Introduction:

It is universally accepted that Law is flexible in nature & it has to change according to the needs of the society either by necessity or by compulsion. One of the reasons for change in the existing law is to overcome the defects of the earlier Laws. It is a part of the process of reforms in Indirect taxes
Article 246 grant the power to Central and States for existing laws in the matter listed under the VII

Schedule: - 
List I-Union List containing 97 items, 
List-II State List containing 66 Items and 
List-III Concurrent list having 97 items.  
Under the Union List, the form of levy of indirect taxes includes Central Excise, Customs, Central Sales tax and Service Tax. Under the State list, the tax levied is in the form of Sales Tax, Value Added Tax, Entry Tax, Luxury Tax, Entertainment tax, Octroi, etc
The Budget Speech of Finance Minister (2006—07) contained a proposal to introduce harmonized GST from the year 2010. The first step taken in this direction was to cut the CST rate by 1% (2007-08).  This article intends to provide a brief advent of GST.
The need for introduction of GST is:
· The multiple levies of tax under different laws on the same subject matter have increased the burden of tax. For instance, the broad casting sector has to bear the burden of both entertainment tax and service tax. This acts as an impediment to the growth and development of this sector.
· The difficulty in administration of various taxes levied by States and Centre.
· Multiple rate of tax under the different statues eg: VAT, Octroi.
· Difficulty faced by dealer in complying with procedures under various laws.

· To reduce/ remove the cascading effect between various indirect tax laws. Eg Set off of VAT input against Service Tax payable.
· To bring uniformity in taxes and prices with global market.
All of the Indian states except UP have switched from Sales Tax to VAT. Now the hurdle which requires to be addressed is how would the various state legislatures having autonomy in taxation give consensus for transition from the present form of taxation to GST? 
The statistics of tax collection of various states along with their share in central taxes for the year 2006-07 will help us analyze where the problem could arise.

	State
	Own collection(A)
	Share in Central (B)
	Total Tax 

(C) =

(A+B)
	D*
	
	E*

	Andhra Pradesh
	  2,366,792 
	     803,883 
	  3,170,675 
	              75 
	 > 
	         25 

	Assam
	     382,688 
	     367,480 
	     750,168 
	              51 
	 > 
	         49 

	Bihar
	     452,267 
	  1,215,645 
	  1,667,912 
	              27 
	 < 
	         73 

	Gujarat
	  1,624,410 
	     376,365 
	  2,000,775 
	              81 
	 > 
	         19 

	Haryana
	     958,230 
	     110,355 
	  1,068,585 
	              90 
	 > 
	         10 

	Karnataka
	  2,253,379 
	     460,889 
	  2,714,268 
	              83 
	 > 
	         17 

	Madhya Pradesh
	  1,002,945 
	     701,517 
	  1,704,462 
	              59 
	 > 
	         41 

	Maharastra
	  4,145,419 
	     567,576 
	  4,712,995 
	              88 
	 > 
	         12 

	Orissa
	     508,348 
	     531,801 
	  1,040,149 
	              49 
	 < 
	         51 

	Rajasthan
	  1,093,212 
	     637,093 
	  1,730,305 
	              63 
	 > 
	         37 

	Tamil Nadu
	  2,701,071 
	     602,553 
	  3,303,624 
	              82 
	 > 
	         18 

	Uttar Pradesh
	  2,348,378 
	  2,105,190 
	  4,453,568 
	              53 
	 > 
	         47 

	West Bengal
	  1,272,679 
	     801,562 
	  2,074,241 
	              61 
	 > 
	         39 


Source: Kerala Govt website

D* = % of States collection of own tax to the total tax revenue

E* =% of Share in Central Tax to the total tax revenue

A=States own collection of tax includes the Sales tax, Value Added tax, Entry  tax, Entertainment tax etc.
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The above graph depicts that certain states have more tax revenue in form of their own collection while other states have more share in central taxes than their own tax revenue. The above pattern could change if GST is introduced. 
Let us move further by discussing what is GST? How it is going to be implemented in India?  What are the complicated issues to be resolved before the implementation of GST in India?
· Goods and Service Tax (GST)
GST is a tax on goods and services which is     leviable at each point of sale or provision of service, wherein at the time of sale of goods or provision of service, the seller or service provider can claim the input tax credit which he has paid while purchasing the goods or procuring the input service. Ultimately the final consumer shall bear the burden of taxation with no cascading effect. Hence there would be no tax on tax effect which is prevalent in the current structure, for example VAT is still levied on Excise Duty.
Introduction of GST is a serious process today as the Centre (Parliament) and States (State Legislatures) have autonomy in the indirect taxation system. The consensus of states can be obtained only if their fear of loosing the revenue is mitigated.  The Empowered Committee of state finance ministers has been constituted so as to draw up a road map towards introduction of GST.
· Implementation of GST in India
As per the latest press releases the model of dual structure of GST has been proposed by the Empowered Committee consisting of 

(a) Central GST and
(b) State GST.
The central GST shall subsume central levies like central excise duties and allied levies and service tax (few services).
The state GST shall subsume sales tax, VAT, Entry Tax, Octroi, Luxury tax, Entertainment tax, Electricity tax, tax on lottery, betting, gambling, professional tax and service tax (residual services).

Under this structure of GST, there shall be a revenue neutral rate for Central GST and State GST which is still to be decided. There will be no cross credit of central GST and state GST and thus cascading effect will still continue. However the authors believe that the Dual Structure has to be implemented with Cross credit of Central GST and State GST. 
The introduction of GST is expected to simplify certain procedural aspects like
1) Common Registration for GST

2) Dematerialization of all Statutory Forms.
3) Single return for CGST and SGST
4) Uniform procedures. 

· The complicated issues to be resolved before the implementation of GST in India (irrespective of models decided on)
· The CST is to be phased out. 
· GST principle should be based on destination theory unlike CST which is levied on Origin Theory. 
· Levy of GST, whether on manufacture, provision of service or sale of goods.
· Requirement of proper training to relevant officials 

· Automation of procedures.
· Opportunity of representation to trade bodies, professionals and associations. 
· Dealers’ awareness of the New Law to ensure greater compliance.
Thus under the proposed model, where CST is phased out the issue to be addressed is whether GST is leviable on Interstate movement of goods and Services or not. The Author believes that the inter state movement of goods including stock transfers will attract GST. 
GST will be payable in the destination state and the GST paid will be available as credit on resale in the destination state.

In the background of the above discussion the issues to be addressed are:
(a) How will the destination state get tax from interstate buyers who are ultimate consumer and not reseller registered under GST?

(b) How will the origin state recoup GST revenue?

(c) How will the imbalance in tax revenue that arises out of such destination based taxation be addressed?

(d) How would the State which provides the infrastructure from which the goods are produced react when the tax revenues be collected in the destination state?

The authors of this article believe that a more suitable GST model could be developed as the current Model which has been proposed could lead to numerous implementation problems and litigation. Where the objective of GST is to rationalize the Tax structure prevalent today the proposed tax structure would lead to further confusion. Again the proposed system may not bring the value of prices of our goods at par with the international standards and may not improve their competitiveness in the international markets as the cascading effect will not be eliminated under the proposed structure.
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