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Abstract
The Goods and Services Tax (GST) is a vast concept that simplifies the giant tax structure by supporting and enhancing
the economic growth of a country. GST is a comprehensive tax levy on manufacturing, sale and consumption of goods and services
at a national level. In order to avoid the payment of multiple taxes such as excise duty and service tax at Central level and VAT at
the State level, GST would unify these taxes and create a uniform market throughout the country. Integration of various taxes into
a GST system will bring about an effective cross-utilization of credits. GST will be beneficial to the Centre, states, industrialists,
manufacturers, the common man and the country at large since it will bring more transparency, better compliance, an increase in
GDP growth and revenue collections. Thus, GST has been a hot topic of discussion everywhere in India. Therefore, everyone needs
to be aware of different aspects of GST. In this connection, this paper is an outcome of an explanatory research which is based on
secondary data to understand the concept of GST and its impact on business in India.
Keywords: CGST, Goods and Services Tax (GST), Indirect Tax, SGST, SWOT.

Introduction
A tax is an enforced contribution, exacted pursuant to legislative authority. Taxation
System in India includes both Direct and Indirect Tax. Goods and Services Tax (GST) is one of
the most debated Indirect Taxation reforms. GST is a comprehensive tax regime levied on
manufacture, sales and consumption of goods and services. It is expected to bring about 2%
incremental GDP growth of the country. Therefore, GST is to be a substantial step in the
reform of indirect taxation in India. Merging several Central and State taxes into a single tax
would diminish cascading or double taxation, facilitating a common national market. The
simplicity of the tax would lead to easier administration and enforcement. From the consumer
point of view, the major advantage would be in terms of a reduction in the overall tax burden
on goods, which is estimated at 25% - 30%, free movement of goods from one state to another
without stopping at state borders for hours for payment of state-tax or entry-tax and reduction
in paperwork to a large extent. The Goods and Services Tax Bill or GST Bill, also referred to as
The Constitution (One Hundred and Twenty-Second Amendment) Bill, 2014, initiates a Value
added Tax to be implemented on a national level in India. GST will be an indirect tax at all the
stages of production to bring about uniformity in the system. On bringing GST into practice,
there would be amalgamation of Central and State taxes into a single tax payment. It would
also enhance the position of India in both, domestic as well as international market. At the
consumer level, GST would reduce the overall tax burden, which is currently estimated at
25-30%. Under this system, the consumer pays the final tax but an efficient input tax credit
system ensures that there is no cascading of taxes- tax on tax paid on inputs that go into
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manufacture of goods. The GST, which came into effect from 1st July 2017, has a four-tier rate
structure - 5, 12, 18 and 28 per cent. Besides, certain essential commodities are zero-rated.
Review of Literature
Pradeep Chaurasia et. al., (2016) pointed out that, in India, the unified tax will take the
form of a Dual GST, to be levied concurrently by both the Centre and States. They concluded
that, GST will be helpful for the development of Indian economy as well it will be very much
helpful in improving the GDP of our country higher than 2 percent.
According to Akanksha Khurana et. al., (2016), a relief will be provided to producers and
consumers by GST by providing wide and comprehensive coverage of input tax credit set-off,
service tax set-off and incorporating the several taxes. They also pointed out that an efficient
formulation of GST would lead to resource and revenue expansion for both Centre and State
governments majorly through widening of tax base and improvement in tax compliance.
Monika Sehrawat et. al., (2015) concluded that GST implementation stands for a coherent
tax system which will colligate most of current indirect taxes and in long term it will lead to
higher output, will generate more employment opportunities and will flourish GDP by 1-1.5%.
Further they stressed that GST will give India a world class tax system by clutching different
treatment to manufacturing as well as service sectors.
Nitin Kumar (2014) inferred from his study „Goods and Service Tax- A Way Forward‟
that, the implementation of GST in India would help in removing economic distortion by
current indirect tax system and this would encourage an unbiased tax structure which is
indifferent to geographical locations.
This research focuses on the concept of GST and also analyzing the SWOT of GST
implementation in India.
Statement of the Problem
Every initiative taken by the Government will have both pros and cons. It is important to
study which of these two is greater. Therefore an attempt has been made to study the impact of
GST implementation on business in India using SWOT analysis.
