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A tax is a compulsory contribution from a person to the expenses incurred by the state in 

common interest of all without reference to specific benefits conferred on any individual. 

The tax cannot be regarded as voluntary payment or donation. Rather, it is enforced 

contribution which is exacted through legislative authority. 

The taxes are generally classified into direct tax and indirect tax.  

1. Direct Tax: A direct tax is paid directly by an individual or organization to an imposing 

entity. The direct tax is a type of tax where the incidence and impact of taxation falls on the 

same entity. It means brunt of direct tax cannot be shifted by the taxpayer to someone else. 

The significant direct tax imposed in India is Income Tax. 

2. Indirect Tax: The indirect taxes are imposed on goods/services. The immediate liability to 

pay indirect taxes lies on the manufacturer/service provider/seller, etc. but the burden is 

ultimately transferred to the consumers. Since this tax is indirectly borne by the consumer, 

it is called as indirect tax. Hence, an indirect tax is collected by an intermediary from the 

person who bears the ultimate economic burden of the tax. It may be noted that the burden 

of indirect tax is transferred not in the form of taxes but as a part of the price of such goods/ 

services. 

Features of Indirect Taxes  

The following are the basic features of indirect taxes:  

1. Taxable Event: The indirect taxes are levied on purchase/sale/manufacture of goods and 

provision of services.  

2. Incidence & Impact: In case of indirect taxes, the incidence and impact fall on two 

different persons. It means the tax burden is shifted by the supplier to the buyer or recipient 

of goods or services.  

3. Regressive Taxation: The indirect taxes do not depend on paying capacity as tax payable 

on commodity is same whether it is purchased by a poor man or rich person. Therefore, 

indirect taxes are regressive in nature. There are exceptions to this argument as higher taxes 

may be imposed on luxury goods.  

4. Impact of Indirect Tax: The indirect tax on goods and services increases its price. This 

leads to inflationary trend.  

5. Promotes Welfare: The harmful or sin products like alcohol, tobacco, etc. may be taxed at 

higher rate. This practice not only discourages consumption of such goods but also increases 

the revenue of the State.  



6. Major Source of Revenue: In India, the contribution of indirect taxes to total tax revenue 

is more than 50%. Therefore, it is a major source of tax revenue for the Government. 

 

The pre-GST indirect tax structure, which comprises of so many different taxes, can be 

classified as: Central taxes: levied by the Central govt (includes Central Sales Tax, Excise Duty 

etc.) State taxes: levied by the various state govts (VAT, Service Tax, Octroi) 

 

 

 

In the earlier indirect tax regime, there were many indirect taxes levied by both state and 
centre. States mainly collected taxes in the form of Value Added Tax (VAT). Every state had a 
different set of rules and regulations. 

Interstate sale of goods was taxed by the Centre. CST (Central State Tax) was applicable in 
case of interstate sale of goods.  Other than above there were many indirect taxes like 
entertainment tax, octroi and local tax that was levied by state and centre. 

This led to a lot of overlapping of taxes levied by both state and centre. 

For example, when goods were manufactured and sold, excise duty was charged by the 
centre. Over and above Excise Duty, VAT was also charged by the State. This lead to a tax on 
tax also known as the cascading effect of taxes. 

CGST, SGST, and IGST has replaced all the above taxes. 

 

 

 

 



 

The current indirect tax has one major problem - the cascading effect. When you buy 

something, you pay a tax on tax itself. Let’s understand this with a hypothetical numerical 

example –  

1. PRE- GST  

STAGE 1 Say a shirt manufacturer pays INR 100 to buy raw materials. If the rate of taxes is 

set at 10%, and there is no profit or loss involved, then he has to pay INR 10 as tax. So, the 

final cost of the shirt now becomes INR (100+10=) 110.  

STAGE 2 At the next stage, the wholesaler buys the shirt from the manufacturer at INR 110, 

and adds labels to it. When he is adding labels, he is adding value. Therefore his cost 

increases by say INR 40. On top of this, he has to pay a 10% tax, and the final cost therefore 

becomes INR (110+40=) 150 + 10% tax = 165.  

