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Abstract 

Since independence in 1947, India has implemented many major taxation reforms; however, the 

Goods and Services Tax, also known as GSTimplementation on 1
st
 of July, 2017, is considered 

to be the most remarkable. It was initially booked for execution in April 2010, however was 

deferred because of policy centered issues and clashing interests. The GST plot is planned to 

unite all roundabout assessments in India, including central extract charges, value-added taxes, 

and service taxes, into a single taxing system. 

Prior to this, distinct taxes or duties were assessed based on a wide range of mind-numbing 

concepts, including manufacturing costs, value addition and subtraction, origin, territorial issues, 

among others. The Indian taxation system has been subjected to countless committees, 

commissions, amendments etc. both before and after independence. Having delved into the 

complexities of various tax provisions, the GST has evolved into an umbrella tax covering most 

of the taxes and duties that will become a unified tax. Our study aims to enlighten readers on 

various issues concerning the origins and evolution of the GST regime, as well as its probable 

impact on corporate governance in general and Indian corporations in particular.   

Keywords: Goods and Services Tax, Corporate Governance, taxation, unified tax, Indian 

corporations 

 

Introduction 

Centre and states share taxation powers under the Indian Constitution. There are certain areas 

where both kinds of government are able to collect taxes, whether it's the state or the centre. A 

company's profits are subject to a company income tax, which is the prime responsibility of the 

central gov. It is commonly knownas direct tax. Direct taxes are paid for goods manufactured, 

services provided, and consumption. As a rule, indirect taxes on manufacturing and provision of 

services can only be levied by the central government in India. The states are responsible for 

levying consumption taxes [1]. 

In view of their improper estimating on the lookout, taxes are the only means of financing the 

public goods. Governments can levy it only with tax funds [1][3]. The taxation system must be 

designed appropriately so as to avoid any distortions of the market or failures of the economy. In 

order to raise revenue efficiently and effectively, taxation laws should be highly competitive [2]. 

https://cibg.org.au/


Journal of Contemporary Issues in Business and Government Vol. 27, No. 06, 2021  

https://cibg.org.au/ 

                                                                         P-ISSN: 2204-1990; E-ISSN: 1323-6903  

                                                                            DOI: 10.47750/cibg.2021.27.06.126 

 

1590 
 

Indian taxation was transformed by the British empire. Despite incorporating modern and 

scientific taxation techniques, it was exclusively favorable to the British empire.  

An altogether new managerial and tax collection framework was implemented in India by the 

British in 1922. Specifically, there are two major categories of taxes in this system: Direct Taxes 

and Indirect Taxes. Indian government and state governments control, impose, and update the 

taxation system. Indian Constitution gives the State Government System and Central 

Government System the authority to levy taxes [4]. 

  Remember that the manufacture of a shirt must come before its consumption. In this case, a 

central excise tax is levied at the factory gate by the government [5][7]. As a result, a consumer 

purchases the shirt in a retail outlet. At this point, the state government taxes consumption in the 

form of VAT. Consequently, the cost of the shirt is expanded by a processing plant entryway 

charge, and one more expense is added to the last cost. States have restrictive ward over 

utilization charges inside their boundaries, so merchandise showing up from different states are 

thought of "imports." For instance, in the event that a shirt producer in Uttar Pradesh buys color 

in Bihar, he would need to pay both the Bihar state extract charge and the focal extract charge 

[6]. 

A tax would be levied by the state of Uttar Pradesh if the shirt were sold there. An "export" tax 

called central sales tax is collected by Uttar Pradesh on shirts sent across the state's border and 

sold in Delhi. According to the example, India is economically fragmented but politically one 

country. Whenever commerce crosses state boundaries, there are multiple taxes. Due to this, 

everyone pays more and the Indian economy is more challenging for Indians [8].  

A constitutional amendment to introduce GST in India finally received the Rajya Sabha's 

consent. The motion was unanimously approved by the majority. On the agenda of the Narendra 

Modi government, it is perhaps the most important economic reform. We are all affected by this 

reform.   

1.1.Taxation System of India (Before GST) 

A nation's duty approaches impact its economy as far as proficiency and value straightforwardly. 

Charge approaches assume a basic part in deciding any nation's advancement. Charge strategy 

that is powerful is one that watches the whole pay circulation and that creates charge income for 

the Central Government and the State Governments in a way that adds to the country's 

foundation, safeguard, public conveniences, individuals' security, and commodities. India's 

Constitution gives a system to the burden of aberrant expenses [3][6]. 

