Briefly Discuss Some Of The Salient Features Of GST

In India.

Briefly Discuss Some Of The Salient Features Of GST In India.

The Goods and Services Tax (GST) in India is one of the most comprehensive indirect tax reforms
introduced in the country. Implemented on July 1, 2017, GST aimed to create a unified national market by
subsuming a multitude of indirect taxes levied by both the Central and State governments. This
transformative tax system has significantly altered the landscape of indirect taxation in India, bringing about
greater transparency, efficiency, and ease of doing business. This article explores some of the salient features

of GST in India, providing a detailed overview of its core aspects.

Understanding the Concept of GST

GST is a destination-based consumption tax that is levied on the supply of goods and services. Unlike earlier
multiple taxes, GST consolidates various indirect taxes into a single tax, simplifying the tax structure and

reducing cascading effects.

Salient Features of GST in India

1. Dual GST Structure

India adopted a dual GST model, which involves both the Central Government and State Governments.
o CGST (Central Goods and Services Tax): Collected by the central government on intra-state
transactions.

 SGST (State Goods and Services Tax): Collected by the respective state governments on intra-state

transactions.

o IGST (Integrated Goods and Services Tax): Levied on inter-state supplies and imports, and collected

by the central government, which then distributes the revenue to the destination state.

This structure ensures that both levels of government share the tax revenue, fostering cooperation

between the Central and State authorities.



2. Comprehensive Coverage

GST is applicable to a broad spectrum of goods and services, excluding a few essential items and specific
sectors.
e Almost all goods and services are taxed under GST, making it a comprehensive indirect tax system.

e Some essential commodities like fresh vegetables, fruits, and certain medicines are exempted to

protect consumers.

e Luxury and sin goods, such as alcohol and tobacco, are either exempted or taxed separately.

This wide coverage helps streamline taxation, reduce tax evasion, and broaden the tax base.

3. Uniform Tax Rates

One of the major features of GST is the establishment of uniform tax rates across the country.
o GST rates are categorized into multiple slabs—commonly 0%, 5%, 12%, 18%, and 28%—to
accommodate different types of goods and services.

¢ States and the central government coordinate to ensure consistent application of these rates, reducing

regional disparities.

¢ Special rates are applied to specific goods, like 0% for essential items and higher slabs for luxury

items.

Uniform rates simplify compliance and eliminate the complexities faced under the previous tax system.

4. Input Tax Credit (ITC) Mechanism

A key feature of GST is the seamless availability of input tax credit, which prevents the cascading effect of

taxes.

e Taxpayers can claim credit for the GST paid on purchase of goods and services used for business

purposes.



¢ This credit can be offset against the GST payable on outward supplies, leading to a reduction in

overall tax liability.

e The ITC mechanism promotes transparency and discourages tax evasion.

For example, a manufacturer paying GST on raw materials can claim this amount as a credit when paying

GST on finished goods.

5. E-Way Bill System

To facilitate smooth movement of goods across states and improve monitoring, GST introduced the e-Way

Bill system.
e The e-Way Bill is an electronic document generated on the GST portal for the transportation of goods
exceeding a specified value.
o This system ensures transparency and helps prevent tax evasion during interstate movement.

e It is mandatory for consignments above certain thresholds, streamlining logistics and compliance.

This digital approach reduces paperwork and enhances efficiency in logistics.

6. Registration and Compliance

GST has simplified registration procedures, making it easier for businesses to comply.
1. Businesses with a turnover exceeding the prescribed threshold (initially Rs. 20 lakhs for most states,
Rs. 10 lakhs for special states) are required to register for GST.
2. Registration is online, with a straightforward process that reduces procedural delays.

3. Registered taxpayers must file periodic returns—GSTR-1 (outward supplies), GSTR-2 (input details),

and GSTR-3B (summary return)—ensuring regular compliance.

The system promotes transparency, reduces tax evasion, and facilitates easy tracking.



7. Composition Scheme for Small Taxpayers

To ease compliance for small businesses, GST offers a composition scheme.
o Eligible small taxpayers with a turnover below a specified limit (initially Rs. 1.5 crore) can opt for
this scheme.

e They pay a fixed percentage of turnover as tax—usually lower than the standard rate—and face

simplified compliance procedures.

e They are not allowed to claim input tax credits or levy GST on their customers.

This feature encourages small entrepreneurs to formalize their businesses without the burden of complex

compliance.

8. Anti-Profiteering Measures

GST has provisions to prevent businesses from profiteering at the expense of consumers.
¢ The National Anti-Profiteering Authority (NAA) monitors and takes action against unjustified price
increases post-GST implementation.
e Consumers can file complaints if they suspect profiteering, ensuring fair pricing.

e This mechanism helps maintain consumer interests and ensures that benefits of tax reduction are

passed on.

