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1. INTRODUCTION: 

GST is one of India's most important tax reforms, and it has been in the works for a long time. It is a 

comprehensive tax system that combines all state and federal indirect taxes, as well as an united economy, into a single 

national market. India is a federal country with both the central and state governments levying indirect taxes. State 

governments levy a value-added tax. Every state has the authority to set tax rates and regulate the tax system as they see 

fit. The Indian Constitution clearly defines the power of taxation. The Constitution (122nd Amendment) Bill, which aims 

to implement a Goods and Services Tax (GST) regime in the country, has finally been brought up for debate in 

Parliament. It came into force from 1st July 2017. It can be looked as simplification of indirect taxes in the country and 

avoiding unnecessary complexities.  India is a federal country with a variety of tax regimes and structures, with both the 

federal and state governments levying taxes. GST brings all indirect taxes under one roof, and it is a watershed moment 

in the Indian tax structure. It is expected to smooth out the kinks in the existing indirect tax system and play a critical 

role in India's and other states' growth. In this context, the proposed research project aims to investigate and analyse the 

issues and prospects of GST implementation in Telangana, as well as its impact on the Indian economy. 

 

1.1 A Retrospect on Reforms in Indian Tax System   

Wilhelm Von Siemens proposed the Value Added Tax (VAT) for the first time in Germany in 1919 as an 

improved turnover tax. Prof. Thomas S. Adams of the United States of America suggested a sales tax in 1921. The 

Shoup mission (a group of American tax experts led by Carl S. Shoup) proposed the use of VAT for the restoration of 

the Japanese economy in 1949. Then, in 1954, France became the first country to apply VAT. 

More than 160 nations throughout the world have introduced Value Added Tax (VAT), including our neighbour 

Pakistan, which is also introducing GST. In Pakistan, however, GST is called as "General Sales Tax." It is called as 

"General Consumption Tax (GCT)" in one of Africa's countries. It is also known as the Goods and Service Tax in a 

number of nations (Table-1) around the world (GST). It is also known as "GST" in Australia, Canada, Singapore, and 

New Zealand. After Brazil in 1960 and Canada in 1991, India will be the third country to implement a dual GST (taxed 

by both the federal and state governments). Except for the fact that VAT is imposed on products and GST is imposed 

on goods and services, there is no difference between GST and VAT. Again, GST is not a separate tax; it encompasses 

all indirect taxes. This means that all indirect taxes will be grouped together. 
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Table 1: List of the countries implementing of VAT/GST 

Serial No. Region Numbers of Country 

1 ASEAN 7 

2 Asia 19 

3 Europe 53 

4 Oceania 7 

5 Africa 44 

6 South America 11 

7 Caribbean, Central & North America 19 

Sources: http://gst.customs.gov.my/en/gst/Pages/gst_ci.aspx (as on 14/08/2015) 

 

India is a federal country with both the federal and state governments levying taxes. The Indian Constitution 

clearly defines the power of taxation. At the moment, 37 governments (including a central government, 29 state 

governments, and 7 union territories) impose tax on the same commodity at different rates. Where the federal 

government collects both direct and indirect taxes, and the state government exclusively collects indirect taxes. 

 

2. REVIEW OF LITERATURE: 

 Srinivas K. (2020). In his Study on “Perception of Goods and Services Tax: A Case Study of Multi-brand 

Provisional Store in Hyderabad," the Research Scholar claims that the GST will boost economic growth. In the long 

run, the implementation of GST will result in higher output, more job possibilities, and a 1 to 1.5 percent increase in 

GDP. The Goods and Services Tax (GST) can be used to govern fiscal policy. It will cut the cost of conducting 

business, making domestic products more competitive in both the home and foreign markets. 

 Toran Lal Verma et al. (2020) stated that the Indian economy has been battered by the Tragic-Trio in the recent 

four years. While the government's policy decisions to enhance the economy included demonetization and the 

introduction of GST, the COVID-19 epidemic has shook the world's economies. All three of them have had a 

significant impact on the Indian economy. Since the demonetization in 2016, the economy has been at a standstill, and 

the economy is still in a state of decline. It was written in an attempt to investigate the trio's effects, including positive 

and negative elements. 