STAGE 3 Now, the retailer pays INR 165 to buy the shirt from the wholesaler because the tax 

liability had passed on to him. He has to package the shirt, and when he does that, he is 

adding value again. This time, let’s say his value add is INR 30. Now when he sells the shirt, 

he adds this value plus the VAT he has to pay the government to the final cost. So the cost 

of the shirt becomes INR 214.5 Let’s see a breakup for this: Cost = INR 165 + Value add = INR 

30 + 10% tax = INR 195 + INR 19.5 = INR 214.5  

 

So, the customer pays INR 214.5 for a shirt the cost price of which was basically only INR 

170. Along the way the tax liability was passed on at every stage of transaction and the final 

liability comes to rest with the customer. This is called the Cascading Effect of Taxes where a 

tax is paid on tax and the value of the item keeps increasing every time this happens.  

GST aims to solve this problem by introducing seamless Input Tax Credit (ITC). Today, the tax 

that you pay on material purchases cannot be claimed from output tax. This is set to change 

with ITC. 

 

 

 



 

2. AFTER INTRODUCTION OF GST 

In our example, when the wholesaler buys from the manufacturer, he pays a 10% tax on his 
cost price because the liability has been passed on to him. Then he adds value of INR 40 on 
his cost price of INR 100 and this brings up his cost to INR 140. Now he has to pay 10% of 
this price to the government as tax. But he has already paid one tax to the manufacturer. So 
this time what he does is, instead of paying INR (10% of 140=) 14 to the government as tax, 
he subtracts the amount he has paid already. So he deducts the INR 10 he paid on his 
purchase from his new liability of INR 14, and pays only INR 4 to the government. So the INR 
10 becomes his input credit.  

 

When he pays INR 4 to the government, he can pass on its liability to the retailer. So, the 
retailer pays INR (140+14=) 154 to him to buy the shirt. At the next stage, the retailer adds 
value of INR 30 to his cost price and has to pay a 10% tax on it to the government. When he 
adds value, his price becomes INR 170. Now, if he had to pay 10% tax on it, he would pass 
on the liability to the customer. But he already has input credit because he has paid INR 14 
to the wholesaler as the latter’s tax. So, now he reduces INR 14 from his tax liability of INR 
(10% of 170=) 17 and has to pay only INR 3 to the government. And therefore, he can now 
sell the shirt for INR (140+30+17) 187 to the customer. 

 

 In the end, every time an individual was able to claim input tax credit, the sale price for him 
reduced and the cost price for the person buying his product reduced because of a lower tax 
liability. The final value of the shirt also therefore reduced from INR 214.5 to INR 187, thus 
reducing the tax burden on the final customer. So essentially, GST is going to have a two-
pronged benefit. One, it will reduce the cascading effect of taxes, and second, by allowing 
input tax credit, it will reduce the burden of taxes and, hopefully, prices. 

 

 

 

 

 



 

Goods and services Tax 

 

Journey of GST  

 

 

Source: Cleartax 

 

 

 

 

 



 

GST is an Indirect Tax which has replaced many Indirect Taxes in India. The Goods and 
Service Tax Act was passed in the Parliament on 29th March 2017. The Act came into effect 
on 1st July 2017; Goods & Services Tax Law in India is a comprehensive, multi-
stage, destination-based tax that is levied on every value addition. 

In simple words, Goods and Service Tax (GST) is an indirect tax levied on the supply of goods 
and services. This law has replaced many indirect tax laws that previously existed in India. 

GST is one indirect tax for the entire country. 

Comprehensive: GST will subsume all of the current indirect taxes. Plus, by bringing in a 

unified taxation system, across the country, it will ensure that there is no more arbitrariness 

in tax rates.  

Multi-stage: GST is levied each stage in the supply chain, where a transaction takes place. 

Value-addition: This is the process of addition to the value of a product/ service at each 

stage of its production, exclusive of initial costs. Under GST, the tax is levied only on the 

value added. This is done through  

For E.g. Let us consider the following case: 

 Purchase of raw materials 
 Production or manufacture 
 Warehousing of finished goods 
 Sale to wholesaler 
 Sale of the product to the retailer 
 Sale to the end consumer 

Goods and Services Tax is levied on each of these stages which makes it a multi-stage tax. 

The manufacturer who makes biscuits buys flour, sugar and other material. The value of the 
inputs increases when the sugar and flour are mixed and baked into biscuits. 
The manufacturer then sells the biscuits to the warehousing agent who packs large quantities 
of biscuits and labels it. That is another addition of value after which the warehouse sells it to 
the retailer. 

The retailer packages the biscuits in smaller quantities and invests in the marketing of the 
biscuits thus increasing its value. 

GST is levied on these value additions i.e. the monetary value added at each stage to achieve 
the final sale to the end customer. 

