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GOODS AND SERVICE TAX [GST]
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Abstract :

Le t’ s first b egan w ith the sim p le questio n “What is G ST?”

As m ost of we known tha t G ST is GOODS and SERVICE TAX.A s a law studen t

w e need to ge t m ore know ledge abou t G ST . Tha t’ s w hy I have cho sen th is topic.

Let’ s Start….

First, Evolu tio n and Constitu tiona l A rch itec tu re of Ind ian G ST .

The in troduc tio n of the G oods and Serv ice tax [G ST ] o n 1st July ,20 17 , established

a un ified ind irec t tax system in Ind ia . The re form conso lida ted a fragm ent system

of federa l and sta te taxes- including cen tra l excise du ty , se rvice tax, sta te Va lue

Added Tax (VA T), cen tral sales tax and en try tax - in to a single dom estic ind irect

tax law for the en tire coun try . Th is histor ica l ove rlap o f taxes crea ted a cascading

tax structu re tha t in fla ted produc tion costs and restric ted inte rsta te trade .

U nder the dua l GST fram ew ork , bo th the U n io n and Sta te go vernm ent m a in ta in

concurren t tax ing au thority o ve r a un ified base . Th is dua l system is governed by 4

pr im ary ac t : the Cen tral G oods and Service Tax Ac t, 20 17 ;the Sta te Goods and

Serv ice Tax Act, 2017 ; the U n ion te rritory G oods and Serv ice Tax Act,20 17 ; and

the In tegra ted G oods and Serv ice Tax A ct,2017 .

Th is system is designed to ba lance the fisca l au to nom y o f sta tes w ith the

ob jective of estab lish ing a single na tiona l m arke t.

The alloca tio n of tax ing au thority under the dua l m ode l is de te rm ined by the

geograph ica l b ounda ries o f each transaction . In tra- sta te supplies a re taxed

concurren tly , w ith CG ST and SGST/U TG ST applied in equa l p roportions. Th is

struc tu re is illustra ted by standa rd transac tio na l pa tte rn acro ss diffe ren t states

and te rrito ries.



▶ CGST(Central Goods and Service Tax): Levied by the Centra l Go vernm ent
on in tra-sta te supp lies o f goods and serv ices, w ith revenue acc ru ing

directly to the cen tra l treasu ry. i

▶ SGST(Union Territory Goods and Services Tax): Lev ied by state

go vernm ent on in tra sta te supplies of goods and serv ices, w ith revenue

go ing direc tly to the respec tive sta te governm ent.1

▶ UTGST( Union Territory Goods and Services Tax): Levied on

in tra-te rrito ry supp lies in Un ion Territory w ithou t a leg is la tu re , w ith revenue

go ing direc tly to the Un ion Territo ry’ s adm in istra tio n .

▶ IGST(Integrated Goods and Services Tax): Levied on in te r-state

transac tion , includ ing im ports and expo rt, co llected by the Centra l

G overnm ent and subsequen tly sha red be tw een the Centra l and State

G overnm ent based on the destina tion state .

The destina tion-based consum p tio n tax desig n ensure tha t revenue is

a lloca ted to the sta te where the goods or se rvices a re consum ed, ra ther

than w here they o rig ina ted o r were m anufac tu red. Th is p rinc ip le – based

co llec tio n requ ire clea r ru les fo r Un ion Territories. Those w ith their ow n

legis la tu re such as D e lh i, P uducherry , and Jamm u and Kashm ir, ope rate

under the SG ST fram ewo rk , w h ile those w ithou t legis la tu re , such as

Chandig a rh , Ladakh , Lakshadweep , and Daga r& Nagar have li and

Dam an&D iu , fa ll under the UTG ST system .ii

Secondly, Operational Mathematics and Jurisdictional Distinctions:
To illustra te how tax ra tes app ly acro ss dif fe ren t ju risd ict ions, the fo llow ing

tab le de ta ils the revenue splits fo r typica l in tar-sta te and in te r-state

transac tions.

