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ABSTRACT 
This research paper presents an analytical study of the Goods and Services Tax (GST) in India and the historical development of 
the Indian tax system. The taxation system in India has evolved from ancient and medieval practices based on land and trade taxes 
to a modern structured framework. During the colonial period, significant changes were introduced, and after independence, several 
reforms were implemented to improve efficiency. GST, introduced on 1 July 2017, represents a major tax reform aimed at creating 
a unified and transparent tax system. It integrates multiple indirect taxes into a single framework under the concept of “One Nation, 
One Tax.” The study highlights GST’s role in simplifying taxation, improving administration, and promoting economic 
development. 
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INTRODUCTION 
The tax system occupies a highly significant position in the 

economic framework of India. Taxes are the primary source of 

revenue for the government, through which it finances various 

development programs, public services, and infrastructure 

projects. An efficient and well-organized tax system plays a 

crucial role in strengthening the economic structure of any 

country. The history of taxation in India is very ancient (Bird, 

2015) and has evolved through various historical stages. In 

ancient India, the tax system was mainly based on agriculture 

and trade. A detailed description of the taxation system is found 

in Kautilya’s Arthashastra (Chandra, 1989), which explains 

various sources of state revenue and methods of tax collection. 

During the medieval period, different rulers imposed various 

types of taxes such as land revenue and trade taxes. In the 

colonial period, the British government introduced several 

changes in the Indian tax system, primarily aimed at increasing 

revenue collection. During this time, the system of income tax 

and other forms of taxation was developed. After independence, 

the Government of India introduced several reforms to make 

the tax system more organized and effective. Both direct and 

indirect tax systems were reformed from time to time in an 

effort to simplify the tax structure. Despite these efforts, 

problems such as complexity in the tax system, multiplicity of 

taxes, and lack of transparency in tax administration continued 

to exist. To address these issues, the Government of India 

implemented a comprehensive tax reform in the form of the 

Goods and Services Tax (GST). GST was introduced across the 

country on 1 July 2017. Its primary objective was to unify 

various indirect taxes into a single tax system and to make the 

tax structure simpler and more transparent. Through GST, 

several indirect taxes imposed by the central and state 

governments have been integrated into a single system. This 

reform has played an important role in improving tax 

administration, facilitating trade, and promoting economic 

development. The objective of this research paper is to study 

the historical development of the tax system in India and to 

analyze how the Goods and Services Tax (GST) has brought 

changes and reforms in the Indian tax system. Additionally, this 

study examines the importance, objectives, and economic 

impact of GST. 

 

LITERATURE REVIEW 
Several scholars and researchers have examined the Goods and 

Services Tax (GST) and the development of the Indian tax 

system. These studies indicate that GST is a significant reform 

in the Indian tax structure, aimed at simplifying and integrating 

the indirect tax system. 

 

Girish Garg (2014), in his study, highlights that GST is an 

important step toward simplifying India’s complex indirect tax 

system. According to him, GST integrates various indirect taxes 

into a unified tax framework, which enhances the efficiency and 

transparency of tax administration. 

 

Richard M. Bird (2015) examined the importance of GST in 

developing countries. He argues that the GST system simplifies 

the tax structure and helps in creating a unified national market. 

He also emphasizes that GST can play a crucial role in 

promoting economic growth and facilitating trade activities. 

 

Nayyar (2018), in his analysis of the impact of GST on the 

Indian economy, states that the implementation of GST has 

made tax administration more organized and digital. According 

to him, this system has helped reduce tax evasion and improve 

the effectiveness of revenue collection. 

 

Additionally, the Kelkar Committee (2003) recommended the 

implementation of a unified tax system like GST in the context 

of tax reforms in India. The committee emphasized that the 

integration of indirect taxes is essential for making the tax 

system more simple, transparent, and efficient. 
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The above studies clearly demonstrate that GST is a major 

reform in the Indian tax system. However, there is still a need 

for more comprehensive research on the relationship between 

the historical development of the Indian tax system and the 

impact of GST. This forms the primary objective of the present 

study. 

 

RESEARCH METHODOLOGY 
This research paper adopts a qualitative and analytical research 

methodology. The primary objective of the study is to analyze 

the historical development of the tax system in India and to 

examine the impact of the Goods and Services Tax (GST). 

 

The study is mainly based on secondary sources. It includes an 

analysis of various books, research papers, government reports, 

policy documents, and official websites. In particular, research 

articles related to GST, economic reports, and documents 

published by the Ministry of Finance have been extensively 

used. 

 

In this study, a descriptive method has been employed to present 

the historical development of the Indian tax system. Alongside 

this, an analytical approach has been used to examine the 

objectives, features, and economic impact of GST. 

 

During the course of the study, the views of various scholars, 

research findings, and government policies have been analyzed 

to understand how GST has influenced the Indian tax system. 

Thus, this research attempts to provide a comprehensive 

understanding of the evolution of the Indian tax system and the 

impact of GST. 