 

 

https://cleartax.in/s/gst-full-form-meaning


Destination-based consumption: Unlike the current indirect taxes, GST will be collected at 

the point of consumption. The taxing authority with appropriate jurisdiction in the place 

where the goods/ services are finally consumed will collect the tax. 

For E.g. Consider goods manufactured in Maharashtra and are sold to the final consumer in 

Karnataka. Since Goods & Service Tax is levied at the point of consumption. So, the entire 

tax revenue will go to Karnataka and not Maharashtra. 

 

What are the components of GST? 

There are 3 taxes applicable under this system: CGST, SGST & IGST. 

 CGST: Collected by the Central Government on an intra-state sale (E.g.: transaction 
happening within Maharashtra) 

 SGST: Collected by the State Government on an intra-state sale (E.g.: transaction 
happening within Maharashtra) 

 IGST: Collected by the Central Government for inter-state sale (E.g.: Maharashtra to 
Tamil Nadu) 

 UTGST- and collected by the Union Territory on the intra-state supply of goods or 
services.( E.g. transaction happening within Chandigarh)  

In most cases, the tax structure under the new regime will be as follows: 

 

 

Accordingly, a Dual GST Model was implemented that distributed powers to both Centre 
and the States to levy the tax concurrently. And, depending upon the nature of supply, 
components of GST are as follows: 

 Central GST (CGST) 

 State GST (SGST) 

 Union Territory GST (UTGST) and 

 Integrated GST (IGST) 

https://cleartax.in/s/what-is-sgst-cgst-igst
https://quickbooks.intuit.com/in/resources/finance-and-accounting-taxes/dual-gst-how-is-gst-administered-in-india/


What is Central Goods and Services Tax (CGST) ? 
Central Goods and Services Tax (CGST) is an indirect tax levied and collected by the Central 
Government on the intra-state supplies. Such supplies do not include alcoholic liquor for 
human consumption. This tax levy is governed by the Central Goods and Services Act, 2017. 
And such a tax is levied on the transaction value of the goods or services supplied as per 
section 15 of the CGST Act. The transaction value is the price actually paid or payable for the 
said supply of goods or services. 

What is State Goods and Services Tax (CGST) ? 
SGST is an indirect tax levied and collected by the State Government on the intra-state 
supplies. Such supplies do not include alcoholic liquor for human consumption. This tax levy 
is governed by the State Goods and Services Act (SGST), 2017. And such a tax is levied on the 
transaction value of the goods or services supplied as per section 15 of the SGST Act. The 
transaction value is the price actually paid or payable for the said supply of goods or 
services. 

What is Integrated State Goods and Services Tax (CGST) ? 
IGST is an indirect tax levied and collected by the Central Government on the inter-state 
supply of goods or services. Such supplies do not include alcoholic liquor for human 
consumption. This tax levy is governed by the Integrated Goods and Services Tax Act, 2017. 
And the same is apportioned between Centre and State governments. 

What Is Union Territory Goods and Services Tax (UTGST)? 
UTGST is an indirect tax levied and collected by the Union Territory on the intra-state supply 
of goods or services. Such supplies do not include alcoholic liquor for human consumption. 
This tax levy is governed by the Union Territory Goods and Services Act (UTGST), 2017. And 
such a tax is levied on the transaction value of the goods or services supplied as per section 
15 of the CGST Act, 2017. The transaction value is the price actually paid or payable for the 
said supply of goods or services. 
 

Suppose goods worth INR 10,000 are sold by manufacturer A in Maharashtra to Dealer B in 

Maharashtra. B resells them to trader C in Rajasthan for INR 17,500. Trader C finally sells to 

End User D in Rajasthan for INR 30,000. Suppose CGST= 9%, SGST=9%. Then, IGST= 9+9=18%  

Since A is selling this to B in Maharashtra itself, it is an intra-state sale and both CGST and 

SGST will apply, at the rate of 9% each.  (CGST+SGST) 

B (Maharashtra) is selling to C (Rajasthan). Since it is an interstate sale, IGST at the rate of 

18% will apply. (IGST) 

C (Rajasthan) is selling to D also in Rajasthan. Once again it is an intra-state sale and both 

CGST and SGST will apply, at the rate of 9% each.  (CGST+SGST) 

 

 

 

 



Advantages of GST  

GST has mainly removed the Cascading effect on the sale of goods and services. Removal of 

cascading effect has impacted the cost of goods. Since the GST regime eliminates the tax on 

tax, the cost of goods decreases. 

