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Abstract:  

The GST (Goods and Service Tax) is a Value added Tax (VAT) and is proposed to be a 

comprehensive indirect tax levy on manufacture, sale and consumption of goods as well as 

services at the national level. It will replace all indirect taxes levied on goods and services by the 

Indian Central and State governments. It is aimed at being comprehensive for most goods and 

services. The 122ndConstitution Amendment Bill for Goods and Services Tax (GST) has been 

approved by The President of India post its passage in the Parliament (Rajya Sabha on 3 August 

2016 and Lok Sabha on 8 August 2016) and ratification by more than 50 percent of state 

legislatures. The Government of India is committed to replace all the indirect taxes levied on 

goods and services by the Centre and States and implement GST by April 2017.With GST, it is 

anticipated that the tax base will be wide -ranging, as virtually all goods and services will be 

taxable, with minimum exemptions. GST will be a game changing reform for the Indian 

economy by creating a common Indian market and reducing the cascading effect of tax on the 

cost of goods and services. It will impact the tax structure, tax incidence, tax computation, tax 

payment, compliance, credit utilization and reporting, leading to a complete overhaul of the 

current indirect tax system. GST will have a far-reaching impact on almost all the aspects of the 

business operations in the country, for instance, pricing of products and services, supply chain 

optimization, IT, accounting, and tax compliance systems. 

Keywords: GST:- Goods and Services Tax, VAT:- Value Added Tax; CGST: - Central Goods 

Service Tax; SGST: - State Goods Service Tax; IGST:- Integrated Goods and Service Tax 

 

Objectives: 



To critically examine GST and its implementation 

To identify various issues and challenges related to GST 

 

Research Methodology 

This is a simple descriptive research, conceptual based study with secondary data used from 

Draft GST and IGST Model available on various tax department and finance ministry sites. 

 

Literature Review: 

Girish Garg, (2014) - ―Basic Concepts and Features of Good and Service Tax in India‖, it is 

found that GST is the most logical steps towards the comprehensive indirect tax reform in our 

country since independence. GST will create a single, integrated Indian market to make the 

economy stronger. Under GST, the taxation burden will be divided equitably between 

manufacturing and services, through a lower tax rate by increasing the tax base and minimizing 

exemptions. Through this it is likely to improve tax collections and Boost India‘s economic 

development by breaking tax barriers between States and integrating India through a uniform tax 

rate. 

Pinki, Supriya Kamna & RichaVerma (2014) Goods and Service Tax -Panacea for Indirect 

Tax System in India‖ it is found that the GST is India‘s most ambitious indirect tax reform plan, 

which aims at removing the cascading effect of tax. The movement of GST was declared in 2008 

and supposed to be in force by 2010. Due to various reasons it could not be in force. GST has 

been implemented in more than 150 countries which will leads to economic growth of the 

country. 

Syed Mohd Ali Taqvi (2013) ―Challenges and Opportunities of Goods and Service Tax in 

India‖ the researcher explains the GST is only indirect tax that directly affect all sectors and 

sections of our country. It is aiming at creating a single, unified market that will benefit both 

corporates and economy. He also explains the proposed GST model will be implemented parallel 

by the central and state governments as Central GST and State GST respectively. 

Jana V. M., Sarma & V Bhaskar (2012) ―A Road Map for implementation of Goods and 

Service Tax‖, from the study it is found that the steps to be undertaken to implement the 



comprehensive tax system i.e., GST. The author shave thrown light on the constitutional 

amendment required for the implementation of GST in India. 124 Introducing GST and Its 

Impact on Indian Economy 

Beri Yogita (2012) ―Problems and Prospects of Goods and Services Tax (GST) in India‖ in this 

article the author say that India has witnessed with number of tax reforms since Independence. 

The implementation of GST will become major indirect reform in India though is subsumes 

many existing indirect taxes like central excise duty, customs duty, service tax, additional duties 

etc. by implementation of GST there will be levy of central taxes both on goods and services 

which integrates and widen the tax base. 

Dr. R. Vasanthagopal, (2011) ―GST in India: A Big Leap in the Indirect Taxation System‖, 

found that the positive impacts are dependent on a neutral and rational design of the GST. 