9. Digital Infrastructure and Ease of Doing Business

GST leverages technology to streamline tax administration.

e The GST portal serves as a centralized platform for registration, filing returns, payment, and

compliance tracking.

¢ Online processes reduce paperwork, minimize human intervention, and accelerate procedures.



¢ Real-time data collection enhances monitoring and compliance enforcement.

This digital infrastructure significantly improves the ease of doing business in India.

10. Impact on Economy and Business Environment

GST's salient features have had a profound impact on India's economy.

It has reduced the overall tax burden on goods and services, leading to lower prices for consumers.

Streamlined tax structure has improved tax compliance and expanded the tax base.

It has facilitated smoother interstate trade by reducing cascading taxes and border checks.

GST has encouraged formalization of businesses, increasing transparency and economic growth.

Conclusion

The implementation of GST in India marked a significant milestone in the country’s tax reform journey. Its
salient features—dual structure, comprehensive coverage, input tax credit, digital infrastructure, and
simplified compliance—have collectively contributed to a more efficient, transparent, and unified tax
system. While challenges remain, ongoing reforms and technological advancements continue to enhance
GST’s effectiveness. Overall, GST has laid the foundation for a modernized indirect tax regime that supports

India’s economic growth and integration into the global marketplace.

Frequently Asked Questions

What is Goods and Services Tax (GST) in India?

GST in India is a comprehensive indirect tax on the supply of goods and services across the country, aimed
at creating a unified tax structure to replace multiple indirect taxes levied by central and state

governments.



What are some key features of GST in India?

GST in India is destination-based, dual in nature (implemented by both central and state governments), has

multiple tax slabs, and aims to simplify the tax structure by integrating various taxes into a single tax.

How is GST structured in India?

GST in India is structured as a dual system comprising Central GST (CGST), State GST (SGST), and

Integrated GST (IGST) for inter-state transactions, ensuring a seamless flow of credit across states.

What are the tax slabs under GST in India?

GST in India is levied at multiple slabs—0%, 5%, 12%, 18%, and 28%—to accommodate different categories of

goods and services, with essential items often exempted or taxed at lower rates.

What are the benefits of GST for Indian businesses?

GST simplifies compliance, reduces the cascading effect of taxes, broadens the tax base, and promotes ease of

doing business by creating a unified national market.

How does GST impact consumers in India?

GST can lead to lower overall prices for goods and services due to the elimination of multiple taxes and

cascading effects, while also providing transparency in taxation.

‘What is the concept of Input Tax Credit' in GST?

Input Tax Credit allows registered taxpayers to offset the tax paid on inputs against the tax payable on

output, thereby avoiding double taxation and reducing the overall tax burden.

Are there any exemptions under GST in India?

Yes, certain essential goods and services like basic food items, healthcare, and education are either exempt

from GST or taxed at a lower rate to ensure affordability and social welfare.

‘What challenges has GST faced in India?

Challenges include complex compliance procedures, technical glitches in the GST portal, varying state-

level implementations, and resistance from certain sectors during the initial rollout.



Additional Resources

Salient Features of GST in India

The Goods and Services Tax (GST) in India has been one of the most transformative fiscal reforms since
independence. Introduced on July 1, 2017, GST aimed to unify the complex indirect tax structure into a
single, comprehensive tax system, thereby streamlining taxation, reducing cascading effects of taxes, and
fostering economic growth. This review delves into the myriad features of GST, exploring its design,

implementation, and impact on India's economy and administrative framework.

Introduction to GST in India

GST is a destination-based indirect tax levied on the supply of goods and services across India. It replaces
multiple indirect taxes previously levied by Central and State governments, including excise duty, VAT,
service tax, luxury tax, entertainment tax, and more. The overarching goal of GST is to create a single,

unified market by harmonizing tax rates and procedures.

Salient Features of GST in India

Understanding the salient features of GST is crucial to appreciate its design and operational mechanics.

Below, we explore the key aspects that make GST a unique and comprehensive tax system.

1. Dual Structure of GST

India adopted a dual GST model, which involves both the Central Government and State Governments.

This structure ensures shared taxation rights, fostering cooperation between multiple levels of government.

- CGST (Central Goods and Services Tax): Collected by the Central Government on intra-state transactions.
- SGST (State Goods and Services Tax): Collected by State Governments on intra-state transactions.
- IGST (Integrated Goods and Services Tax): Collected by the Central Government on inter-state supply of

goods and services, which is then apportioned between the origin and destination states.