GST is also mainly technologically driven. All activities like registration, return filing, 

application for refund and response to notice needs to be done online on the GST Portal; 

this accelerates the processes. 

1. GST eliminates the cascading effect of tax 

GST is a comprehensive indirect tax that was designed to bring the indirect taxation under 
one umbrella. More importantly, it is going to eliminate the cascading effect of tax that was 
evident earlier. 

Cascading tax effect can be best described as ‘Tax on Tax’.  

2. Higher threshold for registration 

Earlier, in the VAT structure, any business with a turnover of more than Rs 5 lakh (in most 
states) was liable to pay VAT. Please note that this limit differed state-wise. Also, service tax 
was exempted for service providers with a turnover of less than Rs 10 lakh. 

Under GST regime, however, this threshold has been increased to Rs 20 lakh, which exempts 
many small traders and service providers. 

3. Composition scheme for small businesses 

Under GST, small businesses (with a turnover of Rs 20 to 75 lakh) can benefit as it gives an 
option to lower taxes by utilizing the Composition scheme. This move has brought down the 
tax and compliance burden on many small businesses. 

4. Simple and easy online procedure 

The entire process of GST (from registration to filing returns) is made online, and it is super 
simple. This has been beneficial for start-ups especially, as they do not have to run from pillar 
to post to get different registrations such as VAT, excise, and service tax. 

5. The number of compliances is lesser 

Earlier, there was VAT and service tax, each of which had their own returns and compliances.  

Under GST, however, there is just one, unified return to be filed. Therefore, the number of 

returns to be filed has come down. There are about 11 returns under GST, out of which 4 

are basic returns which apply to all taxable persons under GST. The main GSTR-1 is manually 

populated and GSTR-2 and GSTR-3 will be auto-populated. 

https://cleartax.in/s/gst-composition-scheme
https://cleartax.in/s/gst-registration
https://cleartax.in/s/gst-returns/


6. Defined treatment for E-commerce operators 

Earlier to GST regime, supplying goods through e-commerce sector was not defined. It had 
variable VAT laws. Let us look at this example: 

Online websites (like Flipkart and Amazon) delivering to Uttar Pradesh had to file a VAT 
declaration and mention the registration number of the delivery truck. Tax authorities could 
sometimes seize goods if the documents were not produced. 

Again, these e-commerce brands were treated as facilitators or mediators by states like 
Kerala, Rajasthan, and West Bengal which did not require them to register for VAT. 

All these differential treatments and confusing compliances have been removed under GST. 
For the first time, GST has clearly mapped out the provisions applicable to the e-commerce 
sector and since these are applicable all over India, there should be no complication regarding 
the inter-state movement of goods anymore. 

7. Improved efficiency of logistics 

Earlier, the logistics industry in India had to maintain multiple warehouses across states to 
avoid the current CST and state entry taxes on inter-state movement. These warehouses were 
forced to operate below their capacity, giving room to increased operating costs. 

Under GST, however, these restrictions on inter-state movement of goods have been 
lessened. 

As an outcome of GST, warehouse operators and e-commerce aggregators players have 
shown interest in setting up their warehouses at strategic locations such as Nagpur (which is 
the zero-mile city of India), instead of every other city on their delivery route. 

Reduction in unnecessary logistics costs is already increasing profits for businesses involved 
in the supply of goods through transportation. 

8. Unorganized sector is regulated under GST 

In the pre-GST era, it was often seen that certain industries in India like construction and 
textile were largely unregulated and unorganized. 

Under GST, however, there are provisions for online compliances and payments, and for 
availing of input credit only when the supplier has accepted the amount. This has brought in 
accountability and regulation to these industries. 

 

 

 

 

 

 



Registering under GST  

A ‘taxable person’ under GST, is a person who carries on any business at any place in India 
and who is registered or required to be registered under the GST Act. Any person who 
engages in economic activity including trade and commerce is treated as taxable person. 

‘Person’ here includes individuals, HUF, company, firm, LLP, an AOP/ BOI, any corporation or 
Government Company, body corporate incorporated under laws of foreign country, co-
operative society, local authority, government, trust, and artificial juridical person. 