Balancing the conflicting interests of various stakeholders, complete political commitment for a 

fundamental tax reform with a constitutional amendment, the method of valuation for levying the 

tax is to be required. 

Govinda Rao (2009) ―Goods and Service Tax – Some progress towards clarity‖ the author in his 

article express his views on the first empowered committee report of state finance ministers of 

Goods and Service tax to be implemented in India. He also explains salient features, 

shortcomings of the proposed GST. He suggests that the proposed GST model should overcome 

the shortcomings of VAT system. He also throws light on the challenges faced in the 

implementation of GST in India. 

 

1 Introduction:  

 

1.1 What is GST? 

GST is a comprehensive indirect tax on manufacture, sale and consumption of goods and 

services at national level. One of the biggest taxation reforms in India the (GST) is all set to 

integrate State economies and boost overall growth. Currently, companies and businesses pay lot 

of indirect taxes such as VAT, service tax, sales tax, entertainment tax, octroi and luxury tax. 

Once GST is implemented, all these taxes would cease to exist. There would be only one tax, 

that too at the national level, monitored by the central government. GST is also different in the 

way it is levied — at the final point of consumption and not at the manufacturing stage. At 



present, separate tax rates are applied to goods and services. Under GST, there would be only 

one tax rate for both goods and services. The goods and services Tax will indeed be a further 

significant improvement towards a comprehensive indirect tax reforms in the country. 

Integration of goods and services taxation would give India a world class tax system and 

improve tax collections. It would end distortions of differential treatments of manufacturing and 

service sector. GST is expected to create a business friendly environment, as price levels and 

hence inflation rates would come down overtime as a uniform tax rate is applied. It will also 

improve government‘s fiscal health as the tax collection system would become more transparent, 

making tax evasion difficult. The GST is expected to replace all the indirect taxes in India. At the 

Centre‘s level, GST will replace central excise duty, service tax and customs duties. At the state 

level, the GST will replace State VAT. 

 

1.2Working Mechanism of GST and how cascading effect is 

Avoided GST is one indirect tax for the whole nation, which will make India one unified 

common market. GST is a single tax on the supply of goods and services, right from the 

manufacturer to the consumer. Credits of input taxes paid at each stage will be available in the 

subsequent stage of value addition, which makes GST essentially a tax only on value addition at 

each stage. The final consumer will thus bear only the GST charged by the last dealer in the 

supply chain, with set-off benefits at all the previous stages. There are two components of GST – 

Central GST (CGST) and State GST (SGST). Both Centre and States will simultaneously levy 

GST across the value chain. Tax will be levied on every supply of goods and services. Centre 

would levy and collect Central Goods and Services Tax (CGST), and States would levy and 

collect the State Goods and Services Tax (SGST) on all transactions within a State. The input tax 

credit of CGST would be available for discharging the CGST liability on the output at each 

stage. Similarly, the credit of SGST paid on inputs would be allowed for paying the SGST on 

output. No cross utilization of credit would be permitted. The Central GST and the State GST 

would be levied 

Simultaneously on every transaction of supply of goods and services except on exempted goods 

and services, goods which are outside the purview of GST and the transactions which are below 

the prescribed threshold limits. Further, both would be levied on the same price or value unlike 

State VAT which is levied on the value of the goods inclusive of Central Excise. Cross 



utilization of credit of CGST between goods and services would be allowed. Similarly, the 

facility of cross utilization of credit will be available in case of SGST. However, the cross 

utilization of CGST and SGST would not be allowed except in the case of inter-State supply of 

goods and services under the IGST model. In case of inter-State transactions, the Centre would 

levy and collect the Integrated Goods and Services Tax (IGST) on all inter-State supplies of 

goods and services under Article 269A(1) of the Constitution. The IGST would roughly be equal 

to CGST plus SGST. The IGST mechanism has been designed to ensure seamless flow of input 

tax credit from one State to another. The inter-State seller would pay IGST on the sale of his 

goods to the Central Government after adjusting credit of IGST, CGST and SGST on his 

purchases (in that order). The exporting State will transfer to the Centre the credit of SGST used 

in payment of IGST. The importing dealer will claim credit of IGST while discharging his output 

tax liability (both CGST and SGST) in his own State. The Centre will transfer to the importing 