OBJECTIVES OF THE STUDY 
1. To study the historical development of the tax system 

in India. 

2. To analyze the different phases and structure of the 

Indian tax system. 

3. To understand the origin and objectives of the Goods 

and Services Tax (GST). 

4. To examine the changes in the Indian tax system after 

the implementation of GST. 

5. To analyze the impact of GST on the Indian economy. 

 

RESEARCH QUESTIONS 
1. How has the tax system in India evolved historically? 

2. What was the need for implementing the Goods and 

Services Tax (GST) in India? 

3. What are the main objectives and features of GST? 

4. What changes have occurred in the Indian tax system 

after the implementation of GST? 

5. What has been the impact of GST on the Indian 

economy and tax administration? 

 

HISTORICAL DEVELOPMENT OF THE TAX 

SYSTEM IN INDIA 
The history of the tax system in India is very ancient and has 

evolved through various historical stages. In different periods, 

rulers and governments imposed different types of taxes to 

manage the administration and development of the state. The 

development of the Indian tax system can broadly be 

understood in four major phases. 

Table 1: Historical Development of the Tax System in India 

Period Key Features 

Ancient Period Land tax and trade tax as major sources of revenue 

Medieval Period Development of the land revenue system 

Colonial Period Introduction of income tax (1860) and other indirect taxes 

Post-Independence Period Tax reforms and development of direct and indirect tax systems 

Modern Period Unified tax system through GST 

             Source: Based on Bird (2015) and Kelkar Committee (2003) 

1. Tax System in Ancient India 

In ancient India, the tax system was primarily based on 

agriculture and trade. During this period, land revenue was the 

main source of state income. A detailed description of the 

taxation system is found in Kautilya’s Arthashastra, which 

explains that the king collected taxes from the people in a fair 

and reasonable manner to ensure the administration and 

security of the state. At that time, taxes included land tax, trade 

tax, customs duties, and other forms of taxation. The system of 

tax collection was well-organized and served as an important 

source of economic resources for the state. 

2. Tax System in Medieval India 

During the medieval period, the tax system underwent several 

significant changes. Various rulers imposed different types of 

taxes in addition to land and trade taxes. The land revenue 

system was further organized during the Mughal period. Under 

the reign of Mughal Emperor Akbar, the land revenue system 

developed by Todarmal was implemented, in which taxes were 

assessed based on the productivity of the land. This system 

made the taxation structure more systematic and effective. 

3. Tax System during the Colonial Period 

During British rule, several significant changes were introduced 

in the Indian tax system. The primary objective of the British 

government was to maximize revenue collection from India. 

During this period, in addition to land revenue, several new 

taxes were introduced. In 1860, the British government 

introduced income tax in India (Kelkar, 2003). Along with this, 

customs duties, excise duties, and other indirect taxes were also 

imposed. Through these taxes, the British government extracted 

substantial revenue from the Indian economy. 

4. Development of the Tax System after Independence 

After independence, the Government of India introduced 

several reforms to modernize and strengthen the tax system. 

During this period, significant changes were made in both direct 

and indirect taxation. The government implemented reforms 

based on the recommendations of various committees and 

commissions to simplify tax administration and promote 

economic development. Over time, continuous efforts were 

made to make the tax system more transparent and efficient. 

5. Introduction of Goods and Services Tax (GST) 

One of the most significant reforms in the Indian tax system is 

the implementation of the Goods and Services Tax (GST). GST 
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was introduced across the country on 1 July 2017 

(Government of India, 2017). Its main objective was to 

integrate various indirect taxes and establish a unified tax 

system. Through GST, several taxes imposed by the central and 

state governments, such as excise duty, service tax, and value-

added tax (VAT), were subsumed into a single tax framework. 

 

 

Table 2: Comparative Analysis of the Tax System Before and After GST 

Aspect Tax System Before GST Tax System After GST 

Tax Structure Multiple indirect taxes (VAT, Excise Duty, Service 

Tax, etc.) 

Unified tax system (GST) 

Tax Administration Complex and multi-layered Simpler and more organized 

Tax Rates Different across states Uniform structure across the 

country 

Tax Procedure Extensive paperwork Digital and online system 

Impact on Trade Barriers to inter-state trade Integrated national market 

                Source: Compiled by the researcher based on Garg (2014) and Nayyar (2018). 

 

This has made the tax system more simple, transparent, and 

efficient. 

Goods and Services Tax (GST): Objectives and Features 

The Goods and Services Tax (GST) is a comprehensive tax 

reform implemented in India. It was introduced across the 

country on 1 July 2017. The primary objective of GST is to 

establish a uniform and integrated tax system in India. Prior to 

its implementation, multiple indirect taxes existed, making the 

tax structure complex and multi-layered. GST consolidated 

these taxes into a single framework, thereby creating a simpler 

and more transparent tax structure. 

