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Unit I: Overview of GST 

1) Introduction to GST

2) Challenges of Previous Tax Structure

3) Taxes under GST:

a. Central Goods and Service Tax (CGST)

b. State Goods and Service Tax (SGST)

c. Union Territory Goods and Service Tax (UTGST)

d. Integrated Goods and Service Tax (IGST)

e. Cess

4) Difference between VAT, Service Tax & Excise Duty with GST
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Q1. Differentiate between direct and indirect taxes. 

Ans: Difference between direct taxes and indirect taxes:



Q1. Differentiate between direct and indirect taxes. 

Ans: Difference between direct taxes and indirect taxes:

Direct Taxes Indirect Taxes

The person paying the tax to the Government directly bears 
the incidence of the tax.

The person paying the tax to the Government collects the
same from the ultimate consumer. Thus, incidence of the tax
is shifted to the other
person.

Progressive in nature - high rate of taxes for people having 
higher ability to pay.

Regressive in nature - All the consumers equally bear the 
burden, irrespective of their ability to pay.



Q2. Enumerate major direct and indirect taxes. 



Q2. Enumerate major direct and indirect taxes. 

Ans: 

Major indirect taxes are goods and services tax and customs duty and direct tax is income tax.



Q3. Explain the salient features of indirect taxes. 



Q3. Explain the salient features of indirect taxes. 

Ans: Salient features of indirect taxes are:

1. An important source of revenue: Indirect taxes are a major source of tax revenues for Governments
worldwide and continue to grow as more countries move to consumption- oriented tax regimes. In
India, indirect taxes contribute more than 50% of the total tax revenues of Central and State
Governments

2. Tax on commodities and services: It is levied on commodities at the time of supply or manufacture
or purchase or sale or import/export thereof. Hence, it is also known as commodity taxation. It is
also levied on supply of services.

3. Shifting of burden: There is a clear shifting of tax burden in respect of indirect taxes. For example,
GST paid by the supplier of the goods is recovered from the buyer by including the tax in the cost of
the commodity.

4. No perception of direct pinch: Since, value of indirect taxes is generally inbuilt in the price of the
commodity, most of the time the tax payer/consumer pays the same without actually knowing that
he is paying tax to the Government. Thus, tax payer does not perceive a direct pinch while paying
indirect taxes.

5. Inflationary: Tax imposed on commodities and services causes an all- round price spiral. In other
words, indirect taxation directly affects the prices of commodities and services and leads to
inflationary trend.

6. Wider tax base: Unlike direct taxes, the indirect taxes have a wide tax base. Majority of the products
or services are subject to indirect taxes with low thresholds.

7. Promotes social welfare: Higher taxes are imposed on the consumption of harmful products (also
known as ‘sin goods’) such as alcoholic products, tobacco products etc. This not only checks their
consumption but also enables the State to collect substantial revenue.

8. Regressive in nature: Generally, the indirect taxes are regressive in nature. The rich and the poor
have to pay the same rate of indirect taxes on certain commodities of mass consumption. This may
further increase the income disparities between the rich and the poor



Q4. Discuss the deficiencies in the existing indirect taxes which led to the need for ushering into GST regime.



Q4. Discuss the deficiencies in the existing indirect taxes which led to the need for ushering into GST regime.

Ans: Deficiencies in the erstwhile indirect tax regime:

1. Certain transactions were subject to double taxation and were taxed as both goods and services, since
under the earlier regime, distinction between goods and services was often blurred.

2. CENVAT did not include chain of value addition in the distributive trade after the stage of production.
Similarly, in the State-level VAT, CENVAT load on the goods was not removed leading to the cascading of
taxes.

3. Though CENVAT and State-Level VAT were essentially value added taxes, set off of one against the
credit of another was not possible as CENVAT was a central levy and State- Level VAT was a State levy.

4. There were several taxes in the States, such as, Luxury Tax, Entertainment Tax, etc. which were not
subsumed in the VAT. Hence for a single transaction, multiple taxes in multiple forms were required to
be paid.

5. VAT on goods was not integrated with tax on services, at the State level, to remove the cascading effect
of service tax. With service sector being the fastest growing sector in the economy, the exclusion of
services from the tax base of the States potentially eroded their tax- buoyancy.

6. CST was another source of distortion in terms of its cascading nature since it was non- VATABLE. Being
an origin-based tax, CST was also against one of the basic principles of consumption taxes that tax
should accrue to the jurisdiction where consumption takes place.



Q5. GST is a simplified tax structure. Justify the statement. 



Q5. GST is a simplified tax structure. Justify the statement. 

Ans: GST is a simplified tax structure. The statement is justified. Simpler tax regime with fewer exemptions
along with reduction in multiplicity of taxes under GST has led to simplification and uniformity in tax structure.
The uniformity in laws, procedures and tax rates across the country makes doing business easier. Common 
system of classification of goods and services across the country ensures certainty in tax administration across 
India.



Q6 What are the different components of the Goods and Services Tax (GST) system in India, and how 
do they function? Explain the roles of Central Goods and Services Tax (CGST), State Goods and 
Services Tax (SGST), Union Territory Goods and Services Tax (UTGST), Integrated Goods and 
Services Tax (IGST), and the concept of cess in the GST framework.



