
Goods and services  tax  
 
Goods and Services Tax (GST) is an indirect tax (or consumption tax) used in India on 

the supply of goods and services. It is a comprehensive, multistage, destination based 
tax: comprehensive because it has subsumed almost all the indirect taxes except a few 
state taxes. Multi-staged as it is, the GST is imposed at every step in the production 
process, but is meant to be refunded to all parties in the various stages of production 
other than the final consumer and as a destination based tax, it is collected from point of 
consumption and not point of origin like previous taxes. 
 
Goods and services are divided into five different tax slabs for collection of tax - 0%, 
5%, 12%, 18% and 28%. However, petroleum products, alcoholic drinks, 

and electricity are not taxed under GST and instead are taxed separately by the 
individual state governments, as per the previous tax system.[citation needed] There is a 
special rate of 0.25% on rough precious and semi-precious stones and 3% on gold.[1] In 
addition a cess of 22% or other rates on top of 28% GST applies on few items like 

aerated drinks, luxury carsand tobacco products.[2] Pre-GST, the statutory tax rate for 
most goods was about 26.5%, Post-GST, most goods are expected to be in the 18% tax 
range. 
 
The tax came into effect from 1 July 2017 through the implementation of the One 
Hundred and First Amendment of the Constitution of India by the Indian government. The 
GST replaced existing multiple taxes levied by the central and stategovernments. 
The tax rates, rules and regulations are governed by the GST Council which consists of 
the finance ministers of the central government and all the states. The GST is meant to 

replace a slew of indirect taxes with a federated tax and is therefore expected to 
reshape the country's 2.4 trillion dollar economy, but it's implementation has received 
criticism.[3] Positive outcomes of the GST includes the travel time in interstate 
movement, which dropped by 20%, because of disbanding of interstate check posts.[4] 
 

Features of GST 
The features of GST can be summarized as under: 

• Subsuming of 17 taxes at Central/States level. 

• Consumption Based Tax. 

• One Tax rate across the country. 

• Taxable event – “Supply of Goods or Services” 

• No differentiation in Goods or Services 

• Comprehensive tax on Goods & Services 

• No tax on tax. 

• Free flow of credit. 
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• Value Addition Tax at each stage. 

BENEFITS OR ADVANTAGES OF GST 

For Businesses & Industry: 

1) Easy Compliance: 

A robust and comprehensive IT system would be the foundation of GST Regime in India. All tax-payer services such 

as registrations, returns, payment etc. would be available online. It would make compliance easy and transparent. 

2) Uniformity Tax Rates & Structures/Development of Common National Market: 

GST will ensure that indirect tax rates and structures are common across the country. It would increase the certainty 

and ease of doing business. In other words, GST would make doing business in the country tax neutral, irrespective 

of choice of place of doing business. 

3) Removal of cascading effect: 

A seamless flow of tax-credit through-out the value chain and across boundaries of states, would ensure that there is 

minimal cascading of taxes. This would reduce the hidden cost of doing business. 

4) Competitiveness: 

Reduction in transaction cost of doing business would eventually lead to an improved competitiveness for the trade & 

industry. 

5) Boost to exports: 

Subsuming of major Central/State taxes in GST, complete and comprehensive set-off of tax paid on goods & services, 

phasing out of Central Sales Tax (CST) would reduce the locally manufactured goods & services. This will increase 

the competitiveness of Indian Goods & Services in the International Market and give boost to Indian Exports. 

For Central & State Governments: 

1) Simple & Easy to administer: 

Multiple indirect taxes at Central/State Level are replaced by GST. Backed with robust, end to end IT system, GST 

would be simpler and easier to administer. 

2) Better Control on leakages: 

GST will result in better tax compliance due to a robust IT infrastructure. Owing to seamless transfer of input tax 

credit from one stage to another in the chain of value addition, there is an inbuilt 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. 

For the consumers: 

1) Single & Transparent Tax proportionate to the value of goods & services: 

Owing to multiple taxes levied by Central/State with incomplete or no ITC available at progressive stages of value 

addition, the cost of most goods & services in the country was laden with many hidden taxes. Under GST, there would 

be only one tax from the manufacturer to consumer leading to transparency of taxes paid. 

2) Relief in overall tax burden: 

Because of efficiency gains and prevention of leakage, the overall tax burden on most commodities will come down, 

which will benefit the consumers. 

 

 

Disadvantages of GST  
 
 

1. Additional Software Expense 

Most businesses use ERP or accounting software to manage their day-to-day 

operations. These solutions were developed as per the traditional tax laws in 

the country. The implementation of GST required the businesses to switch to 

GST-compliant solutions or standalone GST software to keep up with the new 

tax laws.  

 

2. Online Tax Regime 

GST is an online tax system. From GST registration to filing GST returns, 

every aspect of this new tax regime is done online. While businesses are 

gradually shifting to digital solutions, small businesses are still not very well-

versed with such modern technologies and solutions.  

 

 

 

3. Higher Taxes for SMEs 



If you are looking for what are the disadvantages of GST, you will come 

across how it has increased the tax liabilities for small and medium 

enterprises (SMEs). This is because, in the past, the excise tax was only paid 

by businesses with an annual turnover of above Rs. 1.5 crores. However, with 

the new tax regime, any business with an annual turnover of above Rs. 20 

lakhs is required to pay GST.  
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