 Sacchidananda Mukherjee (2021), the author of the study "Revenue Shortfall and GST Compensation: An 

Assessment," stated that the demand for GST Compensation by States is expected to be Rs.3 lakh crore in 2020-21 

during the 41st meeting of the GST Council on August 27, 2020. In 2020-21, the shortfall in the GST compensation 

fund is expected to be Rs.2.35 lakh crore, the shortfall on GST implementation is estimated to be Rs.97,000 crore, and 

the rest of the amount, Rs.1.38 lakh crore, is attributed to the COVID-19 Pandemic. States received GST compensation 

from the GST compensation fund prior to 2020-21. The demand for GST compensation has increased over time, with 

part of the increase attributable to the decrease of GST rates for numerous items throughout the GST implementation 

phase. As a result, the effective GST rate has been reduced in comparison to the desired rate for revenue neutrality. 

 

3. OBJECTIVES OF THE STUDY: 

1. To study the concept and features of GST. 

2. To identify the problems in implementation of GST both at central and state levels. 

 

4. RESEARCH METHODOLOGY: 

The present research is an empirical study on problems and prospects in implementation of GST in Telangana 

state, for which the data will be collected from the secondary sources i.e., various published records, books, journals 

and other relevant websites. 
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4.1 Goods and Services Tax (GST) in India:  

GST was initially introduced in India on February 28, 2006, in Finance Minister Shri. P. Chidambaram's budget 

speech for the fiscal year 2006-07. The Finance Minister stated in the Union Budget 2007-08 that GST will be 

implemented on April 1, 2010. The central and state governments collaborated to develop a roadmap for GST 

implementation in India. On April 1, 2010, they planned to implement GST, which would "replace the old VAT and 

Service Tax," however certain states were not ready. After that, on April 1, 2012, the government planned to reintroduce 

GST, however it was postponed due to management and infrastructure issues. Finance Minister Arun Jaitley introduced 

the 122nd constitution amendment bill in parliament and intends to implement GST reform by 1stApril 2016. The 

advantage of GST is that it will replace indirect taxes which are levied by central and state governments. The GST 

structure will present a transparent system which will be helpful to reduce the burden of cascading effect and it will also 

improve the tax compliances and Tax collection. GST will prove the uniformity of taxes in all over the country. 

 

4.2 Models of the GST:  

a) GST at Central Government level only  

b) GST at State Governments level only  

c) GST at both, Central and State Government level  

 

4.3 Important features of GST: 

"For the First Time in India, a Discussion on GST" delves into the fundamentals of its structure and implementation. 

Of course, some of the details are already known to us, while others will assist in clarifying some of the proposed 

design's characteristics. Some of the important features of the proposed GST reform are:  

 This dual GST model would be implemented through a certain numberof legal provisions. The GST shall have 

two mechanisms: one levied bytheCentral Government (CGST), and the other levied by the States (SGST).  

 In the First Discussion Paper on GST released by EmpoweredCommittee has given its recommendations that the 

Central Taxes and State Government Taxes should be subsumed under the GST.  

 
Model of GST 

 

4.4 Central Government tax (CGST) and State Government Tax (SGST): 

Taxes subsume under CGST are Service Tax, Central Excise Duty, Additional Excise Duty, Excise Duty under 

Medicinal and Toiletries preparation Act, Additional customs duty, Countervailing Duty), Surcharge, Cess, etc. 

Taxes come under the SGST are VAT/ Sales Tax, Entertainment Tax, Luxury Tax, Taxes on lotteries, Betting and 

gambling, Entry Tax, Octroi, etc. 

 The GST would be applicable to all transactions of goods and services except the exempted goods and services.  

 The Empowered Committee has proposed two Tax rate structure for GST- one a low rate for essential items and 

another standard rate for the remaining goods and services. Proposed rate of GST will be 16% to 20% and a 

special rate will also be levied on precious metals  
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 There will be separate tax administrations at the centre and the state level. The CGST and SGST are to be paid 

to the accounts of the CentreandtheState individually.  

 The CGST will have a threshold of Rs. 1.5 crores and SGST proposed at Rs.10lakhs.  

 Every taxpayer would be allotted a PAN-linked,taxpayer identification number (TIN). It will be 12-15 digits. 

 Alcoholic product, Tobacco and Petroleum products will not come under the GST. State Government could 

continue with the VAT and Central Government could also continue its levies.  

 13thFinance Commission has also announced Rs.50,000 crores compensation package for states in case of 

revenue deficit, there is a concern raised by the states regarding their freedom to levy tax and increase the tax 

rates at their discretion. Proposed rate of GST will be 16% to 20% and a special rate will also be levied on 

precious metals discretion.  

