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General Studies-3; Topic: Indian Economy and issues relating to planning, mobilization 
of resources, growth, development and employment. 

 

Examining the cost of GST 
 
Introduction  

• The Goods and Services Tax was introduced to replace the complex order of entry levies and sales 
tax in India. 

• It also aimed to modify tax compliance and administration within the country.  
 
Positive Impact 

• GST has been successful in facilitating the free movement of goods in the country. 

• Earlier, checkposts served as bottlenecks that not only involved a lot of waiting time but were also 
breeding spots for corruption. 

• Thanks to GST, the only requirement at these checkpoints is now the e-way bill. 

• The e-invoice system has now become an integral part of doing business in India. The law has slowly 
expanded its coverage coverage. 

• The GST number that can track every supply chain transaction has helped to address fraudulent 
claims and fake invoicing. 

 
Negative Impact 

• GST has raised issues between states and the Centre.  
o It harms producer states and rewards consumer states in terms of revenues.  
o Though the government decided to roll out compensations for five years of revenue losses 

for such states, the pandemic affected this plan. 

• A large burden of the slowdown has been passed on to the states as the Centre has been steadily 
increasing cesses and surcharges to earn revenue. 
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• Federalism is also suffering because of GST from a broader perspective.  
o State governments have lost most of their independent taxation powers, which has 

increased their dependence on the Centre.  

• Sectoral issues with GST continue to persist.  
o Fuel is out of its purview and the airline industry doesn’t get credit for taxes on jet fuel.  

• With a 28 per cent GST rate on products like plywood, automobile parts, and electronic items, 
potential buyers are forced to opt for unregistered dealers.  

• India’s online gaming sector is one of the fastest-growing sectors in the media and entertainment 
space.  

• Thus, an increase in this tax burden leads to a loss of investments. 
 
Concerns / Challenges 

• The amplification of the Centre-state disparity after GST was implemented has put Indian federalism 
in a tight spot.  

• Each state has the same voting right in the GST council irrespective of its population. 

• The decisions of the council are binding on Parliament — in contravention to the principle of 
parliamentary sovereignty. 

• The delay in establishment of an appellate tribunal related to GST is increasing the burden on the 
judiciary. GST refunds and numerous court cases are alarming. 

 
Way Forward 

• As GST matures and evolves, the impact on the economy may be further accentuated by bringing in 
reforms to make the law more efficient. 

• As state revenues are suffering, there is an urgent need for the inclusion of gasoline, diesel, jet fuel, 
real estate and electricity under GST. 

• We need to create another institution in the form of a GST state secretariat that can bring together 
senior officers from the Centre and states in an institutional forum registered under the Society Act.  

• This forum could also provide a common point of contact for trade and industry to redress the 
grievances on non-policy matters.  

• The success of GST lies not only in the revenue growth it has brought about but also in making India 
a truly single market.  

• Such an achievement in this land of diverse economic considerations is a win for India’s federal 
roots. 
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