
GST READING GROUP SESSION 
 

On the 23rd of August, the newly settled in batch of the first years got an opportunity to learn, 
and discuss about one of the most contemplated and debated topic in the recent months, one 
that could prove to be a complete game-changer for the Indian economy, the Goods and 
Services Tax bill. The attendees got a first-hand opportunity to deliberate and understand the 
proposed workings of the Goods and Services Tax through interaction and discussion with 
Ritisha Mishra, who conducted this event. 
For any discussion to be effective, it is necessary to first exchange prior knowledge on the 
topic. In this regard, the attendees were first asked of their knowledge about the GST bill. 
The main features of the bill came up as a result of this, the first one being, the primary 
motive behind the introduction of the GST bill. It came to the fore that GST is proposed to be 
an indirect regressive tax at the national level, which will subsume all other taxes levied by 
state or central governments, state levies like State VAT, Entertainment tax, Luxury tax, and 
central levies like Central Excise Duty, Additional Excise Duty, Service Tax, Customs Duty, 
and other cesses in lieu of supply of goods and services with only alcoholic beverages outside 
the purview of the GST and five petroleum product to be added at a later date. The proposed 
tax system will take the form of a “dual GST” model, wherein the tax will be levied by both, 
the central and the state governments, the three components being CGST (central), SGST 
(state), and IGST (inter-state).  
Secondly, the underlying principle of the tax being a destination based one, was brought up. 
In case of an inter-state transaction in the supply of goods and services, the tax collected 
would be transferred to the importing state, making it a destination, or consumption based tax 
system. This would mean a loss to the manufacturing states, which is why it has received 
some inherent opposition by these states. It was brought to light that so far, Assam, Bihar, 
Jharkhand, Himachal Pradesh and Chhattisgarh had passed the bill. 
Thirdly, one of the major motives behind the GST rollout would be the complete elimination 
of the cascading effect. The attendees were explained the difference between the current 
taxation system under VAT, and the proposed GST that is to be implemented. The current tax 
system not only involves multiple taxes, but also a tax-on-tax system. If for example, a 
manufacturer, and retailer contribute to value addition of Rs 20 at each stage, with Rs 100 
being the cost of raw materials, and tax rate being 10%, the final price and tax incidence 
would turn out to be as follows: 
 
 

  
Current 
System GST 

Cost of Raw Material 100 100 
Tax on Raw Material 10 10 

Value added by manufacturer 20 20 
Tax payable by manufacturer 12 2 

Retailer's Cost 132 132 
Retailer's Margin 20 20 

 



 
 

Tax Payable 15.2 2 
Final price 167.2 154 

 

Under GST, there would be a single tax with input credit. This means that each person will 
pay tax only on the value added by him. Consequently, total tax would be less, resulting in 
lower price of the good. In this manner, it would lead to complete elimination of the 
cascading effect of taxes, or the tax-on-tax effect. The dip in the taxes, as a result would 
allow the tax base to be expanded and tax evasion would come down significantly. This is 
one of the primary advantages of the GST. Not only would it lower the final price, hence 
increasing purchasing power of consumers, but would also result in an expansion of the tax 
base. Thereby, the implementation GST would result in a simple and comprehensive tax 
system with advantages as mentioned prior.  
On a closer look, however, the country would require a huge technological base in order to 
implement the system. It would require Information Technology at the grass roots level. How 
else will the system keep track of millions of transactions? How else will the system know 
how much value has been added at each stage, and how much input credit the manufacturer 
or retailer is entitled to? This poses as a serious problem for the proposed GST. The session 
was wrapped up with the major advantages, and possible hindrances of the GST, that need to 
be aligned with this proposed key reform. 
 

 


