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ABSTRACT 

“GST is a tax on goods and services with value addition at each stage having comprehensive and continuous chain of set of benefits from the producer’s / service provider’s point up to the retailer’s level where only the final consumer should bear the tax.” GST and it‘s  impact on Indian Economy is designed for every such person who wants to strengthen his understanding of GST, irrespective of his/her academic back ground or age. Since it’s a totally new concept in India, every person will benefit as it will be taught from scratch The Goods & Services Tax (GST) has arrived in India from 1st July 2017. It is Uniform Indirect Tax Law across India in all the states and Union Territories replacing Central Excise Duty, Service Tax and State Value Added Tax (VAT) While the introduction has been smooth, the journey in the GST regime had its share of challenges. Some of the major challenges were the initial issues faced by the exporters and the technology challenges in compliances apart from other procedural issues like challenges in claiming transition credits etc.
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Introduction
The Goods and Services Tax is meant to be a unified indirect tax across the country on products and services. In the current system in India, tax is levied at each stage separately, by the Centre and the State, at varying rates, on the full value of the goods. But under the Goods and Services Tax system that is set to be introduced, tax will be levied only on the value ADDED at each stage. It is a single tax (collected at multiple points) with a full set-off for taxes paid earlier in the value chain. Thus, the final consumer will bear only the GST charged by the last dealer in the supply chain with set-off benefits at all the previous stages.
On Business and Industry

Easy compliance: A robust and comprehensive IT system is to be the foundation of the GST regime in India. Therefore, all services such as registrations, returns, and payments would be available to the taxpayers online, making compliance easy and transparent.

Uniformity of tax rates and structures: GST will ensure that indirect tax rates and structures are common across the country, thereby increasing certainty and ease of doing business. In other words, GST would make doing business in the country tax-neutral, irrespective of the choice of place of doing business.

Removal of cascading: A system of seamless tax-credits throughout the value-chain, and across boundaries of States, would ensure that there is minimal cascading of taxes. This would reduce hidden costs of doing business.
On Consumer
Single and transparent tax proportionate to the value of goods and services: Due to multiple indirect taxes being levied by the Centre and State, with incomplete or no input tax credits available at progressive stages of value addition, the cost of most goods and services in the country today are laden with many hidden taxes. Under GST, there would be only one tax from the manufacturer to the consumer, leading to transparency of taxes paid to the final consumer.
Impact of GST on GDP of the country
According to Nomura, the short term impact of GST could be mixed. It could temporarily hurt growth owing to an increase in taxes on services, which account for 60% of Indias GDP. It could also drive up headline CPI inflation by 20-70bps in the year of implementation due to incomplete pass-through of tax savings by firms, while it could also raise general government (Centre + State) tax collection with the central governments share (within the GST tax base) most likely rising and that of the State falling. However, in the long term, the GST will be clearly positive as gains from a more efficient tax system, greater price competitiveness (reduced costs), and the removal of interstate tax barriers should boost growth via higher exports and investments, structurally lower inflation, and higher government (Centre + State) tax revenues, enabling greater general government fiscal consolidation.
Impact of GST on common man
The impact of GST on the prices of goods and services will largely depend on the item in question. It will also depend upon the respective State governments and their intervention with respect to controlling prices of essential commodities. Milk, for example, which is likely to see a spike in prices after GST is implemented, can still be sold at cheaper rates, if the state government offers a subsidy on it.

Whether the GST will be beneficial for the poor or not only time can tell. Prices of vegetables and fruits are likely to rise under the GST regime and services such as eating at restaurants will get more expensive. What will likely get cheaper are items such as clothes, as cascading taxes at various stages of manufacturing would no longer apply to them.
Impact of GST going to benefit people below the poverty line
With respect to people living below the poverty line, while there might not be a direct impact of GST as such since basic necessities like food are unlikely to attract GST, increased collections of GST with a larger tax base shall provide an impetus to the Government to allocate more money toward social and poverty alleviation programmes. Thus, GST should benefit all sections of the society.

Impact of GST on consumer durable products post-GST
In GST, we can expect to have a standard rate (not yet finalised) of 18%-20%. This is based on the Chief Economic Advisors suggestion. We understand that there is discussion going on between the Centre and the States to firm up the rate. Assuming that the standard rate is 18%, typically the same will apply to all goods except certain goods of essential nature as well as demerit goods. Consumer durable products are generally understood as goods that

will attract a standard rate (exceptions could be for goods which are subject to higher rate as demerit goods).

For example, if we take washing machine, the current rate of excise duty for manufacture of washing machine is 12.5% and on its sale the same would be subject to a VAT of 14.5% (in Tamil Nadu). The combined tax would come up to 27%. However, under GST, if the same is considered under standard goods, it would be subject to a levy at 18%. To that extent, there would be a lower tax impact under GST. Thus, an individual product specific comparison would be required to be done.
Prices in which sectors are likely to increase post GST
There are sectors which are enjoying exemption or a lower rate of excise duty or VAT (example: tractors are exempted from excise duty and attract a TNVAT rate of 5%).

In the GST context, the same may be taxed at a general rate or perhaps at 12% or any other lower rate. Accordingly, the rate of 12% (if fixed) can result in higher tax.

Let us take another example: There are sectors which are presently subject to a peak rate of duty (example: ready-to-eat food packets, which attract an excise duty of 12.5% and TNVAT of 14.5%). Under the GST context, assuming a rate of 18% is fixed, it can result in lower tax.

An increase or decrease in prices on account of tax will be a function of not only the rate-related impact but also other factors like unlocking of credit or seamless availability of credit and the decision of the manufacturer or the trader to absorb the GST impact.