Objectives of the Study
The study has the following objectives:
 To understand the conceptual framework of GST.
 To study the impact of GST in Indian Economy, using SWOT analysis.
 To identify the sectors stand to lose or gain from the implementation of GST.
Research Methodology
Being an explanatory research it is based on secondary data of journals, articles,
newspapers and magazines. Considering the objectives of study descriptive type research design
is adopted to have more accuracy and rigorous analysis of research study. The accessible
secondary data is intensively used for research study.
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An Overview of GST
GST was first introduced during 2007-08 budget session. On 17th December 2014, the
current Union Cabinet Ministry approved the proposal for the introduction GST Constitutional
Amendment Bill. On 19th December 2014, the bill was presented on GST in Loksabha. The
Bill was presented in Budget session. The present central government is very determined to
implement GST Constitutional Amendment Bill. At present, there are around 160 countries
that have implemented GST or VAT in some form or other. In some countries, VAT is the
substitute for GST, but conceptually it is a destination based tax imposed on consumption of
goods and services. France was the first country to introduce GST in 1954. Right now, only
Canada has a dual GST model (somewhat similar to the Dual GST Model that India is going
to implement).
Many experts have suggested that to resolve the issues of different types of taxes, there is a
need to streamline all indirect taxes and implement a „single taxation‟ system. This system is
entitled as Goods and Services Tax (GST). Goods and Services Tax as the name implies, it is
an indirect tax applied both on goods and services at a uniform rate. In simple term, GST is a
tax that people need to pay on supply of goods and services. Any person, who is providing or
supplying goods and services, is liable to charge GST. A single form of tax known as GST will
be applied throughout the country, replacing a number of other indirect taxes like VAT, Service
tax, CST, CAD etc. Therefore, GST shall be the biggest indirect tax reform providing a
uniform and simplified way of indirect taxation in India. GST is a consumption based tax (i.e)
based on the „Destination Principle‟. Thus, GST is imposed on goods and services at the place
where the actual consumption happens.
GST is an indirect tax which will subsume almost all the indirect taxes of central
government and states governments into a unified tax. As the name suggests it will be levied on
both goods and services at all the stages of value addition. It has dual model including central
goods and service tax (CGST) and states goods and service tax (SGST). CGST will subsume
central indirect taxes like central excise duty, central sales tax, service tax, special additional
duty on customs, counter veiling duties whereas indirect taxes of state governments like state
vat, purchase tax, luxury tax, octroi, tax on lottery and gambling will be replaced by SGST.
Integrated goods and service tax (IGST) also called interstate goods and service tax is also a
component of GST. It is not an additional tax but it is a system to examine the interstate
transactions of goods and services and to further assure that the tax should be received by the
importer state as GST is a destination based tax.
Requirements for IGST Model
 There should be a uniform e-registration system
 There should be a common e-return for CGST, SGST & IGST in place
 Common periodicity of returns for every class of dealers
 There should be a uniform cut-off date for filing of returns
 The reporting of sales and purchase invoice details prior to or along with filing of e-return
should be a mandate
Shanlax International Journal of Commerce
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A system- based verification of returns on monthly basis to be implemented
A system- based validations/consistency checks on the ITC availed, utilized & Tax
payments is required.

Impact of GST on Economy
The Goods and Service Tax (GST) bill is expected to have wide ranging ramifications for
the complicated taxation system in the country. It is likely to improve the country‟s tax to GDP
ratio and also inhibit inflation. However, the reform is likely to benefit the manufacturing
sector but may make things difficult for the services sector. Though there are expectations that
the GDP growth is likely to go up by 1 to 2 %. The response is mixed from countries around
the world. While the New Zealand economy had a higher GDP growth, it was lower in case of
Canada, Australia and Thailand after the GST was implemented. The one per cent tax that has
been proposed as a sop to appease the States for compensating their loss of revenue from the
inter-state CST is likely to play a spoil sport. It is probable that it may affect the GDP adversely.
The GS Tax rate is expected to be around 17-18% and can be assumed as a tax neutral rate.