Transac tion

Type

O rig in

Sta te /U T

Base

V a lue

( INR )

To ta l

G ST

Ra te

Tax Com ponen ts

And lev ised Va lue

Intra-sta te

(S ta te )

M adhya

Pradesh

5000 18% CGST(9% )INR450

SGST (9% )INR450

Intra-sta te

(S ta te )

Gu ja rat 50 000 12% CGST(6% )INR 3000

SGST (6% ) IN R 3000



Inte r-sta te (Sta

te To U T)

Chand iga rh 100 000 18% IG ST (18% ) IN R

18 000

The sta tu to ry ce iling fo r in tra-sta te tax ra tes is def ined under S ection 8 of

the CGST Ac t, w h ich lim its the cen tral levy to a m axim um o f 14% ,resu lting

in a tota l com b ined in tra-sta te lim it o f 28% under the basic dua l tax system .

W hen a transaction is processed , the destina tio n sta te is id en tified to

ensure the revenue is c redited to the correct consum ing sta te o r te rrito ry.

Fo r Exam ple , in the in te r- sta te transaction de ta iled in Tab le 1, b ecause the

goods a re consum ed in dadra and Nagar Haveli & dam an and D iu , the

Cen tra l G overnm ent co llects the 18% IG ST and splits the revenue w ith tha t

U n ion Territo ry adm in istra tion . In con trast, intra-sta te transaction spilt

revenue equa lly be tw een the cen tra l and the sta te o f or ig in .

GST 2.0 Structural Rate Rationalization
The G ST council, com posed o f the U n ion F inance M in iste r and state

finance m in iste r, in tro duced “ GST2.0” during its 56 th meeting on

Sep tem ber 3 ,2025 . Th is re form consolida tes the five-tier ra te m ode l (0% ,

5% ,12% , 18% and 28% ) in to a sim plified three-tie r system : 5% , 18% , and

40% , a long side a N IL schedu le .

Th is structu ra l shift e lim ina te the 12% and 28% slabs, m oving essen tia l

good s and hea lthca re produc ts to the 5% tie r , and standa rdizing industr ia l

and e lectron ic goods a t 18% . Luxury and dem erit item were m oved to the

40% ra te .

The rev ised ra te struc tu re , e ffective Septem ber 22 , 2025 , show s how

spec ific p roduc t ca tego ries transitio ned be tween the old and new slab s.

Category Spec ific Item O ld Ra te ( % ) New Rate (% ) P rim ar Polic y

Ra tiona le

N il

(E xem pted )

Ind iv idua l

health & life

insu rance , 33

specified

lifesaving

drug s, m aps,

e rase r, pencil

5/ 12 /18 0 Enhanch ing

public health

accessib ility

and low ering

educa tio na l

m a te ria l co sts.



5% (Essentia l

& ag ri)

Toothpaste,

sham poo , ha ir

o il, bu tte r,

ghee , cheese ,

irriga tio n

system .

12 /18 5 Reduc ing the

tax burden on

da ily necessity

and supporting

ag ricu ltura l

investm ent.

18% (S tanda rd

Industria l)

AC , te levis ion ,

above 32

inches sm a ll

and m id

ranges ca rs,

co al and

paper

products

12 /28 18 Consolida ting

standa rd

m anufac tu ring ,

se rv ices, and

industrial

inpu ts in to a

single ra tes.

Specif ic ca rveou t rem a in w ith in th is rate structu re . Fo r Exam p le , go ld and silver

con tinue to attract a 3% tax ra te , and ro ugh p recio us and sem i-p recio us sto nes

a re taxed a t a concessiona ry rate o f 0.25% . Furthe rm ore , pe tro leum products

(crude oil, h ig h-speed d iese l,p e tro l, na tu ra l g as, av ia tio n tu rb ine fue l) and a lcoho l

fo r hum an consum p tio n rem a in excluded from the G ST fram ew o rk . These

excluded ca tegories a re taxed under legacy sta te VA T and cen tra l exe rcise

system .