Impact of GST on e-commerce
A recent report by Crisil explains the impact of GST on ecommerce. E-commerce players have a large number of sellers listed on their platform. These sellers will have cash-flow issues as they will have to claim refunds for tax paid on inputs, which e-tailers will not be able to account for. Thus, this will increase the compliance burden for e-commerce players. Further, any payment made to a supplier would be subject to tax collected at source at the notified rate. This might create a rift between sellers and e-commerce companies.

Impact of GST going to make education cheaper
Schools and colleges are services that are not taxable. However, privately offered educational services such as tuitions and coaching institutes will likely get more expensive with GST.

Impact of GST cause a rise in the price of essential commodities
Typically, basic items like milk are not subject to either excise duty or VAT. If assuming they are brought under GST, there will be an impact. Processed foods (such as fruit jam, jelly, and so on), which are currently subject to a 6% excise duty and 5% VAT under Tamil Nadu VAT, can attract a GST rate of 18%.
Impact of GST alter the logistics of business
According to foreign brokerage Nomura, GST will lead to the elimination of Central Sales Taxes and inter-state VAT arbitrage possibilities. This will lead to the consolidation of warehouses and increased efficiencies in the logistics chain. Overall, it expects significant reduction in logistics costs across the value chain. CRISIL Research expects the rollout of GST to bring down the logistics costs of companies engaged in the production of non-bulk goods by as much as 20%. Savings will accrue as a result of gradual phasing out of the central sales tax (CST), consolidation of warehouse space, faster transit of goods since local taxes will be subsumed into the GST and as state level check posts will be dismantled.

Impact of GST on medicine prices
There are some lifesaving medicine drugs which are currently enjoying lower duty rates under the excise duty regime and VAT. We will have to wait and watch whether such lower rates continue under GST as well.

Impact of GST on Real estate prices change post-GST
A typical real estate offering (i.e. building construction) is expected to have combination of both goods and service (assumption: 40% service portion and 60% goods). The combined rate of both service tax and VAT would be 14.7%, whereas under GST the same could be subject to a levy of 18%. GST shall not be applicable on immovable property (i.e. land).

Impact of GST on  the financial relationship between States and the Centre
Aligned with Indias federal structure, the GST model is proposed to be a dual structure, under which taxes will be levied and collected by the Union Government (Central GST) as also the respective State governments (State GST). This dual GST model would be implemented and governed by the CGST Act, IGST Act, and the SGST Acts of each State as also common rules determining valuation, place of supply, place of origin, and so on. This would imply that the Centre and the States would have concurrent jurisdiction on the entire value chain.

Under the GST regime, the Central Government and the State governments would be required to work closely in a coordinated manner, as the IGST collected by the Central Government to be apportioned to the respective States and Central government has to mandatorily compensate the State governments for 5 years for losses that may be incurred on account of the implementation of GST.

Impact of GST on the States
States are going to experience a major change in the entire tax administration and levy structure due to the advent of GST. Introduction of GST will have the following major effects on the States:

•
Movement of GST revenues from the origin States to the destination States.

•
Loss of revenue due the abolishment of State levies like VAT, entry tax, luxury tax, and so on, which will get subsumed under GST.

•
Dilution of fiscal autonomy, as the States will not be allowed to introduce any new taxes, change rates of tax, or give exemptions to any class of goods or services as they will.

•
A potential increment in the State revenues on account of collection of GST on services being received in their States, as also with IGST being applicable on import, and inter-State trade, the State portion of which will belong to them.

•
States will need to learn taxation of services. It would be particularly relevant for state authorities to educate themselves with the place of supply rules for services and the principles governing intra-state and inter-state supply of services. Ensuring no evasion and dual taxation of service transactions across state boundaries could be a colossal task for the States.
Impact of GST on local bodies
Under the GST regime, it is expected that all the current State specific levies like Octroi, local body tax, entry tax, and so on, may subsume into one common tax net, wherein the revenues would be divided between the Centre and the States based on a mutually-accepted formula. However, under Article 243X of the Constitution of India, the States have the power to authorise a municipality to levy, collect, appropriate, or assign taxes, duties, tolls and fees.

In this regard, it is pertinent to note that the Ministry of Urban Development has also been expressing its concerns regarding its loss of revenue in the unified tax regime in case all the local body, municipality taxes are subsumed in the new regime. The Ministry of Urban Development had suggested that 25 to 30% of the States share of the GST should be attributed to the urban local bodies to compensate for the huge fiscal gap.
Conclusion 
One of the largest Tax reform since independence.The majority of consumer goods on the current taxes are higher on the side. Most of the goods (for example, electronics, beauty products, non-luxury automobiles) attract an excise duty of 12.5% ​​and a state levy of VAT at 12.5% ​​to 15%. Additionally, in the current scenario, there is numerous cascading effect i.e. Tax on tax on the account of CST, VAT, Octroi, entry tax, local body tax, etc. till the product reached the ultimate end-customer. Such indirect taxes of a combined effect are 25% to 30% effective tax rate and the burden is With the unified rate of GST, the prices of the most goods will be significantly in the total indirect tax cost. 

This decrease in indirect tax can lead to decrease in manufacturing cost and increase in baseline profits, giving ample space for reducing prices and benefiting end-users.
What will get cheaper? Branded goods: The indirect taxes on branded goods are down 18% . At present, the effective rate of taxes for these items is pegged at 23-24 percent. Hotels and Restaurants: Hotel stay after the implementation of GST will become cheap.
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