1. Integration of Indirect Taxes 

Before the implementation of GST, several indirect taxes were 

imposed in India (Garg, 2014), such as excise duty, service tax, 

value-added tax (VAT), entry tax, and luxury tax. After the 

introduction of GST, all these taxes were subsumed into a single 

tax system, making the tax structure more streamlined and 

organized. 

2. Concept of “One Nation, One Tax” 

One of the key objectives of GST is to establish a uniform tax 

system across the country. Earlier, different states had different 

tax rates, which created difficulties in trade and business 

activities. With the implementation of GST, a uniform tax 

structure has been established across India, known as the 

concept of “One Nation, One Tax.” 

3. Transparency in the Tax System 

The GST system is fully based on digital and online processes 

(CBIC, 2020). Tax payments, return filing, and other tax-

related procedures are conducted online. This has enhanced 

transparency in tax administration and helped in controlling tax 

evasion. 

4. Simplification of Trade 

After the implementation of GST, the tax system has become 

simpler for businesses and industries. Earlier, the presence of 

multiple taxes made business operations complex, but the 

unified tax system has made conducting business easier. 

5. Promotion of Economic Development 

GST not only simplifies the tax system but also promotes 

economic development. A unified tax structure encourages 

trade and investment, thereby strengthening the country’s 

economy. Thus, GST represents a significant reform in the 

Indian tax system, contributing to greater simplicity, 

transparency, and efficiency. 

 

Economic Impact of GST 

The Goods and Services Tax (GST) is considered a significant 

reform in the Indian tax system. Its implementation has had 

several positive impacts on the Indian economy, trade, and tax 

administration. The primary objective of GST is to simplify the 

tax system, promote trade, and enhance economic growth. 

1. Simplification of the Tax System 

Before the implementation of GST, India had multiple indirect 

taxes, which made the tax system highly complex. GST 

integrated these taxes into a single system, thereby simplifying 

and streamlining the tax structure. As a result, businesses and 

industries are no longer required to pay multiple taxes. 

2. Promotion of Trade and Industry 

The implementation of GST has made the tax system more 

convenient and efficient for trade and industry. Earlier, different 

states had different tax rules, which created barriers to trade. 

GST has established a uniform tax system across the country, 

thereby promoting trade and business activities. 

3. Transparency in Tax Administration 

The GST system is based on a digital platform, where tax 

payments and return filings are conducted online. This has 

enhanced transparency in tax administration and has also 

helped in reducing tax evasion. 

4. Increase in Revenue 

After the implementation of GST, the tax base has expanded 

(Nayyar, 2018). With more businesses and traders becoming 

part of the tax system, government revenue has increased. This 

has provided the government with greater financial resources 

for developmental activities. 

5. Promotion of Economic Growth 

GST has led to an increase in business activities and has also 

encouraged investment (Bird, 2015). This has strengthened the 

economy and contributed to faster economic growth. 

 

CONCLUSION 
The history of the tax system in India is ancient and extensive, 

having evolved through various historical stages to reach its 

present form. In ancient India, the taxation system was 

primarily based on agriculture, trade, and production, while 

during the medieval period, land revenue and trade taxes 

remained the major sources of state income. In the colonial 

period, the British government introduced several changes in 

the Indian tax system, primarily aimed at increasing revenue 

collection. After independence, the Government of India 
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implemented numerous reforms from time to time to make the 

tax system more organized, transparent, and efficient. In 

independent India, several important measures were taken to 

develop both direct and indirect taxation systems. However, for 

a long time, the tax structure remained complex, with multiple 

taxes and varying tax systems across states, which created 

several difficulties for trade and industry. To address these 

challenges, the government introduced a comprehensive tax 

reform in the form of the Goods and Services Tax (GST). GST 

was implemented across the country on 1 July 2017, with the 

primary objective of establishing a unified and simplified tax 

system in India. Through this reform, multiple indirect taxes 

imposed by the central and state governments were integrated 

into a single tax framework. This system successfully 

introduced the concept of “One Nation, One Tax” and made the 

tax structure more organized and transparent. 

 

After the implementation of GST, several significant changes 

have been observed in the Indian tax system. Tax administration 

has become more digital and transparent, which has helped in 

controlling tax evasion. Additionally, the tax process has 

become simpler and more convenient for businesses and 

industries. GST has also played an important role in promoting 

trade activities, encouraging investment, and accelerating the 

pace of economic growth. However, in its initial phase, GST 

faced certain challenges, such as technical issues, difficulties 

for small businesses in adapting to the new system, and 

complexities in tax rates. Over time, these issues have been 

gradually addressed through policy reforms and government 

initiatives. Overall, the Goods and Services Tax (GST) is a 

significant and historic reform in the development of the Indian 

tax system. It has contributed greatly to making the tax structure 

simpler, more transparent, and more efficient. Moreover, it has 

helped strengthen the Indian economy, promote trade, and 

improve revenue collection. Therefore, it can be concluded that 

GST is not merely a tax reform but a major step toward 

modernizing and organizing India’s economic structure, and it 

will continue to play a crucial role in the country’s economic 

development in the future. 
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