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INTRODUCTION TO GST

• Goods and Services Tax (GST) is a new system of indirect taxation in India merging most of
the existing taxes into single system of taxation.

• GST would be a comprehensive indirect tax on manufacture, sale and consumption of goods
and services throughout India, to replace taxes levied by the central and state governments.

• The GST is consumption based tax levied on the supply of Goods and Services which means
it would be levied and collected at each stage of sale or purchase of goods or services
based on the input tax credit method. This method allows GST-registered businesses to claim
tax credit to the value of GST they paid on purchase of goods or services as part of their
normal commercial activity.

• Taxable goods and services are not distinguished from one another and are taxed at a
single rate in a supply chain till the goods or services reach the consumer.

• GST can be termed as “One Tax, One Nation & One Market”.



EVOLUTION OF GST

• GST is already adopted in 165 countries and India joins the club as 166th Country. The 
journey of GST in India  started in the year 2003. The critical milestones are as below:

14th June 2016 –

Draft Model GST 

Law on public domain

8th Aug – Lok Sabha
passes the Bill

12th Sept – Cabinet 

Approval to form 

GST Council

8th Sept – President 

Ascent

3rd Aug – Rajya
Sabha passes the Bill



July  

2017

16th Sept –

Govt. notifies 

GST Council

22nd& 23rd OCt
First Council 
Meeting

26th & 27th

October Draft 
Rules on public 
Domain 

Finalization of GST 
Rates on 4th Nov

@ 5%, 12%, 18% & 
28%

Finalization of 
GST Law and 
Rules 

EVOLUTION OF GST



CURRENT TAX STRUCTURE

Current Taxation System 

Direct Tax Indirect Tax

Central 

Government

Income

Customs Duties

Central Excise

Service Tax

State 

Government

VAT

Luxury tax

Purchase tax

Entry tax

CST (is currently shared)

Wealth Tax

Gift Tax



CURRENT TAX REVENUE

Current Estimated Tax Collection

Direct Tax

Tax Collection of 

7.35 Lakh Crores

Indirect Tax

Customs Duty         1.9L Cr 

Excise Duty             2.7L Cr 

Service Tax             2.40L Cr 

State                        8.0L Cr 

Total central Tax    7.0L Cr 

Total Indirect Tax  15.0LCr 

Total Estimated Tax Collection = 22.35 Lakh Crores



PROBLEMS OF CURRENT TAX STRUCTURE

Problems in the Present Structure

• Multiplicity of Taxes

• Complex Indirect Tax Structure

• Cascading effects of taxes

• Tax Arbitrage



MULTIPLICITY OF TAXES



WHY GST?

GST

Single Tax 
Structure

Eliminates 
Cascading 

Effects

Technology 
Driven 
System

Increased 
Revenue



WHY GST?

a. Simpler tax structure: As multiple taxes on a goods or service are eliminated and a single
tax comes into place, the tax structure is expected to be much simpler and easier to
understand and administer.

b. Eliminates cascading effect of taxes: One of the key feature of GST is seamless
availability of Input credit set-off mechanism. This helps in eliminating the cascading effect
and benefit is passed on to consumer.

c. Increased Revenue: A simpler tax structure can bring about greater compliance, thus
increasing the number of tax payers and in turn tax revenues for the Government

d. Technology Driven System: GST compliance is going to be transaction based and with
cross matching concept, where, outward supply and inward supply will be matched to
determine the net tax liability for a given dealer. Millions of dealers and Billions of
transaction need to be processed and ‘Technology’ will play a pivotal role in the successful
implementation and administration of compliance.



STRUCTURE OF GST

GST is a dual concept tax system. Under this system, tax is administered, collected 

and shared by both state and center based on nature of transaction (within state or 

between states). The tax component of GST are:

SGST

CGST

IGST

• This is applicable on supplies within the state

• Tax collected will be shared to Centre

• This is applicable on supplies within the state

• Tax collected will be shared to Centre

• This is applicable on interstate and import transactions

• Tax collected will be shared between Centre and State



WHY IS DUAL GST REQUIRED IN INDIA?

India is a federal country where both the Centre and the States have been assigned

the powers to levy and collect taxes through appropriate legislation. Both the levels

of Government have distinct responsibilities to perform according to the division of
powers prescribed in the Constitution for which they need to raise resources. A dual

GST will, therefore, be in keeping with the Constructional requirement of fiscal

federalism.

While we now know the tax components of GST, it is equally important for you to

know the taxes existing in current regime and how this are subsumed under GST.



TAXES SUBSUMED UNDER GST

Excise 

Duty

Service 

Tax

Surcharge 

& Cess

VAT
Surcharge 

& Cess

Purchase 
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CST
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SGST IGSTCGST

GST



HIGHLIGHTS OF GST

• Common threshold limit across the country: GST-ensures a common threshold limit, irrespective
of whether your manufacturer or dealer, either dealing in goods and/ or services. Under
current regime different indirect taxes has varying threshold limit. Example, the threshold limit
for excise is 1.5 crore, service tax Rs.10 Lakhs and under Vat the threshold limit ranges from
Rs.5 lakhs to 20 lakhs which are state specific.

• Continuity of tax credit across the supply chain till it reaches the consumer: GST aims at
providing seamless flow of tax-credits throughout the value-chain, and across boundaries of
States. This is one of the fundamental feature of GST.

• Elimination of tax cascading effect in the supply chain: with the availability of seamless flow of
input tax credit throughout the supply chain would ensure the elimination of cascading of
taxes.