State the credit of IGST used in payment of SGST. Since GST is a destination-based tax, all 

SGST on the final product will ordinarily accrue to the consuming State. One of the primary 

goals of a taxation regime is always avoidance of ―taxation over taxes‖ or ―cascading-effect‖ of 

the incident taxes as it adds to the deadweight loss i.e. slump in total surplus of supply chain 

consisting of supplier, manufacturer, retailer and consumer. These cascading caused due to levy 

of variety of charges by state and union governments has raised the tax-burden on Indian 

products and made them less competitive in the International market. The vast- sizes of 

corporate-taxes owe much to this taxation structure and have led to adoption of tax-evasive 

practices. The common man finds himself strangled in disentangling an impossible knot of 

multiple tax-rates, laws and elaborate processes and often fails to comply with these complex 

legislations. The extra tax paid due to taxation of the already taxed amount is finally bore by the 

end consumer which is common man and strikes them badly in addition-to inflation Cascading 

effect of indirect tax can be understood with effect of following e.g. Manufacturer ‗ X‘ sales an 

item to ‗Y‘ from Lucknow to Pune. The value of Goods is Rs. 250000/- On this say X has to 

charge CENVAT of 14.50% which will work out to Rs. 36250/- and X has to also charge CST @ 

2% which will be Rs.5725/- of the total value of Rs. 286250/-(i.e. Rs. 250000+ Rs.36250) now 

this is a case of cascading effect as Rs.725/-is tax on tax out of Rs. 5725/ of CST levied. Such 

situations will be avoided in case of GST which is clear from the following example. Suppose 

Mr. ‗X‘ sells goods to Mr. ‗Y‘ for Rs. 100 on which10% SGST & 10% CGST is levied they both 



are in same state i.e. State A. In this case total tax collected is Rs. 20 (i.e. Rs10SGST & Rs. 10 

CGST) Total invoice of Mr. of Mr. X will beRs.120/-.Now if Mr. ‗Y‘ sells these goods to Mr. 

‗Z‘ for Rs. 200/- in another state i.e. State B in this case an IGST of 20% is levied which 

amounts to Rs. 40/- total invoice Rs. 240/- out of which Rs. 10 SGST & Rs. 10 CGST has 

already been paid credit input will be given in this case of Rs.20/-.Now if Mr. Z sells the goods 

to the ultimate consumer for Rs.300/- and 10% SGST & 10% CGST is levied which will make 

the total invoice of Rs.360/-. In this case total SGST paid will be Rs. 30/- less Rs. 10/- (IGST) = 

Rs. 20/- . Total CGST to be paid in this case will be Rs. 30/- less Rs. 30/- (CGST) = Rs. 0/-Thus 

in whole process the total tax collected at state level through SGST is Rs. 30/- (Rs.10/- state ‗A‘ 

Rs.20/- state ‗B‘) Total tax collected at central level through CGST is Rs. 30/-(Rs. 10/- from 

state‗A‘ and Rs. 20/- through IGST). Thus making total tax collected Rs. 60/- till the goods reach 

the final consumer. 

 

1.3 Implementation process of GST 

For the implementation of GST in the country, the Central and State Governments have jointly 

registered Goods and Services Tax Network (GSTN) as a not-for-profit, Non-Government 

Company to provide shared IT infrastructure and services to Central and State Governments, tax 

payers and other stake holders. The key objectives of GSTN are to provide a standard and 

uniform interface to the taxpayers, and shared infrastructure and services to Central and State/UT 

governments. GSTN is working on developing a state-of-the-art comprehensive IT infrastructure 

including the common GST portal providing frontend services of registration, returns and 

payments to all taxpayers, as well as the backend IT modules for certain States that include 

processing of returns, registrations, audits, assessments, appeals, etc. All States, accounting 

authorities, RBI and banks, are also preparing their IT infrastructure for the administration of 

GST. There would no manual filing of returns. All taxes can also be paid online. All mismatched 

returns would be auto- generated, and there would be no need for manual interventions. Most 

returns would be self-assessed. 

