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Abstract 

GST is a game changing reform for Indian economy by creating a common Indian market 

and minimizing the cascading effect of tax on the cost of goods and services. It has been 

envisaged as an efficient tax system, which will impact the tax structure, tax incidence, tax 

computation, tax payment, compliance, credit utilization and reporting, leading to a 

complete overhaul of the current indirect tax system. This tax system is also called 

transaction tax or consumer or consumption based tax. Under this system the availability of 

input tax credit on all inputs (Except some prescribed items), may it be goods or services, 

effectively limit the tax at each stage of distribution on value addition only. Though, taxes are 

collected and deposited at each intermediate stage of production to consumer chain by the 

registered dealers, but the final burden of tax is borne by end consumer. By this system of 

taxation, the cascading impact or the hidden tax costs on the consumers are mitigated and 

they buy goods are services at lower prices. Anti-profiteering is a new concept being tried out 

for the first time. The intention is to make it sure that whatever tax benefits are allowed, of 

that reaches the ultimate customers and is not pocketed by traders. The power has been 

given to Central Government to constitute an authority to oversee whether the 

commensurate benefit of allowance of input tax credit or reduction in the tax rates have 

been passed on to  final customer. An effort is made in this paper to study the concept of GST 

and Anti-profiteering and its impact on Inflation. It studies also aims to know the advantages 

and challenges of GST and Anti-profiteering in Indian scenario. 
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Introduction 

Goods and Service Tax 

ST is a destination based indirect tax that will be levied on supply of goods and 

services, which is set to subsume the various indirect taxes currently levied by the 

Centre and States. These are levied at various stages viz. manufacture, sale, entry 

of goods, rendition of services etc. 

GST is distinct from turnover tax, means it is imposed at each stage of commercial 

transactions from initial producer to final consumer, identical with VAT mechanism by 

providing credit for tax on inputs. There is a difference between supply and sales. VAT is 

chargeable at each stage of supply of goods and services; may it be from manufacturer, 

whole-seller or a retailer, principal or agent, down the chain of distribution until it reaches 

to the final consumer.  

The GST structure is two-tiered, whereby tax would be levied by both Central and State on 

intra-State supply of goods or services viz. the Central GST and State GST respectively. 

Credit of the above taxes would be available throughout the entire supply chain and 

ultimate burden would be borne by the consumer. In the case of inter-state transactions, 

integrated GST would be levied by the Centre. The GST’s tax potential to boost the 

country’s GDP by an estimated 1.5 to 2%, marks the magnitude of its importance. While 

several concerns and ambiguities are to be addressed by the GST Council while drafting 

the legislations, the passage of the bill, is a momentous reform milestone for Indian 

economy. 

GST will have a far-reaching impact on almost all the aspects (backend as well as front 

end) of the business operations in India, like pricing of products and services, supply chain 

optimization, IT, accounting and tax compliance systems. 

Anti-Profiteering  

After the implementation of GST, the benefit of extra tax input credit or lower rate of tax in 

certain goods or services will result in reduction of cost price of that product or services. 

This act provides an enabling provision to empower the Central Government to constitute 

or appoint, an authority to monitor prices businesses charge for goods and services in the 

lead up to, and following the introduction of the GST.  

Section 171 also states that the Central Government would set up a five-member authority 

to check whether input tax credits availed by a ‘registered person’, or reduction in tax rate, 

have been proportionally passed to consumer of those goods or services.  

G 
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Objectives of the study 

1. To study the concept of GST and Anti-profiteering in context of Indian Scenario. 

2. To understand how Anti-Profiteering will work in India. 

3. To study the Anti-profiteering Rules, 2017. 

Data Collection 

This is an extensive study of secondary data collected from various books, newspapers, 

Journals, publications from various websites which focuses on different aspects of GST.  

Review of Literature 

Sehrawat and Dhanda (2015) stated that GST will give India a world class tax system by 

grabbing different treatment to manufacturing and service sector. 

Shaik, Sameera, Firoz (2015) in their study explained that a goods tax system should keep 

in view issues of income distribution and, at the same time, also endeavor to generate tax 

revenues to support government expenditure on public services and infrastructure 

development. 

Shefali Dani (2016) said that GST will simplify existing indirect tax system and will help to 

remove inefficiencies created by existing current heterogeneous taxation system only if 

there is a clear consensus over issues of threshold limit, revenue rate, and inclusion of 

petroleum products, electricity, liquor and real estate. Until, the consensus is reached, the 

Government should resist from implementing such regime. 

Anti-Profiteering Measures  

Example  

(Before GST) 

Particular Manufacturer (Rs.) Whole Sale Trader (Rs.) 

