tax liability during the month and purchases where
reverse charge mechanism is applicable.
8. REGISTRATION UNDER GST
Now that we know the basics of GST calculation, the process Important Points
to Remember when of ITC claims and filing of returns, let us look at how a
taxpayer can register for GST. If you meet any of the conditions listed below,
you should obtain your GST registration when the enrollment reopens again
[GST is expected to apply from 1st July 2017]:
1. Your aggregate turnover in a financial year exceeds INR 20 lakhs
(INR 10 lakhs for Special category states)
2. If your turnover includes supply of only those goods/services
which are exempt under GST, this clause does not apply
To calculate this threshold, your turnover should include the aggregate value of
all taxable supplies, exempt supplies, export of goods and/or services and
inter-state supplies of a person having the same PAN9.
Important Points to Remember when10:
Every person who is registered under an earlier law will take registration
under GST too.
Where a business which is registered has been transferred to someone,
the transferee shall take registration with effect from the date of transfer.
Registration is mandatory for anyone who makes inter-state supply of
goods and/or services.
Registration is mandatory for:
1. Casual Taxable Person
2. Non-Resident Taxable Person
9

Supra Note 6.
Available at h�ps://www.gst.gov.in/help/helpmodules/ (Visited on 07.04.2019 at 04:00 PM)

10
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Agents of a supplier

4. Taxpayers paying tax under reverse charge mechanism
5. Input Service Distributors
6. E-commerce operator or aggregator and their suppliers
7. Person supplying online information and database access or retrieval

services from a place outside India to a person in India, other than a
registered taxable person
9. GST RETURNS: HOW & WHEN TO FILE THEM?
A return is a document that a taxpayer is required to file as per the law with
the tax administrative authorities. Under the GST law, a normal taxpayer will
be required to furnish three returns monthly and one annual return. Similarly,
there are separate returns for a taxpayer registered under the composition
scheme, taxpayer registered as an Input Service Distributor, a person liable to
deduct or collect the tax (TDS/ TCS). In the table below, we have provided
details of all the returns which are required to be filed under the GST Law11.
RETURN

WHAT TO FILE?

BY WHOM?

BY WHEN?

FORM
GST R-1

Details of outward supplies of Registered Tax 10th
taxable

goods

or

services Supplier

of

next

month

effected
GST R-2

Details of inward supplies of Registered
taxable

goods

effected

claiming

or

services Recipient

input

tax 15th of the next
month

tax

credit

11

ibid
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Monthly return on the basis of Registered

20th of the next

finalization

month

of

details

of Taxable Person

outward supplies and inward
supplies

along

with

the

payment of amount of tax.
GST R-4

Quarterly

return

for Composition

compounding taxable person.

Supplier

18th of month
succeeding
quarter

GST R-5

Return

for

Non-Resident Non-Resident

foreign taxable person
GST R-6

Return

for

Taxable Person

Input

Service Input

Distributor
GST R-7

GST R-8

Return

month

Service 13th of the next

Distributor
for

20th of the next

authorities Tax Deductor

month
15th of the next

deducting tax at source

month

Monthly return on the basis of Registered

20th of the next

finalization

month

of

details

of Taxable Person

outward supplies and inward
supplies

along

with

the

payment of amount of tax.
GST R-9

Details

of

supplies

effected E-commerce

through e-commerce operator Operator/Tax
and

the

amount

of

10th of the next
month

tax Collector

collected
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Non-Resident Non-Resident

20th of the next

foreign taxable person

Taxable Person

Final Return

Taxable person Within
whose

month

months

three
of

the

registration has date

of

been

or

cancellation

surrendered or date
cancelled.

of

cancellation
order, whichever
is later

GST R-12

Details of inward supplies to Person
be

furnished

having UIN

by

a

person UIN

having 28th

of

the

and month following

claiming refund the

month

for

which statement
is filed

All these returns are required to be filed digitally online through a common
portal to be provided by GSTN, non-government, private limited company
promoted by the central and state governments with the specific mandate to
build the IT infrastructure and the services required for implementing Goods
and Services Tax (GST)12.
10. WHAT IS GSTIN?
For any dealer registered under state VAT law, a unique TIN number is issued
by the state tax authorities. A service provider is assigned a service tax
Available At h�ps://taxguru.in/category/goods-and-service-tax/ (Visited on 09.04.2019 at 11:00 PM)