 

 

1.4 Time Line of GST 



1986 FM Vishwanath Pratap Singh proposes a major overhaul of the excise taxation structure in the 

budget for 1986-87. 

2000 PM Atal Bihari Vajpyee introduces the concept, sets up a committee to design a GST model. 

2003 The Vajpayee government forms a task force  to recommend tax reforms 

2004 Vijay Kelkar, then advisor to the Finance Ministry, recommends GST to replace the existing tax 

regime. 

2006 GST appears in the Budget speech for the first time; FM P Chidambaram  said that the Empowered 

Committee of finance ministers will prepare a road map for GST. 

2008  Committee submits a report titled ‗A Model and Roadmap Goods and Services Tax (GST) in India‘ 

to the government 

2009 FM  announces basic structure of GST as designed by Dasgupta committee; retains 2010 deadline. 

BJP opposes GST basic structure. 

2010 Finance Ministry starts mission-mode computerisation of commercial taxes in states, to lay the 

foundation for GST rollout. 

Pranab Mukherjee defers GST to April 1, 2011 

2011 UPA-II tables 115th Constitution Amendment Bill in the Lok Sabha for bringing GST 

GST Bill referred to Parliamentary Standing Committee on Finance led by Yashwant Sinha. 

2012 Finance Minister P Chidambaram holds meetings with state finance ministers; decides to resolve all 

issues by December 31, 2012 for GST rollout. 

2013 Declaring UPA government‘s resolve to introducing GST, Chidambaram in his Budget speech makes 

provision for Rs. 9,000 crore to compensate states for losses incurred because of GST 

Parliamentary standing committee submits report to Parliament suggesting improvements on GST. 

GST Bill gets ready for introduction in Parliament. 

 Gujarat Chief Minister Narendra Modi opposes GST Bill saying state would incur losses 

worth Rs. 14,000 crore every year due to GST 

2014 GST Bill cleared by Standing Committee lapses as Lok Sabha dissolves; BJP-led NDA government 

comes to power. 

Cabinet approves 122nd Constitution Amendment Bill to GST. 

Finance Minister Arun Jaitley introduces the Constitution (122nd) Amendment Bill in the Lok 

Sabha; Congress objects. 

2015 Jaitley sets April 1, 2016 as deadline for GST rollout. 

The GST Bill forwarded to joint committee of Rajya Sabha and Lok Sabha. 

Government fails to win the support of Opposition to pass the bill in the Rajya Sabha where it lacks 

sufficient numbers. 

2016 Centre opposes capping GST rate at 18%; gets states around. 

Congress, BJP agree to pass the Constitution Amendment Bill. 

 Rajya Sabha passes the Constitution Amendment Bill by two-thirds majority 

Council agrees on four slab tax structure of 5, 12, 18 and 28 % along with an additional cess on 

luxury and sin goods. 

2017 GST Council approves CGST and Integrated-GST bills. 

Cabinet approved CGST, IGST and UT GST and Compensation bills 

All states except Jammu and Kashmir pass SGST law 



June 30 Midnight: GST set to rollout. 

 

1.5 Exclusions in GST 

Following products are excluded from GST 

 

Beverages 

 

 

2.1 Benefits of GST: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

To trade To Consumers 

        Reduction in 

multiplicity of taxes  

        Simpler Tax system  

  

        Mitigation of 

cascading/ double taxation 

  

        Reduction in prices of 

goods & services due to 

elimination of cascading  

        More efficient 

neutralization of taxes 

especially for exports 

        Uniform prices 

throughout the country  

        Development of 

common national market  

        Transparency in 

taxation system  

        Simpler tax regime         Increase in 

employment opportunities 

        Fewer rates and 

exemptions 

  

        Distinction between 

Goods & Services no 

longer required 

  



2.2 Other Benefits of Goods and Services Tax: 

2.2.1 Removing cascading tax effect 

An important benefit of the introduction of GST will be the removal of the cascading tax effect. 

In simple words, ―cascading tax effect‖ means a tax on tax. 