Cost 100 138 

Margin (20%) 25 35 

Total 125 173 

Excise Duty (10%) 13 - 

Total 138 173 

VAT (12.50%) 17 22 

Total 155 195 
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Rs. 13 paid as excise duty shall not be eligible for input credit for whole seller, shall be part 

of cost however, Rs. 17 paid as VAT shall be eligible for input VAT for whole sale Trader, 

therefore shall not be part of cost. 

After GST 

Particular Manufacturer(Rs.) Whole Sale Trader(Rs.) 

Cost 100 125 

Margin (25%) 25 31 

Total 125 156 

CGST (9%) 11 14 

SGST (9%) 11 14 

Total 147 184 
 

Rs. 20 paid as GST shall be eligible for Input GST for whole sale trader hence shall not be 

part of cost. 

Comparison Sheet 

 Before GST After GST 

Whole Seller Price 195 184 

Benefit  Total Benefit to customer Rs. 11 
 

Analysis of Manufacturer Price after or 
Before GST 

Analysis of Wholesaler Price after or 
Before GST 

 
 

 

Before GST After GST Before GST After GST 
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Anti-profiteering Provisions in Law 

Constitution of the Authority 

(a) A Chairman (post equivalent in rank to a Secretary to the Government of India) 

(b) Four Technical Members (Commissioners of State tax or Central tax or have held an 

equivalent post under the existing law) 

Constitution of the Standing Committee and Screening Committees 

(1) The Council may constitute a Standing Committee on Anti-profiteering which shall 

consist of such officers of the State Government and Central Government as may be 

nominated by it. 

(2) A State level Screening Committee shall be constituted in each State by the State 

Governments which shall consist of 

(a) One officer of the State Government, to be nominated by the Commissioner, and  

(b)One officer of the Central Government, to be nominated by the Chief Commissioner. 

Power to Determine the Methodology and Procedure 

Authority may determine the methodology and procedure for determination as to 

whether the reduction in rate of tax on supply of goods or services or benefit of input tax 

credit has been passed on by registered person to the recipient by way of commensurate 

reduction in prices 

Duties of Authority-  

It shall be the duty of the Authority:-  

(1) to determine whether any reduction in rate of tax on any supply of goods or services 

or the benefit of the input tax credit has been passed on to the recipient by way of 

commensurate reduction in prices;  

(2) to identify the registered person who has not passed on the benefit of reduction in rate 

of tax on supply of goods or services or the benefit of input tax credit to the recipient 

by way of commensurate reduction in prices; 

(3) to order, (a) reduction in prices; (b) return to the recipient, an amount equivalent to 

the amount not passed on by way of commensurate reduction in prices along with 

interest at the rate of eighteen percent from the date of collection of higher amount till 

the date of return of such amount or recovery of the amount not returned in case the 

eligible person does not claim return of the amount or is not identifiable, and 

depositing the same in the Fund referred to in section 57 (c) imposition of penalty as 

prescribed under the Act; and (d) cancellation of registration under the Act. 
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Order of Authority 

(1) The Authority shall, within a period of three months from the date of receipt of the 

report from the Director General of Safeguards determine whether a registered person 

has passed on the benefit of reduction in rate of tax on the supply of goods or services 

or the benefit of input tax credit to the recipient by way of commensurate reduction in 

prices.  

(2) An opportunity of hearing shall be granted to the interested parties by the Authority 

where any request is received in writing from such interested parties.  

(3) Where the Authority determines that a registered person has not passed on the benefit 

of reduction in rate of tax on the supply of goods or services or the benefit of input tax 

credit to the recipient by way of commensurate reduction in prices, the Authority may 

order – 

(a) Reduction in prices;  

(b) Return to the recipient, an amount equivalent to the amount not passed on by way 

of commensurate reduction in prices along with interest at the rate of eighteen 

percent from the date of collection of higher amount till the date of return of such 

amount or recovery of the amount including interest not returned in case the 

eligible person does not claim return of the amount or is not identifiable, and 

depositing the same in the Fund referred to in section 57;  

(c) Imposition of penalty as prescribed under the Act; and  

(d) Cancellation of registration under the Act. 

Tenure of Authority 

The Authority shall cease to exist after the expiry of two years from the date on which the 

Chairman joins upon his office unless the Council recommends otherwise. 

Conclusion 

Anti-profiteering measure in GST law is meant to be a deterrent and is an enabling clause 

so that reduction in tax incidence due to the GST is passed on to the consumers. To 

conclude, it can be said that the anti-profiteering provision should be enforced in rare case 

as an exception, rather than as a rule and should not become a hindrance in free business 

environment and as a tool to invite corruption. Anti-profiteering must equally apply to the 

exchequer as GST should also not result in undue tax collection which is much above the 

GDP growth itself. 
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