• Pan Based Registration: The registration of business will be PAN Based. In arriving the
aggregate turnover, all the business vertical operating across the country with same PAN will
be considered.



HIGHLIGHTS OF GST

• Point of taxation will be ‘Supply’: Unlike the current indirect tax system, each tax
system has different taxable event like Excise duty on removal of goods, Vat on
sales etc., supply is the single taxable event to discharge the duty liability.

• Valuation method broadly as ‘Transaction Value’: Transaction value is the sole
valuation method applied in determining the value of taxable supply. Transaction
value is the actual price paid or payable for the supply of goods/services.

• Branch transfers taxable and credit eligibility: Branch transfers will be treated as
taxable supply and requisite levy needs to be charged on such a supply. However,
such levy is fully allowed as Input credit.

• Tax Credit on Interstate Inward supply of goods: under the current regime the tax on
Interstate purchase forms part of cost of goods. Under GST, Input tax credit is
available on interstate inward supply of goods and / or services.



HOW DOES GST ELIMINATE CASCADING EFFECT?

CURRENT TAX STRUCTURE

Example of  CAR Existing

Cost of Manufacturers 4,00,000

Excise & Infrastructure Cess @ 10% 40,000

Vat @ 12% 52,800

Dealer Invoice 4,92,800

Dealer Cost (4,00,000 + 40,000) 4,40,000

Margin @ 10% 44,000

Sale Price for dealer 4,84,000

Vat @ 12% 58,080

Price to Customer 5,42,080

Dealers Tax Liability

Net VAT/GST after set-off 5,280

GST TAX STRUCTURE

Example of  CAR GST

Cost of Manufacturers 4,00,000

CGST @ 11% 44,000

SGST @ 11% 44,000

Dealer Invoice 4,88,000

Dealer Cost 4,00,000

Margin @ 10% 40,000

Sale Price for dealer 4,40,000

CGST @ 11% 48,400

SGST @ 11% 48,400

Price to the Customer 5,36,800

Dealers Tax Liability 8,800



HOW GST OPERATES?

Case 1: Sale in one state, resale in the same state



HOW GST OPERATES?

Case 2: Sale in one state, resale in another state



HOW GST OPERATES?

Case 3: Sale outside the state, resale in that state



ITEMS EXCLUDED FROM GST

All goods and services, except alcoholic liquor for human consumption, will be brought under
the purview of GST.

1) Petroleum and petroleum products have been constitutionally included as ‘goods’ under
GST. However, it has also been provided that petroleum and petroleum products shall not
be subject to the levy of GST till notified at a future date on the recommendation of the
GST Council. The present taxes levied by the States and the Centre on petroleum and
petroleum products, viz. Sales Tax/VAT and CST by the States, and excise duty the Centre,
will continue to be levied in the interim period.

2) Taxes on tobacco and tobacco products imposed by the Centre shall continue to be levied
over and above GST.

3) In case of alcoholic liquor for human consumption, States would continue to levy the taxes
presently being levied, i.e., State Excise Duty and Sales Tax/VAT.



ITEMS EXCLUDED FROM GST  CONT’D…

Goods and Services Tax Network (GSTN): A not-for-profit, Non-Government

Company called Goods and Services Tax Network (GSTN), jointly set up by the

Central and State Governments will provide shared IT infrastructure and services to
the Central and State Governments, tax payers and other stakeholders.

GST Compensation: Due to a shift from origin based to destination based indirect
tax structure, some States might face drop in revenue in the initial years. To help the

States in this transition phase, the Centre has committed to compensate all their losses

for a period of 5 years. Accordingly, clause 19 has been inserted in the Constitution
(122nd) Amendment Bill, 2014 to provide for compensation to States by law, on the

recommendation of the Goods and Services Tax Council, for loss of revenue arising

on account of implementation of the goods and services tax for a period of five
years.



MIGRATION OF THE EXISTING TAXPAYERS TO GST 
REGIME

All the existing taxpayers registered under VAT, Service Tax, and Excise are required

to furnish the details at GST Common portal for the purpose of migrating themselves

into GST regime. To begin with, the taxpayers registered under the State Vat
Department needs to provide their details and period for furnishing these details are

specified for every state. Once the taxpayers provide their details there will be no

need for them to register again with the State or Center once the GST Act is
implemented. Enrolment process for other existing taxpayers not registered with VAT

will be started at a later date.



BENEFITS OF GST

For Business & Industry

• 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.

• 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.

• 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.



BENEFITS OF GST

For Business & Industry Contd…

• Improved competitiveness: Reduction in transaction costs of doing business would eventually

lead to an improved competitiveness for the trade and industry.

• 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.



BENEFITS OF GST

For Central and State Governments

• 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.

• 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.

• 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.



BENEFITS OF GST

For the consumer

• 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.

• 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.



TAX-RATE UNDER THE GST

As per the decisions made by the  GST Council on November 3, 2016, tax rates 

would be at 4 slabs as  below:

• Tax Slab @ 5%, 12%, 18% and 28%. 

• Luxury and demerit goods will be taxed at 28% 

• Daily needs will be taxed at 5%.

• Standard rate of GST would be @ 12%. or @ 18%



FOR SUCCESS OF GST IN INDIA

The GST is a very good type of tax. However, for the successful implementation of the same, we must
be cautious about a few aspects. Following are some of the factors that must be kept in mind about

GST:

• 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.

• 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.

• 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.



THANK YOU


