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GST: INCHING CLOSER TOWARDS LARGEST TAX REFORM 

Indian taxation system and economic policies have undergone monumental reforms since independence. The 

Goods and Services Tax (GST) has been heralded as the biggest indirect tax reform in India after 

Independence. According to industry experts and government sources, the GST rollout date of July 1st, 2017 is 

likely to be met. With the ball set to roll for a unified country-wide tax reform, the market is filled with new 

found optimism amongst industry leaders and government officials. Hasmukh Adhia (Revenue Secretary, 

Govt. of India) in his recent article in a business daily discussed the positive impacts of the tax reform. He is of 

the opinion that there is further scope for rationalization of rates on various goods and services.  

Under GST, one product or service will have a single tax rate in any part of the country making India a common 

market. Although it is believed that GST will be easier to administer, the compliance cost on the part of tax 

payers is expected to rise, making it more cumbersome process. 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). 

The GST as proposed has a multiple rate structure as almost all goods and services have been classified into 

groups attracting GST rates of 5, 12, 18 and 28%, respectively. However, A registered taxpayer, subject to 

such conditions and exceptions, whose aggregate turnover does not exceed Rs. 50 lakh in the preceding 

financial year can pay tax at a rate not less than 2.5% for a manufacturer and 1% for others.  

By merging a large number of Central and State taxes into a single tax, GST is expected to significantly ease 

double taxation and make taxation overall easy for the industries. Because of the removal of cascading of 

taxation, and availability of seamless flow of credit across the value chain, the total incidence of taxation on a 

product or service is likely to come down for most items. For the end customer, the most beneficial will be in 

terms of reduction in the overall tax burden on goods and services. 

GST is going to be a big milestone for Make in India also. Today, Countervailing Duty (CVD) is levied on 

imported goods; however CVD exemptions for certain goods acts negatively for domestic manufacturing.  

Under GST, prevailing CVD exemptions allowed will go away. 

Under the GST regime, all goods that are imported will pay the full rate of central and state GST in the form of 

integrated or IGST. That will provide a complete level playing field to domestic manufacturers vis-à-vis 

imported goods. There are many states that either do not refund VAT paid on exports or give such refunds after 

one or two years. Under the new GST regime, the entire refund of CGST or SGST paid on inputs of exported 

items will be fully paid by a single authority--either the state government or the central government. 

For special economic zones (SEZs), there is a provision to bring goods from abroad or from domestic tariff area 

without payment of IGST. This means that as far as SEZs are concerned, there will be no blockage of working 

capital. With exports being boosted, Make in India will also get a big lift. 

Because of the attraction of taking input tax credit by purchasing goods from registered dealers, everyone will 

be incentivized to come into the tax net. Also, there will be a reduction in refund frauds or input tax frauds 

because of invoice-wise matching of B2B transactions. 

Introduction of GST will also make Indian products competitive in the domestic and international markets. Last 

but not least, the GST, because of its transparent character, will be easier to administer. Once implemented, the 

proposed taxation system holds great promise in terms of sustaining growth for the Indian economy.  


