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Introduction

Goods and Services Tax (GST) is an indirect tax which was introduced in India on 1 July
2017 and was applicable throughout India which replaced multiple cascading taxes levied by the
central and state governments. It was introduced as The Constitution (One Hundred and First
Amendment) Act 2017, following the passage of Constitution 122nd Amendment Act Bill. The
GST is governed by a GST Council and its Chairman is the Finance Minister of India. Under GST,
goods and services are taxed at the following rates, 0%, 5%, 12%,18% and 28%. There is a special
rate of 0.25% on rough precious and semi-precious stones and 3% on gold. In addition a cess of
22% or other rates on top of 28% GST applies on few items like aerated drinks, luxury cars and
tobacco products. GST replaced a slew of indirect taxes with a unified tax and is therefore set to

dramatically reshape the country's 2 trillion dollar economy
Objectives of the study —

The study covers the following objectives

1. To know what is GST.

2. To know the advantages and disadvantages of GST.
Research methodology —

This study is based on secondary data. It is collected such references books, research
journals and websites.

Goods and Service Tax (GST) :

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.

Advantages of Goods and Service Tax (GST) :

The advantages of GST can be summarized as under:
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A) For Business and Industry
1. Easy compliance -

A robust and comprehensive IT system would be the foundation of the GST regime in India.
Therefore, all tax payer services such as registrations, returns, payments, etc. would be available to
the taxpayers online, which would make compliance easy and transparent.

2. Uniformity of tax rates and structures -

GST will ensure that indirect tax rates and structures are common across the country,
thereby increasing certainty and ease of doing business. In other words, GST would make doing
business in the country tax neutral, irrespective of the choice of place of doing business.

3. Uniformity of tax rates and structures -

GST will ensure that indirect tax rates and structures are common across the country,
thereby increasing certainty and ease of doing business. In other words, GST would make doing
business in the country tax neutral, irrespective of the choice of place of doing business.

4. Removal of cascading -

A system of seamless tax-credits throughout the value-chain, and across boundaries of
States, would ensure that there is minimal cascading of taxes. This would reduce hidden costs of
doing business.

5. Improved competitiveness -
Reduction in transaction costs of doing business would eventually lead to an improved
competitiveness for the trade and industry.
6. Gain to manufacturers and exporters -

The subsuming of major Central and State taxes in GST, complete and comprehensive set-
off of input goods and services and phasing out of Central Sales Tax (CST) would reduce the
cost of locally manufactured goods and services. This will increase the competitiveness of Indian
goods and services in the international market and give boost to Indian exports. The uniformity
in tax rates and procedures across the country will also go a long way in reducing the
compliance cost.

B) For Governments
1. Simple and easy to administer -

Multiple indirect taxes at the Central and State levels are being replaced by GST. Backed
with a robust end-to-end IT system, GST would be simpler and easier to administer than all
other indirect taxes of the Centre and State levied so far.

2. Better controls on leakage -

GST will result in better tax compliance due to a robust IT infrastructure. Due to the
seamless transfer of input tax credit from one stage to another in the chain of value addition,
there is an in-built mechanism in the design of GST that would incentivize tax compliance by
traders.

3. Higher revenue efficiency -

GST is expected to decrease the cost of collection of tax revenues of the Government, and
will therefore, lead to higher revenue efficiency.
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C) For the consumer
1. Single and transparent tax proportionate to the value of goods and services -

Due to multiple indirect taxes being levied by the Centre and State, with incomplete or no
input tax credits available at progressive stages of value addition, the cost of most goods and
services in the country today are laden with many hidden taxes. Under GST, there would be only
one tax from the manufacturer to the consumer, leading to transparency of taxes paid to the final
consumer.

2. Relief in overall tax burden —

Because of efficiency gains and prevention of leakages, the overall tax burden on most
commodities will come down, which will benefit consumers.

Disadvantages of Goods and Service Tax (GST)
1. Some Economist say that GST in India would impact negatively on the real estate market. It
would add up to 8 percent to the cost of new homes and reduce demand by about 12 percent.

2. Some Experts says that CGST(Central GST), SGST(State GST) are nothing but new names for
Central Excise/Service Tax, VAT and CST. Hence, there is no major reduction in the number of
tax layers.

3. Some retail products currently have only four percent tax on them. After GST, garments and
clothes could become more expensive.

4. The aviation industry would be affected. Service taxes on airfares currently range from six to
nine percent. With GST, this rate will surpass fifteen percent and effectively double the tax rate.

5. Adoption and migration to the new GST system would involve teething troubles and learning
for the entire ecosystem.

Conclusion -

According to Business & Industry, GST is going to have easy compliance &will have
uniformity of tax rates & structures.
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