This dual model maintains fiscal federalism, allowing both levels of government to generate revenue while

avoiding double taxation.



2. Comprehensive Tax Coverage

GST consolidates a broad range of indirect taxes into a single tax framework:

- Taxes subsumed under GST:
- Central Excise Duty

- Service Tax

- VAT (Value Added Tax)

- Luxury Tax

- Entertainment Tax

- Purchase Tax

- Entry Tax

- Additional Customs Duty

By doing so, GST simplifies compliance and minimizes tax cascading, where tax is levied on tax.

3. Destination-Based Taxation

GST is levied at the point of consumption rather than at the point of origin. This means that the tax
revenue accrues to the state where the goods or services are consumed, aligning incentives with

consumption patterns and promoting fair revenue distribution among states.

4. Uniform Tax Rates and Structure

- The GST Council, comprising Union and State Finance Ministers, determines uniform tax rates.

- The standard GST rate is set at 18%, though there are lower rates for essential items and higher rates for
luxury goods.

- Multiple slabs exist (e.g., 5%, 12%, 18%, 28%) to accommodate different categories, facilitating a balanced

approach to taxation.

5. Input Tax Credit Mechanism

One of the core principles of GST is the seamless flow of input tax credit (ITC):

- Businesses can claim credit for the tax paid on inputs (raw materials, components, services).
- This credit can be offset against the GST payable on the output, reducing the cascading effect.
- Proper documentation and invoice management are essential for availing ITC, ensuring transparency and

compliance.



6. Threshold Limits and Composition Scheme

To ease compliance, GST provides:

- Threshold exemption limits: Small businesses with turnover below a specified threshold are exempt from
registration (e.g., Rs. 20 lakhs for most states, Rs. 10 lakhs for special category states).

- Composition scheme: Small taxpayers with turnover up to Rs. 1.5 crore can opt for a simplified tax
structure, paying a fixed percentage of turnover without detailed input credit claims. This reduces

compliance burden but limits input tax credit claims.

7. E-Governance and Digital Infrastructure

GST implementation relies heavily on technology:

- GSTN (GST Network): A shared online platform facilitates registration, filing of returns, payments, and
refunds.
- Electronic invoicing: Ensures transparency, reduces fraud, and streamlines data collection.

- Automated reconciliation: Matching of input and output tax details enhances compliance and audits.

8. Registration, Filing, and Compliance

- Mandatory registration for entities exceeding specified turnover thresholds.
- Regular filing of GST returns (GSTR-1, GSTR-2, GSTR-3B) depending on the nature of transactions.
- Payment of GST dues within stipulated timelines.

- Strict penalties for non-compliance, promoting transparency and accountability.

9. Anti-Profiteering Measures

GST law incorporates mechanisms to prevent unfair profiteering:

- Anti-profiteering authority: Monitors whether reductions in tax rates or input costs are passed on to
consumers.
- Consumer protection: Ensures fair pricing and discourages unjustified price hikes post-GST

implementation.



10. Impact on Business and Economy

- Simplification of tax structure: Reduced compliance costs for businesses.

- Boost to MSMEs: Lower tax burdens and easier access to input credits.

- Promotion of a unified market: Facilitates free movement of goods and services, reducing interstate
barriers.

- Revenue implications: Increased tax base and compliance, though initial teething problems caused

disruptions.

Additional Noteworthy Features of GST in India

Beyond the core features, certain aspects stand out:

- Tax on E-Commerce: E-commerce operators are required to collect TCS (Tax Collected at Source),
ensuring tax compliance in digital transactions.

- Tax Rate Rationalization: The GST Council periodically reviews and adjusts tax slabs to adapt to economic
needs.

- Special Provisions for Certain Sectors: Exemptions, composition schemes, and special rates for sectors like
real estate, healthcare, and agriculture.

- International Trade Facilitation: Simplified procedures for exports, with zero-rated supplies encouraging

exports and competitiveness.

Conclusion: The Salience and Challenges of GST

The introduction of GST in India marks a significant step toward a modern, efficient, and transparent
taxation system. Its salient features—such as dual structure, input tax credit, uniform rates, and technological
backbone—have revolutionized indirect taxation. GST has contributed to formalization of the economy,

improved ease of doing business, and increased revenue generation.

However, challenges persist, including compliance complexities for small businesses, frequent rate
revisions, and administrative bottlenecks. Continuous reforms, technological enhancements, and stakeholder

engagement remain vital to realizing GST’s full potential.

In essence, the salient features of GST underscore its role as a game-changer in India’s fiscal
landscape—aiming for a seamless, fair, and growth-oriented tax system that aligns with the nation's

developmental aspirations.
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