As indicated by Article 246, the State and Central legislatures are engaged to demand and gather 

circuitous duties based on exchanges including items and administrations. A producer's tax 

assessment framework might be not quite the same as another maker's, contingent upon where 

they sell their item or the amount they import or commodity [7]. A system based on indirect 

taxation based on origin imposes tax and collects it based on the occurrence of taxable activities 

[9]. 
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Figure 1 Indirect Taxation India had before GST (Source "[1]") 

According to Article 246 of the Constitution System of India, Figure 1 shows the indirect 

taxation system in India.  

1.2.Taxes Now (Simplified) 

If one digs into the roots, it becomes evident that GST is an indirect tax reform designed to 

create a single market and eliminate tax barriers between states. This can be accomplished first 

by amending the Indian constitution so that multiple levels of government have less power to 

impose taxes. As a result, once these measures are implemented, the tax barriers between states 

as well as between the center and the states will dissipate [2][5]. 

A common market in India was created by amending the constitution only through indirect 

taxation reform.  

Thus, the centres and states must craft their own laws after the constitution is amended to flesh 

out the details of GST. The relevant provisions and procedures will be developed in subsequent 

legislation.Shortly put, the amendment to the constitution is only the beginning of the legislative 

process [5]. 

Tax payers must become GST compliant in order to be able to test system changes before the 

GST is presented by the GoI  on April 17, 2017. As indicated by the working geology, size and 

area of the organization, and the progressions would be significant, and a period bound activity 

plan would should be created [9]. 

Businesses must understand how the GST policy is developed and how that impacts scenario 

planning and preparation of a transition roadmap in order to prepare for its implementation. 

After being passed by the Rajya Sabha, the Bill must be ratified by at least 15 State assemblies 

and approved by the Lok Sabha before the President has the authority to give his signature [10] 

[11]. 

 Inside 60 days later the Bill becomes law, a GST Council that incorporates delegates 

from both the State and the Center will be set up. Reports of Joint Committee comprised 
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by Empowered Committee of the State Finance Ministers on business cycles of 

installment, enrollment, discount, and return under GST have been delivered and made 

accessible for ideas to the Union and States. The gathering will propose models of GST 

laws, rates, groups and the  SupplyPlace rules just as different issues connected with 

GST. 

 In June 2016, we published a draft GST Law for public comment. 

 GST Network, a backbone of IT which enables online registration, tax payments and tax 

return filings, is expected to be launched soon. 

 Each state is required to frame its own GST law to permit it to be implemented. This law 

will be aligned with the Central GST Law [13]. 

GST- A Breakup 

Throughout between State exchange or trade, just the Union government has the ability to make 

laws in regards to provisions. All intrastate transactions, including services, will be subject to 

GST levy by the states [12]. 

 IGST will be imposed ongoods and services supplied between States. Customs duty and 

IGST will apply to goods imported into the country. 

 In addition to alcohol consumed for human consumption, GST is characterized as any 

expense on supply of services and products. 

 Taxes of both the central and state nature, such as Central Excise duty, Additional Excise 

duty, Service tax, Additional Custom duty, Special Additional duty, VAT or sales tax, 

entertainment tax, entry tax, purchase tax, luxury tax, and octoi will all be covered under 

GST [14]. 

 A date to be told by the GST Council will apply to unrefined petroleum, weighty fuel oil, 

rapid diesel, engine soul, flying turbine fuel, and flammable gas. 

 Provisions for the removal of entry taxes / Octroi throughout India. 

 Entertain charges forced by states on films, theaters, and so on will be moved into GST, 

yet charges on amusement at area, metropolitan and panchayat levels will remain. 

GST based on Advantage Destinations 

Following the destination principle, the GST structure would be established. GST would apply to 

imports, while zero-rates would apply to exports. If an interstate transaction occurs within India, 

the State tax would be imposed in the destination state rather than the state of origin [15]. 