Let us look at how a taxpayer can register for GST. If you meet any of the conditions listed 

below, you should obtain your GST registration  

 Your aggregate turnover in a financial year exceeds INR 20 lakhs (INR 10 lakhs for 

Special category states)\ 

 If your turnover includes supply of only those goods/services which are exempt 

under GST, this clause does not apply  

To calculate this threshold, your turnover should include the aggregate value of all taxable 

supplies, exempt supplies, export of goods and/or services and inter-state supplies of a 

person having the same PAN. 

 Every person who is registered under an earlier law will take registration under GST 

too.  

 

 Where a business which is registered has been transferred to someone, the 

transferee shall take registration with effect from the date of transfer.  

 

 Registration is mandatory for anyone who makes inter-state supply of goods and/or 

services.  

 

 Registration is mandatory for: (Provisions of compulsory registration are contained 

under section 24 of the Central Goods and Service Tax (CGST) Act, 2017.) 

 

o Casual Taxable Person  

o Non-Resident Taxable Person  

o Agents of a supplier  

o Taxpayers paying tax under reverse charge mechanism  

o A person liable to pay tax under section 9 (5) of the Act 

o The person liable to deduct tax at source (TDS) 

o Input Service Distributors  

o E-commerce operator or aggregator and their suppliers 

o  Person supplying online information and database access or retrieval 

services from a place outside India to a person in India, other than a 

registered taxable person  

 

https://cleartax.in/gst


Other Notable Points Regarding Registration  

 A person with multiple business verticals in a state will need to obtain a separate 

registration for each business vertical. 

 PAN is mandatory to apply for GST registration (except for non-resident person who 

can get GST registration on the basis of other documents).  

 A registration which has been rejected under CGST Act/SGST Act shall also stand 

rejected for the purpose of SGST/CGST Act. 

Who is a Casual Taxable Person under GST? 

A person who occasionally supplies goods and/or services in a territory where GST is 
applicable but he does not have a fixed place of business. Such a person will be treated as a 
casual taxable person as per GST. 

Example: A person who has a place of business in Bangalore supplies taxable consulting 
services in Pune where he has no place of business would be treated as a casual taxable 
person in Pune. 

Who is a Non-Resident Taxable person under GST? 

When a non-resident occasionally supplies goods/services in a territory where GST applies, 
but he does not have a fixed place of business in India. As per GST, he will be treated as a 
non-resident taxable person. It is similar to above except the non-resident has no place of 
business in India. 

Who is an Input Service Distributor? 

‘Input Service Distributor’ means an office of the supplier of goods/services which receives 
tax invoices on receipt of input services and issues tax invoices for the purpose of 
distributing the credit of CGST/SGST/IGST paid on the said services to your branch with 
same PAN. (It must be a supplier of taxable goods /services having the same PAN as that of 
the office referred to above). 

Thus, only credit on ‘input services’ can be distributed and not on input goods or capital 
goods. 

This will be a new concept for assesses who are currently not registered as input service 
distributor. However, this facility is optional in nature. 

 

 

 

 

 

 



Benefits of GST to Entrepreneurs 

GST is a transparent system of tax administration. Most of the 

compliances including taxpayer registration, return submission, tax payment and refund 

claims will be online through GSTN portal only. This will help entrepreneurs to focus on 

their business rather than being worried about tax compliances. 

 

Small Scale Entrepreneurs 

Small businesses with a turnover of less than Rs. 20 lakhs (Rs. 10 lakhs in N-E 

states, Uttarakhand & Himachal Pradesh) are outside GST net. They need not register or pay 

tax, unless they wish to avail benefit of input tax credit.  This is a big shift from the existing 

system of indirect taxes where the businessmen had to register under VAT and Service Tax 

if their turnover crossed Rs.10 Lakhs (Rs. 5 Lakhs in special category States).  Thus, 

effectively threshold for registration has been doubled. 

 

Medium Scale Entrepreneurs 

For medium scale businessmen whose turnover exceeds Rs. 20 Lakhs, registration would be 

compulsory.  However, business dealing in only intra state supplies of goods like small 

traders, manufacturers and restaurants, with a turnover of up to Rs.75 lakhs (50 Lakhs for 9 

special category States), have the option to pay tax under Composition levy scheme.  Under 

Composition levy the taxpayer has to pay a low tax of only 1% on the state turnover (2% in 

case of manufacturers and 5% for Restaurants), with simple compliance requirements. 

 

Other Entrepreneurs  

All businesses whose turnover exceeds Rs.20 Lakhs will need to register under 

GST.  However, registration will prove to be a boon rather than a bane under 

GST.  Registration will enable businesses to partner with Government in tax 

collection.  There will be no cascading of taxes, because of the systematic input tax 

credit along the full value chain. Thus effectively only the value addition will be taxed at 

every stage of the supply chain. 