Q6 What are the different components of the Goods and Services Tax (GST) system in India, and how 
do they function? Explain the roles of Central Goods and Services Tax (CGST), State Goods and 
Services Tax (SGST), Union Territory Goods and Services Tax (UTGST), Integrated Goods and 
Services Tax (IGST), and the concept of cess in the GST framework.

Ans: The Goods and Services Tax (GST) is a comprehensive indirect tax system that has been 
implemented in India to replace a complex web of indirect taxes. Under the GST regime, various types of 
taxes have been consolidated into a unified taxation system. Here's an explanation of the different 
components of GST:

a. Central Goods and Services Tax (CGST):

CGST is the tax levied by the Central Government of India on the supply of goods and services within a 
state. It is collected by the Central Government and forms part of the revenue for the central 
government. The revenue collected under CGST is used to meet the expenses of the Central Government.

b. State Goods and Services Tax (SGST):

SGST is the tax levied by the state governments of India on the supply of goods and services within their 
respective states. It is collected by the state government and contributes to the revenue of the state. The 
revenue collected under SGST is used to meet the expenses of the state government.

c. Union Territory Goods and Services Tax (UTGST):

UTGST is similar to SGST, but it is applicable to the union territories of India. Just like SGST, it is collected 
by the respective union territory governments and contributes to their revenue.



d. Integrated Goods and Services Tax (IGST):

IGST is the tax levied on the supply of goods and services between different states and union territories in 
India. It is collected by the Central Government but is shared between the central and state governments 
based on a pre-determined formula. IGST is used to promote the concept of a unified national market and 
prevents the complexities associated with multiple state taxes on inter-state transactions.

e. Cess:

A cess is a special type of tax that is levied for specific purposes. Cesses are often imposed to raise funds for 
particular projects, initiatives, or sectors that require funding beyond what regular taxes can provide. Cesses
are typically temporary and are intended to be used for a specific purpose. In the context of GST, certain goods 
and services are subject to additional cesses, such as the Goods and Services Cess or the Compensation Cess, 
which are used to compensate states for revenue losses during the initial years of GST implementation and to 
fund specific projects or sectors.

In summary:

• CGST: Tax levied by the Central Government on intra-state supplies.

• SGST: Tax levied by state governments on intra-state supplies.

• UTGST: Tax levied by union territory governments on intra-union territory supplies.

• IGST: Tax levied by the Central Government on inter-state supplies, shared between the central and state 
governments.

• Cess: Special tax imposed for specific purposes, often on particular goods or services, and used to fund 
specific projects 



Q7. List the taxes, which are not subsumed in GST 



Q7. List the taxes, which are not subsumed in GST 

(a) Basic Customs Tax

(b) Property tax and stamp duty

(c) Electricity duty

(d) Excise duty on alcohol

(e) Excise duty on petrol, diesel etc.

(f) Entertainment tax charged by local bodies (municipality)



Q8: Differentiate between VAT, Service Tax & 
Excise Duty with GST



Q8: Differentiate between VAT, Service Tax & 
Excise Duty with GST
Ans: The differences between Value-Added Tax (VAT), Service Tax, 
Excise Duty, and the Goods and Services Tax (GST):

1. Value-Added Tax (VAT): VAT is an indirect tax levied on the value 
added at each stage of the production or distribution chain. It is 
typically applied to goods and is collected by the state government. VAT 
is calculated on the difference between the sale price and the cost of 
inputs used to produce the goods. It is a multi-stage tax that only 
applies to the value addition at each stage, ensuring that tax is not 
levied on tax. VAT has been replaced by GST.



Q8: Differentiate between VAT, Service Tax & 
Excise Duty with GST
2. Service Tax: Service Tax is an indirect tax levied on specified services 
provided by service providers. It was applicable to various services such as 
banking, insurance, telecommunications, etc. The tax was paid by the service 
provider to the Central Government. Service Tax was calculated as a 
percentage of the service charges. In the GST framework, Service Tax has 
been replaced by the GST on services.

3. Excise Duty: Excise Duty is an indirect tax levied on the production or 
manufacturing of goods within a country. It is usually imposed at the central 
level. Excise Duty is typically paid by the manufacturer or producer of goods 
before the goods are sold. It was applicable to goods produced within the 
country and was calculated based on the quantity or value of the goods. 
Excise Duty has been subsumed into GST.



Q8: Differentiate between VAT, Service Tax & 
Excise Duty with GST
4. Goods and Services Tax (GST): GST is a comprehensive indirect tax levied on the supply 
of goods and services. It has replaced a range of existing indirect taxes, including VAT, 
Service Tax, and Excise Duty. GST is a multi-stage tax that is levied at each stage of the 
supply chain, but unlike VAT, it applies to both goods and services. It includes CGST, SGST, 
IGST (for inter-state supplies), and UTGST (for union territories). GST aims to create a 
unified national market, eliminate the cascading effect of taxes, and simplify the taxation 
structure.

In summary:

• VAT: Tax on the value added at each stage of goods' production or distribution, now 
replaced by GST.

• Service Tax: Tax on specified services provided, now replaced by GST on services.

• Excise Duty: Tax on manufacturing or production of goods, now subsumed into GST.

• GST: Comprehensive tax on the supply of goods and services, replacing multiple indirect 
taxes, aiming for a unified taxation system.



Thank You
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