 

5. PROBLEMS IN IMPLEMENTATION OF GST BOTH AT CENTRAL AND STATE LEVELS: 

5.1 Difficulties at the time of introduction of GST: 

Some of the problems reported at the time of introduction of GST: 

a) Protest against GST rates: With the implementation of GST, various traders, cloth merchants, private 

security agencies and many others went on protest against GST rates. 

b) The new system of taxation in the country made the traders to protest against high rates of GST. The 

traders participated in the protest came from the business of iron, wire dying, and steel etc. The Steel 

traders were of the opinion that because of the new tax system there was a sudden fall of 40 per cent 

trade due to high rates and elaborate paper works. 

c) The next category is the owners and employees of private security agencies. They also went on a silent 

protest against the levy of 18 per cent GST on security services. Their contention was that a major share 

of wages and benefits are taken away by the new GST system of taxation. They pleaded that they cannot 

survive with the high rate of tax and that their families will be on road if the system is continued with 

this high rate of tax. 

 

The significant challenges in implementation of a harmonized and Integrated GST are as follows: Most concerns 

expressed about the implementation of GST can broadly be divided into three categories – 

 Design issues 

 Operational issues 

 Infrastructure issues. 

 

5.2 Amendment of Constitution 

At present, the States do not have the powers to levy tax on supply of services and the Centre does not have the 

power to levy tax on the intra-State sale of goods. The UPA Government introduced the Constitution (115th) 

Amendment Bill, 2011 for GST on 22.03.2011, but it could not be passed and ultimately lapsed with the dissolution of 

the 15th Lok Sabha. Thereafter, the NDA Government presented Constitution (122nd) Amendment Bill, 2014 for GST 

in Lok Sabha on 19th December, 2014. The Lok Sabha has passed the bill in May, 2015. The Constitution will be 

amended when this Bill gets passed by 2/3rd majority in Rajya Sabha too and thereafter gets ratified by at least 50% of 

the State Legislatures and finally gets the assent of the President of India. Once the Constitution is amended, Central 

GST law will be introduced and passed in Parliament and State GST Laws will be passed in respective States; and then 

the GST will be implemented in India. 

 

5.3 Basic design issues: 

Though the GST's broad design has been finalised, specific issues such as goods and service threshold limits, 

exemptions, the definition of supply, determining the place of supply of goods and services, and transition provisions 

for existing exemptions, among others, must be carefully identified, analysed, and addressed. 
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5.4 IT Infrastructure:  

The procedure of tracking inter-state transactions will be highly complicated, necessitating the use of an 

impregnable IT system. The dual model GST's clearinghouse mechanism will deal with massive amounts of data. It will 

be a mammoth undertaking to design and create an IT system of this size and complexity. The government has 

established a Special Purpose Vehicle (SPV) named the Goods and Service Tax Network (GSTN) for this purpose in 

order to create an enabling environment for the smooth implementation of GST. 
 

5.5 Tax administration: 

The Central Board of Excise and Customs (CBEC) and state tax administrations will be in charge of CGST and 

SGST implementation, respectively. A strong tax administration will be necessary to implement dual GST and track the 

flow of goods and services across the country while also accurately accounting for the accompanying levies. Any risk 

management system will only produce meaningful results if the tax administration is efficient. Inefficient tax 

administrations will be unable to deliver the requisite amount of deterrence, resulting in non-compliance and 

underperformance of the tax system. Last year, the Joint Committee on Business Processes for GST produced four 

reports for public comment: GST Payment Process, GST Registration, GST Refund, and GST Return. 
 

5.6 Revenue Neutral Rate (RNR): 

At present States are charging VAT @ 0%, 1%, 5%, 12.5%/13.5% and 20% besides other levies. Similarly, 

Centre is charging central excise duty @ 12.5%, CST @ 2%, service tax @ 14%. RNR rates are a point of debate and 

will be one of the final issues for consensus between the Empowered Committee and the Centre. Revenue neutral 

rate (RNR) basically means the rate which preserves revenue at desired (current) levels. World over, the average 

GST/VAT rate is around 16.4%. The average rate in Asia-Pacific is 9.88% and Canada and Nigeria have the lowest rate 

of 5%. New Committee has recommended a revenue-neutral rate of 17%-18%, with a standard rate of 17-18% which 

will be levied on most goods and all services. 

 

6. CONCLUSION: 

GST will give the Indian economy a new dimension, with a clear objective of "One Nation, One Market, and 

One Tax," by creating a common market and decreasing the tax's cascading effect on the cost of products and services. 

It will have an impact on the entire indirect tax system. GST is India's most significant tax reform since independence. 

The study indicates that, because it is still in its early stages, the new GST taxing system has its own set of problems 

and challenges. However, if this system is correctly and efficiently applied, it can aid in the improvement of our country's 

financial and economic situation. It will contribute to the creation of a transparent and anti-corruption tax administration. 
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