Under the current regime, the service tax paid on input services cannot be set off against output 

VAT. Under GST, the input tax credit can be availed smoothly across the spectrum of goods and 

services, thus reducing the tax burden on the end user and removing cascading effect. 

Let‘s take the following example to understand how removing the cascading effect will reduce 

taxes. 

A trader buys office supplies for Rs. 20,000 paying 5% as tax. It charges 15% service tax on 

services of Rs. 50,000. Currently, he has to pay Rs. 50,000*15% = Rs. 7,500 without getting any 

deduction of Rs. 1,000 VAT already paid on stationery. 

2.2.2 Under GST (assuming GST= 18%) 

GST on service of Rs. 50,000 @18% 9,000 

Less: GST on office supplies (20,000*18%) 3,600 

Net GST to pay 5,400 

This will be especially beneficial to industries that involve both goods and services (like 

restaurant business) and pay both VAT & Service Tax under the current regime. 

2.2.3 Higher threshold for registration 

Tax Threshold Limits 

Excise 1.5 crores 

VAT 5 lakhs in most states 



Service Tax 10 lakhs 

GST 20 lakhs (10 lakhs for NE states) 

As per the current VAT structure, any business with a turnover of more than Rs. 5 lakh (in most 

states) is liable to pay VAT (different rates in different states). Similarly, for service tax, service 

providers with turnover less than Rs. 10 lakhs are exempted. 

Under GST this threshold has been increased to Rs. 20 lakhs thus exempting many small traders 

and service providers. 

2.2.4 Composition scheme for small businesses 

GST also has an optional scheme of lower taxes for small businesses with turnover between Rs. 

20 to 50 lakhs. It is called the composition scheme. It has now been proposed to be increased to 

75 lakhs.  This will bring respite from tax burdens to many small businesses.  

2.2.5 Simpler online procedure under GST 

The entire GST process – starting from registration to filing returns and payment of GST tax – is 

online. Startups do not have to run around to tax offices to get various registrations under excise, 

VAT, service tax. 

2.2.6 Lesser number of compliances 

Also, the current tax regime has excise VAT and service tax, each of which has their own returns 

and compliances. 

Tax Return filing 

Excise Monthly 

Service 

tax 
Proprietorship/Partnership- Quarterly 



Company/LLP- Monthly 

VAT 

Different for different states 

Some states require monthly returns over a threshold limit. Some states like Karnataka 

require a monthly return 

GST will unify all these, thereby reducing the number of returns and the time spent for tax 

compliances. There are about 11 returns under GST, out of which 4 are basic returns which apply 

to all taxable persons under GST. There are fears that the number of returns will increase after 

GST. But the main GSTR-1 will be manually populated. But GSTR-2, GSTR-3, GSTR-4 will be 

auto-populated. 

2.2.7 Defined treatment for e-commerce  

Many Indian businesses provide goods and services through the internet. Earlier, there were no 

specific provisions for treatment of the e-commerce sector. Currently, states have variable VAT 

laws for this sector. For example, online websites (like Flipkart and Amazon) delivering to Uttar 

Pradesh has to file a VAT declaration and the registration number of the delivery truck. Tax 

authorities can sometimes seize goods when there is a failure to produce documents. 

Again, these e-com brands are treated as facilitators or mediators by states like Kerala, 

Rajasthan, and West Bengal which do not require them to register for VAT. 

All these differential treatments and confusing compliances will be removed under GST. For the 

first time, GST clearly maps out the provisions applicable to the e-commerce sector and since 

these will apply all over India, there should be no complication regarding inter-state movement 

of goods anymore. 

2.2.8 Increased efficiency in logistics 

The logistics industry in India had to maintain multiple warehouses across states to avoid the 

current CST and state entry taxes on inter-state movement. Most of the times, these warehouses 

were forced to operate below their capacity thus increasing their operating costs. 



When GST goes live, these restrictions on inter-state movement of goods will be lessened and 

the logistics sector might start consolidating warehouses across the country. As an outcome of 

GST, warehouse operators and e-commerce players have already shown interest in setting up 

their warehouses at strategic locations such as Nagpur, which is the zero-mile city of India, 

instead of every other city on their delivery route. 

