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Today, India is characterised by its rapid pace of development and has now 
become a vital actor of the contemporary world order. Amidst the critical 
financial situation worldwide, India has emerged as a beacon of hope with its 
ambitious growth targets, supported by its transformative programs like Make 
in India, Digital India etc.  India has emerged as a world’s sixth largest 
economy by Gross Domestic Product (GDP) after the United States, Japan, 
Germany and France and overtaken the United Kingdom. In February 2017, 
India surpassed China as the world’s fasted growing economy with consistent 
average of 7 per cent growth rate since 1997. To consistently maintain the 
growth, the Government of India has introduced certain systematic reforms.  
The Goods and Services Tax (GST) Bill is one of them.  
 
In the synthesis of contemporary tax regime, it is a widely accepted fact that 
the present tax structure in India is very complex and has various 
fundamental problems pertaining to manufacturing, sale, service, valuation 
etc. Such issues need to be rationalised. The complexity in determining the 
nature of transaction is also considered as a bottleneck in the present tax 
structure. The different nature of administrative mechanics at centre as well 
as states have added great complexity and hence calls for a consolidated levy 
and collection of both goods and services at the same rate with the benefit of 
input credit. Thus, a leaner and simple tax structure which will bring greater 
compliance and increase widen the tax base in turn for the government is the 
need of the hour.  
 
In such a backdrop, the reform was introduced in the parliament as a 101th 
Constitutional Amendment  Bill,  which is also called as Goods and Services 
Tax (GST) Bill, on December 19th, 2014. After the ratification by the states the 
Bill received Presidential assent on August 08, 2016 and was notified in the 
Gazette on the same day. This amendment will be introduced as GST and will 
be in place nationwide from July 01, 2017.  

 

Goods and Services Tax – One Country One Tax 
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Salient features of Goods and Services Tax  
 
1. It subsumes and levies various Central Indirect Taxes like Central Excise 
Duty, Additional Excise Duties, Central Surcharges and Cesses etc.  
2. It also subsumes taxes from states like Value Added Tax, Sales Tax, Octroi, 
Entry Tax, Luxury Tax, State Cesses etc.  
3. Integrated GST: The Clause 169 (A) of the GST Bill provides the basis for 
levy of GST on supplies during inter-state trade or commerce. Henceforth, 
such tax will be collected by Government of India and it will be further 
apportioned between the Union and the States in the manner as may be 
provided by the Parliament by law on the recommendations of the GST 
Council.  
4. For the first time in the history of Independent India, a unique federal 
institution was constituted wherein the powers of the Centre and the States 
over indirect taxation have been pulled together under a GST Council. Article 
246 (A) became the basis for the establishment of the GST Council and its 
jurisdiction over Centre as well as States.  
5. Under the GST mechanism, various taxes shall be subsumed in accordance 
with major amendments in the Seventh Schedule of the Constitution, 
substituted Entry 84 of the Union List (which covers subject matter of excise), 
and Entry 54 of the State List (which covers taxes on sale or purchase of 
goods). Further, Entry 92(C) of Union List for taxes on services is omitted in 
the Bill. 
6. An additional tax on supply of goods, not exceeding one per cent, in the 
course of inter-state trade and commerce is levied under the clause of 269A 
(1). It will be collected by the Government of India for a period of two years 
or such other period as the GST Council may recommend, and assigned to the 
states. 
7. Compensation to the states: After extensive deliberation and rounds of 
meetings with the states, the GST Council will provide compensation to them 
against their loss of revenue, while implementing the GST for a period 
extendable to five years.  
 
Impact of Goods and Services Tax on Indian economy 
 
1. The GST is expected to provide the much needed stimulant for economic 
growth in India by transforming the existing basis of indirect taxation. The 
new GST taxation system will facilitate free flow of goods and services within 
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the economy and eliminate cascading effect of tax-on-tax. In view of India’s 
place in global economy, it is expected that the reform will have a 
constructive impact not only domestically but also on its neighbourhood and 
developing economies. 
2. In view of the major tax reform, the new system of GST will reduce the tax 
burden on manufacturers and encourage rapid growth in production. Those 
mechanism of double taxation which prevents manufacturers from producing 
to their optimum capacity and retards growth will be eliminated and further 
provide tax credit to the manufacturer.  
3. Elimination of tax barriers like check posts, toll plazas etc. will save 
wastage of perishable items being transported. A loss that translated into 
major costs through higher need of buffer stocks and warehousing would be 
eliminated.  
4. The single taxation mechanism on manufacturers would translate into a 
lower final selling price for the consumer and will curb the inflation.  
5. Introduction of GST will bring transparency in the system which is 
beneficial for customers as well. The mechanism will bring awareness among 
the customers of exactly how much taxes they are being charged and at what 
basis.  
6. Incorporation of more goods and services will widen the tax base which 
means more revenue to the government.  
7. Introduction of credit for the taxes paid by producers would encourage 
manufacturers to buy raw material from different registered dealers and 
would bring in more and more vendor and suppliers into the purview of 
taxation.  
8. Removal of custom duties under a new GST regime will enhance 
competitiveness of Indian products in foreign market on account of lower cost 
of transaction. The new mechanism of taxation which subsumes most Central 
and state level taxes, and introduction of single unified list of exemptions 
would streamline the current exemptions and concessions available to goods 
and services.  
 
Overall, the implementation of GST Bill has received a warm welcome from the 
industry, investors and customers. This noble attempt by the government aims 
to reduce the complexity in India’s existent tax regime by abolishing 
unnecessary complications and replacing it with well-defined and uniform tax 
regime. The unanimous support the GST Bill received across the party lines 
says all about its significance to the Indian economy. The constructive 
approach of all states and the Centre in the GST Council, despite different 
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political orientations, once again highlighted the constructive spirit of 
democracy. That was even evident in parliamentary debates and deliberations 
when this bill was tabled on the floor of both the houses, and when it has 
received unanimous support from all public representatives. The new GST 
regime, which will be implemented from July 01, 2017, will help create a 
conducive tax environment in India, will boost business and strengthen the 
economy overall. 
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