12
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registration number by the Central Board of Excise and Custom (CBEC). Going
forward, in the new GST regime, all these taxpayers will get consolidated
into one single platform for compliance and administration purposes and
will be assigned registration under a single authority. The government has set
up GSTN–a special purpose vehicle to provide the IT infrastructure necessary
to support GST digitally13. All of these businesses will be assigned a unique
Goods and Services Tax Identification Number (GSTIN). But most are yet
not aware of the new registration process and the identification number14.
Proposed GST Identification Number:
Here’s a complete break-up of the proposed GST Identification Number. Each
taxpayer will be allotted a state-wise PAN based 15-digit Goods and Services
Taxpayer Identification Number (GSTIN)15.
The first two digits of this number will represent the state code as per
Indian Census 2011.
The next ten digits will be the PAN number of the taxpayer.
The thirteenth digit will be assigned based on the number of registrations
within a state.
The fourteenth digit will be Z by default.
The last digit will be for check code.
11. SIGNIFICANCE OF GST IN INDIA
Goods and Services Tax is an essential indirect tax reform in India. Before GST,
India had many indirect taxes levied respectively by both central and state

Ibid
Available At h�ps://cleartax.in/s/what-is-gstn (Visited on 10.04.2019 at 01:00 PM)
15
ibid
13
14
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governments, resulting in high amount of taxes also requiring high amount of
resources for their collection and maintaining records16.
Integration of both central and state taxes into one, will forego many
adversities of previous tax system i.e. multiple taxations, cascading, loss of
time and resources etc. Besides, GST considers whole of India as one unified
market, consequently promoting foreign investment.
By eliminating the cascading of tax at various levels, GST makes the goods
cheaper for the registered dealers as well as the end consumer consequently
leading to economic growth of the nation. India is a developing nation, still
struggling with the issue of unemployment. GST is expected to create new
employment opportunities in the field of taxation and accountancy along with
vacancies in the manufacturing sector.
A centralized GST has resulted in elimination of various check posts during the
interstate transportation of goods. The travel time of interstate goods transport
vehicles have reduced considerably by 20% due to the absence check posts.
Also, the multi-party involvement in GST will improve the compliance level.
The key advantages of GST implementation are as under:
Creation of a unified common market.
Tax structure simplified with lesser exemptions.
Eliminates cascading effect of tax. Consumer gets the end-product at
cheaper rates.
Taxpayers will have a common portal (GSTN).
Helps build a transparent tax administration.
Uniformity in SGST and IGST rates reduces tax evasion to a large extent.
Buying input goods and services for production from other states
becomes cheaper.
Boost to the economy in the long run. Increased supply and demand of
goods and services.
Available at h�ps://www.businessinsider.in/topic/GST (visited on 11.04.2019 at 02:00 PM)

16
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A uniform Goods and Services Tax replaces other central and state indirect
taxes like – VAT (Value Added Tax), CENVAT (Central Value Added Tax), excise
tax, customs tax, state excise tax etc. In a way, the GST has integrated the
central and state taxation system into one uniform tax regime. In a layman’s
term, the manufacturers and suppliers of a particular product, now have to
pay a uniform tax throughout India.
12. CONCLUSION: The main reason for GST is to bring whole India under one uniform tax regime.
It has reduced the unnecessary tax burden of different state and central taxes,
on the dealers and has made the goods cheaper for both the stakeholders and
the consumer.
GST will lead to a more transparent and corruption free taxation system. The
GST is formulated in such a way, so that it benefits both the businesses and
the consumers. India needed a better tax reform on indirect tax like the Goods
and Services Tax. GST places India at a better place to negotiate in
international market. Also, by bringing SMEs (Small and Medium Enterprises)
and other organized sector, under its gambit, GST leads to a more stable
Indian industrial sector and an improved economy.

Page | 61