Stratlowegic Policy Recommendations

● Adop t a U n ifo rm G loba l Re fund Polic y: Am end Sectio n 54(3 ) of the CGST

Ac t to e lim inate the a rt ific ia l d istinc tio n be tw een inpu ts, inpu t se rv ices, and

cap ita l g oods . If a sec to r faces a struc tu ra l inve rs io n , the en tire

accum u lated ITC shou ld be clean ly re fundable to un lock business cash

flow .

● In troduce an “ Elec tron ic Cred it Ledger Sa fe Harbour” : To sa fegua rd

businesses aga inst sudden supply cha in d isrup tio n from vendo r de fau lts ,

the tax ne two rk shou ld offe r an au tom ated grace w indow .If a buyer

m a in ta in an exce llen t h isto ric a l com pliance score , they shou ld be perm itted

a provis iona l c redit runway wh ile the tax au thorities pursue the defau lting

vendor direc tly.

Core Research Variable and Analytical Framework



There a re th ree p illa r in the core GST research , and here a re the o verv iew

of each p illar :

P illa r 1:

▶ Pilla r 1 :

W h ile low ering tax bracke ts on da ily consum er produc ts and

housing inou ts (such as cu tting cem ent from 28% to 18% ) reduces

household expenses, it trig ge r a seve re co rpo ra te f inance cha llenge

know n as the Inve rted Duty Struc tu re .

▶

The deplo ym ent of the Z ero M ism atched Polic y represen ts a m assive

com pliance leap. If a vendo r de lays filing the ir GS TR-1, or a typo occur

during entry, the pla tfo rm trig ge r a rig id ITC Hard B lo ck . Th is sto ps the

purchasing business from filing its sum m ary re tu rn (G STR-3B ) un til the

m ism atched is clea red .

▶
Prev io usly , Ind ian se rv ice pro vid e r se rv ing o versea clien t w ere fo rced to

pay an 18% tax because the “ place o f supp ly” was lega lly trea ted as

India . A lign ing the place of supply directly w ith the globa l rec ip ien t’ s

loca tion successfu lly c lass ifies these transac tion as genuine zero-ra ted

expo rts. Th is s ingle change allow the dom estic IT, IT ES , and se rv ice

expo rt sec tors to fu lly recla im the ir inpu t tax cred its , drast ica lly boo sting

glo ba l m arke t com petitiveness.

Now I come to my topic conclusion,
The im p lem entation of the G oods and Service tax(GST) m arks the m ost

s ig n ific an t econom ic and fisca l re fo rm in m odern ind irect taxa tio n

h isto ry. By rep lac ing a com p lex fragm ent w eb o f cen tra l and state

levies, G ST fundam enta lly transform ed the econom ic landscape from a

chao tic tax ne tw ork in to a un ified na tio na l m arke t.



In m y a rtic le I have expla in a ll the essentia l e lem ents and consequences

in de ta il. T he GST have m ade life easy of the comm on people and the

go vernm ent.

U ltim a te ly, G ST is not just a tax re form ; it is a struc tu ra l revo lut ion .

It has fu lfil the vis ion o f “ One Nation , One tax” . Before G ST ,

businesses had to nav iga te a m aze of o ve rlapp ing du ties inc luding

Centra l exc ise , S e rvice Tax, VA T, En try Tax, and Luxury Tax. G ST

successfu lly consolida te these in to a stream lined , dua l-com ponen t

system (CGST , SG ST, and IGST).

M ov ing fo rw ard, the true success of G ST w ill lie in its next phase of

evo lu tion . To m axim ize its econom ic poten tial, the go vernm ent w ill

need to focus on na rrow ing dow n the num ber of ra te tax s lab s,

reduc ing the com pliance fric tio n fo r sm a ll-sca le en trepreneurs, and

progressive ly in tegrating exc luded sec tors like pe tro leum and e lec tric ity .

U ltim a te ly, G ST has successfu lly la id dow n a h igh ly transpa ren t,

pred ic table and resilien t fo unda tio n tha t w ill co n tinue to drive fisca l

grow th fo r decades to com e.

THANK YOU