This tax rate is not likely to give any incremental tax revenue to the government. The rate will
prove beneficial for the manufacturing sector where the tax rate is around 24% at present. The
major manufacturing sectors that will benefit the most are FMCG, Auto mobiles and Cement.
This is because they are currently reeling under 24 to 38 per cent tax.
The sector which is going to be adversely affected is the services sector. Already there has
been a hike from 12 to 14% from 1st of June 2017. Another 4 per cent increase will break their
backs. The uniformity in the taxation rate is fine but it should not result in disparity for the
goods and services sectors. Nobody has thought of the implications it will have in the services
sector if the government moots a higher GS Tax rate like 20% or 24%. The higher GST rate
will definitely boost the tax to GDP ratio, while giving financial muscle to the government for
increasing the capital expenditure. This is likely to spur growth in the economy. There is
definitely a silver lining to the whole exercise. The unorganised sector which enjoys the cost
advantage equal to the taxation rate can be brought under the GST bill. This will bring a lot of
unorganized players in the fields like electrical, paints, hardware etc. under the tax net.
For one it will widen the tax reach and secondly it will benefit the organized players
who lose out revenue to the unorganized sector at present. There are still a lot of unchartered
territories which need to be looked into. To The Individuals and Companies - With the
collection of both the central and state taxes proposed to be made at the point of sale , both
components will be charged on the manufacturing costs and the individual will benefit from
lowered prices in the process which will subsequently lead to increase in consumption thereby
profiting companies.
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Source: Edel Invest Research
The above diagram shows that GST will have a significant impact on only 20-25% items in
the Consumer Price Index (CPI) Basket.
Impact of GST on Businesses
Sourcing: Inter-state procurement will become easier; Manufacturers get the option of
consolidating supplies from vendors; Additional Duty/CVD and Special Additional Duty
components of Customs Duty to be subsumed.
Distribution: The new regime will allow consolidation and optimisation of warehouses;
Current arrangements for distribution of finished goods to change; Current network structure
and product flows may need review and possible alteration because of removal of Excise Duty.
Pricing and profitability: Tax changes resulting from the GST structure would require
repricing of Products. Prices could both increase or decrease; Margins or price mark-ups would
also need to be re-examined.
Cash flow: Removal of the concept of Excise Duty on manufacturing can result in
improvement in cash flows and inventory costs as GST would now be paid at the time of
sale/supply rather than at the time or removal of goods from the factory.
System changes and transaction management: Potential changes to accounting and IT
systems in areas of master data, supply chain transactions, system design; Existing open
transactions and balances as on the cut-off date need to be migrated out to ensure smooth
transition to GST; Changes to supply chain reports (e.g., purchase register, sales register,
services register), other tax reports and forms (e.g., invoices, purchase orders) need review;
Appropriate measures such as training of employees, compliance under GST, customer
education and tracking of inventory credit are needed to ensure smooth transition to the GST
regime.
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IMPACT OF GST ON EXCISE AND SALES TAX
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Source: Edel Invest Research
Over 50% of goods under the Consumer Price Index (CPI) Basket will be exempt from
Excise or Sales Tax.
Impact of GST on Manufacturers, Distributors and Retailers
GST is expected to boost competitiveness and performance in India‟s manufacturing sector.
Declining exports and high infrastructure spending are just some of the concerns of this sector.
Multiple indirect taxes have also increased the administrative costs for manufacturers and
distributors and it is being hoped that with GST in place, the compliance burden will ease and
this sector will grow more strongly.
Impact of GST on Service Providers
As of March 2014, there were 12,76,861 service tax assesses in the country out of which
only the top 50 paid more than 50% of the tax collected nationwide. Most of the tax burden is
borne by domains such as IT services, telecommunication services, Insurance industry,
business support services, Banking and Financial services etc. These pan-India businesses
already work in a unified market, and while they will see compliance burden becoming lesser
there will apparently not be much change in the way they function even after GST
implementation.
GST BUSINESS IMPACT
 Rate of Tax
Advocacy
 Time & Place of Supply
 Treatment of Current Incentives
 Revenue Stream
Indirect Tax Impact Assessment
 Procurement Stream
(GST Navigator) for
 Costing, Pricing & Working Capital
 Availability of Credit of GST (incl. Transitional
Credits)
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