An appealing aspect of GST is its neutral application and distribution system, which makes it a 

more efficient tax system. GST has many advantages, including: 

 To lower tax rates and eliminate classification disputes, a broader tax base is necessary 

 Elimination of multiple taxes and cascades of taxes 

 A reduction in errors and increase in efficiency can be achieved by automating 

compliance procedures 

 Simplification of tax compliance procedures and rationalization of tax structures 
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 In order to reduce duplication and compliance costs, tax administrations at the center and 

the states should be harmonized 

Consumers and customers: The impact of GST 

Consumers today are completely ignorant of taxes and do not know how much they pay for 

goods. The amount of VAT you paid is usually understated on your bill after you buy 

merchandise [12][14]. It is important to remember that the central government collects excise tax 

well before merchandise reaches retail outlets. No details are provided in the bill about the 

amount of excise tax. 

For the majority of goods and services that we use today, we probably pay more than 20% in 

taxes.    Contrary to popular belief, the GST system is likely to benefit consumers in two ways. It 

will allow all taxes to be collected at the point of consumption, which will benefit consumers in 

two ways. The 18% tax on a shirt will be included in the the state taxes as well as the central 

taxes. Transparency in taxation should prevent both state and federal governments from raising 

taxes indiscriminately, since widespread public backlash is sure to follow. 

As a result of the removal of barriers between states, we consumers as investors will not have to 

pay "tax on tax" as occurs when goods are transported between states.     

Corporate Governance and Impact of GST 

GST has the potential to make doing business easier, something that is highly appreciated by 

global corporations. It's the time to cheer up for Indian corporations in nearly every sector [13]. 

 An overview of the prospects and likelihoods of GST on various sectors of the economy can be 

understood from the belowdiagram. It's high time for Indian corporations to tighten their belts, 

since there will surely be some teething troubles in the coming months post GST. The ball is in 

their court now. To embrace change gracefully, one simply needs to keep oneself in rhythm with 

change [15]. 

 

 

Figure 2 GST Impact (Source "[4]") 
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Sourcing 

The possibility of interstate procurement exists 

Consolidation of suppliers/vendors may be possible as a result of 

this 

A special  duty component of customs duty will get replaced with 

additional duty/CVD. 

Distribution 

As a result of changes to the tax system, distribution and 

procurement arrangements may need to change 

With the elimination of excise taxes on manufactured goods, the 

current arrangement for the distribution of finished goods may no longer 

be optimal. 

Reviewing current network structures and product flow patterns 

might be necessary. 

Pricing and 

profitability 

Due to the GST structure, products would need to be repriced to 

realize tax savings 

It would be necessary to re-examine margins and markups 

Cash flow 

If excise duty on manufacturing were eliminated, we could see an 

improvement in cash flow and inventory costs because GST would now 

be collected at the time of sale/supply and not when goods are removed 

from production. 

System changes 

and transaction 

management 

Master data, supply chain transactions, and system design can all 

be impacted by changes to accounting and IT systems 

To guarantee a smooth change to GST, existing open exchanges and 

adjust should be relocated before the remove date 

Different duty reports and structures (i.e., solicitations, buy orders) should 

be checked on for changes to production network reports (e.g., buy 

register, deals register, administrations register). 

To guarantee a smooth change to the GST system, suitable 

measures should be taken, like preparing staff, guaranteeing consistence 

under GST, and following stock credits.redits. 

Table 1 GST  Details 

India's corporate sector has to go the extra mile to adapt to the new GST tax regime. Although 

this move is helpful for the greater good, this will not only improve transparency in the taxation 

system, but it will also act as an important catalyst for a growth-hungry economy like India. The 

following are some suggestions on how to embrace the GST positively [12]: 

 Recognize the impact of key business factors. 

 Prepare for a variety of GST scenarios in advance of its implementation. 
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 Keep track of GST policy developments and update scenario plans as necessary. 

 In the event of a negative impact, devise contingency measures. 

 Develop a next strategy for effective support based on issues and issues requiring 

representation to authorities. 

 

Conclusion 

Business has developed with distinctive terms and conditions since time immemorial, while tax 

laws have ensured that nobody is exempt from the deadly tentacles of a vicious web. 

It has taken over 10 years for the GST to be implemented, but it has finally happened. It marks 

the start of a new era in taxation. There will be a toll taken by the governance issues. Although 

GST has created a wave of aftershocks in Indian corporates, they should be on their toes to adapt 

and succeed. 

According to Judge Hughes, a democracy cannot survive without respect for laws and 

institutions, but in a free democracy, laws and institutions are treated equitably for the respect 

they deserve. 

As a parting thought, I want to emphasize the fact that the battle has been won, but the war still 

rages. 
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