Reduction in unnecessary logistics costs will increase profits for businesses involved in supply of 

goods through transportation. 

2.2.9 Regulating the unorganized sector  

Certain industries in India like construction and textile are largely unregulated and unorganized. 

GST has provisions for online compliances and payments, and availing of input credit only when 

the supplier has accepted the amount, thereby bringing accountability and regulation to these 

industries.  

3. Challenges of GST 

 3.1 Challenges that Businesses Need To Overcome under GST Regime 

There are some obvious challenges for businesses and end consumers which we will discuss in 

detail here. 

3.1.1 Change in Business Software 

Most businesses use accounting software or ERPs for filing tax returns which have excise, VAT, 

and service tax already incorporated in them. The transition to GST will require businesses to 

change their ERPs, too; either by upgrading the software or by purchasing new GST-compliant 

software. This will lead to increased costs of buying new software and training employees on 

how to use it. 

Clear Tax is the first company in India to launch a ready-to-use GST software. It is currently 

available at reduced prices for SMEs, to help them to transit to GST to smoothly. To ease the 

https://cleartax.in/gst


pain of the people, it doesn‘t require you to update the existing software and provide free 

services for first 3 months. 

3.1.2 GST Compliance 

SMEs are still not completely aware of the nuances of the new tax regime. Changing over to a 

completely new system of taxation requires understanding of the minutiae, which businesses lack 

right now. Most of them are worried about filing timely returns, but it is important to note that 

even before businesses can reach the filing stage they have to issue GST-compliant invoices. For 

a traditionally pen-and-paper economy like India, this change to digital record-keeping is going 

to be massive. Invoices after 1st July will need to be GST-compliant with all details such as 

GSTIN, place of supply, HSN code etc. as mandated by the law.  

The web application, which is available for free on their site, is an easy solution to this problem. 

It will help every business issue GST-compliant invoices to their customers. These same invoices 

can then be used for return filing through the Clear Tax platform.   

3.1.3 Increase in Operating Costs 

Most small businesses in India do not employ tax professionals, and have traditionally preferred 

to pay taxes and file returns on their own to save costs. However, they will require professional 

assistance to become GST compliant as it is a completely new system. While this will benefit the 

professionals, the small businesses will have to bear the additional cost of hiring experts. 

Also, businesses will need to train their employees in GST compliance, further increasing their 

overhead expenses. 

3.1.4 Policy Change during the Middle of the Year 

GST will go live three months into the financial year 2017-18. So, for FY 2017-18, business will 

follow the old tax structure for the first 3 months, and GST for the rest of the time. It is 

impossible to cross over from one tax structure to the other in just a day, and hence businesses 

will end up running both tax systems in parallel, which might result in confusion and compliance 

issues. 



3.1.5 Online Procedure 

GST compliance, return filing and payments all have to be done online. Many small businesses 

are not tech-savvy and do not have the resources for fully computerized compliance. Even as the 

rest of the nation gets ready to go digital, businesses in small cities across India face a huge 

technology problem in the days ahead. ate all your invoices 

Cloud-based software like the Clear Tax GST software could be an answer to this problem. This 

does not require any downloads, and the process for return filing on Clear Tax GST is very 

simple. Business owners need only upload their invoices, and the software will populate the 

return forms automatically with the information from the invoices. Any errors in invoices will be 

clearly identified by the software in real-time thus increasing efficiency and timeliness.  

3.1.6 Higher Tax Burden for Manufacturing SMEs  

Small businesses in the manufacturing sector will not have it easy in the GST regime. Under the 

excise laws, only manufacturing business with a turnover exceeding Rs. 1.50 crores had to pay 

excise duty. Whereas, under GST the turnover limit has been reduced to Rs. 20 lakh, thus 

increasing the tax burden for many manufacturing SMEs. However, SMEs with a turnover of up 

to 75 lakhs can opt for the composition scheme and pay only 1% tax on turnover in lieu of GST 

and enjoy lesser compliances. The catch though is these businesses will then not be able to claim 

any input tax credit. The decision to choose between higher taxes or the composition scheme 

(and thereby no ITC) will be a tough one for many SMEs. 