Compliance under GST are simple and easy to follow.  Many small businesses lack 

resources to hire experts or deploy a dedicated resource to look after 

their compliance requirements. However, under the GST law, all compliances have been 

streamlined and made simple for the benefit of taxpayers. An entrepreneur can adhere to 

the compliances by himself under a “Self-Assessment’ model.  Taxes are to be paid on self-

assessment basis.    



Returns need to be filed online through the GSTN portal.  GSTN provides off-line 

utilities free of cost, to enable the small and medium taxpayers to compile invoice data and 

generate files without being online, which can then be uploaded to the portal at 

convenience.  As a matter of fact, the system enables auto-population of returns based on 

uploaded invoice details.  There are Computer Based Training materials (CBTs) with 

embedded videos for each process to be performed on the GST portal. The system 

is designed in a way that everything can be done by the taxpayer himself, with a little 

familiarisation.  GST works on a “Do it yourself model”. 

Uniform tax laws and regulations will apply across the country. With India transforming 

into a single common and unified market, the scope of business would enhance multi-fold. 

Artificial barriers in the form of entry taxes will also go. 
 

Competitive pricing under GST 

GST will be an enabler in helping businesses to ensure best prices for their products and 

services.  The prices will no longer have tax embedded in costs and  as a result 

entrepreneurs will be in a much better position to offer competitive prices and attract 

customers. 

 

Improving Logistics 

GST will improve the efficiency of logistics in India and will directly contribute to the 

profitability of e-commerce and other businesses involved in supply of goods through 

transportation. GST promises seamless movement of goods across state borders without 

elaborate and unnecessary paperwork. As of today, 22 States have abolished their border 

check posts and in the 8 States it is in the process of being abolished.  With 

these measures in place, the turnaround time for road transport will reduce 

significantly.  Quick and timely delivery of goods will reduce inventory and encourage ‘Just-

in-Time’ manufacture and supply, which will significantly improve the financial health of 

the business enterprise and reduce the pressure on the working capital. 

 

Improving Liquidity and working capital flows of businesses. 

Entrepreneurs today face major liquidity challenges. Many a time working capital is blocked 

in taxes and refund claims.  The ITC mechanism under GST is aimed at preventing just 

that.  Moreover, the refund processes are completely online and streamlined under GST 

with set timelines and online credit of refund in the bank account 

of the claimant.  Further, the tax has to be paid on monthly basis by the 20th of the 

succeeding month, i.e. the tax payment to the government account for the supplies made in 

the month of July 2017 has to be made by 20th of August 2017.   These measures will 



significantly improve the cash flow of businesses and ensure that working capital does not 

get blocked with Tax Authorities. 

 

Boost to Exporters 

Entrepreneurs who are into exports stand to gain immensely under GST.  IGST paid on goods 

which are exported will be automatically refunded when the goods are exported similar to 

the practice in respect of Drawback claims.  Service Exporters also stand to gain as their 

supplies (both inward and outward) will be zero rated.  Flexibility is given to the exporters to 

export without payment of tax and claim refund of Input Tax Credit (ITC); or export on 

payment of Integrated Tax and claim refund thereof.  IGST paid at the time of export of 

goods will be refunded through automatic route without the exporter having to 

file any refund claim.  The shipping bill itself will be deemed to be a refund claim and it will 

be system processed at the back-end for online credit to the account of the exporter. In 

respect of other exports, like exports without payment of duty or export of services, 

provisional refund of 90% of the eligible refund amount will be granted within 7 days from 

the date of acknowledgement of the claim. 

 

Compliance Rating System 

A compliance rating system will be in place, which will rate all business on a scale.  Better 

the tax compliance record of the business, higher will be the rating.  The rating will be a 

guide to the prospective customers, to assess risk of 

engagement with a particular vendor.  Thus a businessman who is more tax compliant, will 

be able to leverage better rating to attract potential customers.  GST compliance can 

actually result in improved volumes and margins in business. It will help entrepreneurs to 

source goods/services from better rated suppliers, thus promoting good trade. 

 

Conclusion 

To conclude, GST is set to benefit entrepreneurs of all kind, with a transformational shift 

in the indirect tax administration in India.  GST will be an enabler and facilitator for 

entrepreneurs when it comes to doing business. 
 