3.1.7 No Clarity on Tax Holidays 

Many manufacturers (textile, pharmaceutical, FMCG industries) enjoy tax holidays and state 

benefit schemes. There is still no notification regarding these benefits. This will mean increased 

costs for these industries, which will probably be passed on to the end consumers. 

3.1.8 Disruption to Business  

Cloth merchants (unorganized) are going on strike to protest against GST. Eateries and drug 

shops in Chennai are also threatening to protest the regime change – and this is only the tip of the 



iceberg. In the coming days, we can expect to see more of these protests happening across the 

country and these will undoubtedly disrupt business. If there‘s any solace, it‘s in knowing that 

other countries who implemented GST never had it easy either. Malaysia recently introduced 

GST in 2014 and faced nationwide strikes and protests. How the Indian government will handle 

these events is left to be seen. 

 

3.2 Challenges of GST in Indian Context 

 

At Present, lots of speculations are going as to when the GST will actually be applicable in India. 

Looking into the political environment of India, it seems that a little more time will be required 

to ensure that everybody is satisfied. The states are confused as to whether the GST will hamper 

their revenues. Although the Central Government has assured the states about compensation in 

case the revenue falls down, still a little mistrust can be a severe draw back. The GST is a very 

good type of tax. However, for the successful implementation of the same, there are few 

challenges which have to face to implement GST In India. Following are some of the factors that 

must be kept in mind about GST. 

1. Firstly, it is really required that all the states implement the GST together and that too at the 

same rates. Otherwise, it will be really cumbersome for businesses to comply with the provisions 

of the law. Further, GST will be very advantageous if the rates are same, because in that case 

taxes will not be a factor in investment location decisions, and people will be able to focus on 

profitability.  

2. For smooth functioning, it is important that the GST clearly sets out the taxable event. 

Presently, the CENVAT credit rules, the Point of Taxation Rules are amended/ introduced for 

this purpose only. However, the rules should be more refined and free from ambiguity. 

3. The GST is a destination based tax, not the origin one. In such circumstances, it should be 

clearly identifiable as to where the goods are going. This shall be difficult in case of services, 

because it is not easy to identify where a service is provided, thus this should be properly dealt 

with. 

4. More awareness about GST and its advantages have to be made, and professionals like us 

really have to take the onus to assume this responsibility 



 

Conclusion 

Tax policies play an important role on the economy through their impact on both efficiency and 

equity. A good tax system should keep in view issues of income distribution and, at the same 

time, also end eavour to generate tax revenues to support government expenditure on public 

services and infrastructure development. The government is trying to reduce the burden of 

compliance for businesses by relaxing the return filing requirements for the first two months post 

implementation. Change is definitely never easy. The government is trying to smoothen the road 

to GST. It is important to take a leaf from global economies that have implemented GST before 

us, and who overcame the teething troubles to experience the advantages of having a unified tax 

system and easy input credits. 

GST is stated to be rolled out from 1 April 2017 and the expected benefits like increase in GDP 

growth, lucid indirect tax structure, anticipated prices fall, more generation of tax revenue and 

reduction in cumbersome compliance procedure etc. are welcomed. Further if more than 140 

countries worldwide have adopted GST like tax structure this is an obvious indication of its 

viability across different economies which should instill faith in our country authorities to be a 

success story. However to be it so, the government and tax administrative mechanism needs to 

chalk down effective strategic policies for providing necessary IT infrastructure coupled with 

extensive training of staff and other stake holders who are also needed to be educated about the 

mechanism of this new tax regime. The task of doing so is even more challenging in country like 

India where lacunas of present indirect tax regime, corrupt administrative system with rigid mind 

set and obvious resistance to adapt to any change will make the implementation task a bumpy 

ride for authorities. The government is trying to reduce the burden of compliance for businesses 

by relaxing the return filing requirements for the first two months post implementation. Change 

is definitely never easy. The government is trying to smoothen the road to GST. It is important to 

take a leaf from global economies that have implemented GST before us, and who overcame the 

teething troubles to experience the advantages of having a unified tax system and easy input 

credits. 
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