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Abstract 

A key element of the reforms is the 

replacement of numerous complicated inter-state 

taxes with a single uniform goods and sales tax 

(GST). A single, simplified tax regime is expected to 

improve compliance and revenue collections, as well 

as allowing the free flow of goods and services 

between states. This paper conceptually discusses the 

present state of GST (General Sales Tax) and 

evaluates their features and various problems of after 

implications of GST.  
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I. INTRODUCTION 

GST is a value-added tax levied at all points 

in the supply chain, with credit allowed for any tax 

paid on input acquired for use in making the supply. 

It would apply to both goods and services in a 

comprehensive manner, with exemptions restricted to 

a minimum. This law will replace all indirect taxes 

levied on goods and services by the central 

government and state government and implement 

GST by April 2017. The implementation of GST will  

 

have a far-reaching impact on almost all the aspects 

of the business operations in India. With more than 

140 countries now adopting some form of GST, India 

has long been a stand-out exception. 

Various features of GST 

 The power to make laws in respect of supplies in 

the course of inter-state trade or commerce will 

remain with the central government. The states 

will have the right to levy GST on intrastate 

transactions, including on services. 

 The administration of GST will be the 

responsibility of the GST Council, which will be 

the apex policy-making body for GST. Members 

of GST Council will comprise central and state 

ministers in charge of the finance portfolio. 

 The threshold for levy of GST is a turnover of 

Rs. 1 million. For a taxpayer who conducts 

business in a northeastern state of India the 

threshold is Rs. 500,000. 

 The central government will levy IGST on inter-

state supply of goods and services. Import of 
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goods will be subject to basic customs duty and 

IGST. 

 GST is defined as any tax on supply of goods 

and services (other than on alcohol for human 

consumption). 

 Central taxes such as central excise duty, 

additional excise duty, service tax, additional 

custom duty and special additional duty, as well 

as state-level taxes such as VAT or sales tax, 

central sales tax, entertainment tax, entry tax, 

purchase tax, luxury tax and octroi will be 

subsumed in GST. 

 A provision will be made for removing 

imposition of entry tax/ octroi across India. 

 Entertainment tax, imposed by states on movies, 

theatre, etc., will be subsumed in GST, but taxes 

on entertainment at panchayat, municipality or 

district level will continue. 

 Stamp duties, typically imposed on legal 

agreements by states, will continue to be levied. 

 Offers a wider tax base, necessary for lowering 

tax rates and eliminating classification disputes. 

 Eliminates the multiplicity of taxes and their 

cascading effects. 

 Rationalizes the tax structure and simplifies 

compliance procedures. 

 Automates compliance procedures to reduce 

errors and increase efficiency. 

Major challenges in GST 

 Many companies, especially those with a 

turnover of between Rs 50 Crores to Rs 200 

Crores, are creating shell companies specifically 

to take advantage of GST. These shell companies 

would be used to take credit in an interstate 

transaction and would accumulate input credit, 

only to be shut a year later before the tax audit 

comes. GST should handle this effectively   

 Increased compliance, with increase in the 

number of returns to be filed annually. 

 Preparedness of IT Systems. 

 Lack of skilled resources and need for re-

skilling. 

 Providing separate bills to customers is one of 

the “innovative ways” being used by retailers. 

This menace has to be addressed appropriately.   

 GST system to address the challenges of the 

digital economy.  

 Cost management and competitiveness.  

Major Problems on Gst 

The post-GST era has so far witnessed 

exporter numerous strikes, error and mismatch in 

returns filed as well as the World Bank calling. GST 

in India not only boasts of one of the highest tax 

rates but also consists of the largest number of tax 

slabs. Add to this the growing compliance burdens, 

technical as well as compliance issues. 

Tax Slabs: Problems for Small Unorganised 

Wholesalers 

The impact of demonetization, the 

unorganized cash based small wholesalers were 

served a final knockout with GST. Small shopkeepers 

and even dealers are now forced to buy their daily 

grocery supplies from GST compliant wholesale 

chains like Wal-Mart and Metro cash. For example, a 

„Mix vegetable‟ contains different types of 

vegetables and even some fruits and dry-fruits, so 

whether they should charge different taxes or a single 

tax on the dish. Or should they stop making different 

varieties of dishes altogether just to keep a basic GST 

rate? The same problem is being faced by various 

other businesses. 

Creating Invoices and Filing Returns Not Easy 

Creating different invoices for goods 

with various GST rates can be different GST rates 

https://blog.saginfotech.com/gst-slab-rates-india
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can be tedious and time-consuming. SMEs are the 

most affected by this complex invoice maintaining 

system. SME owners have so many types of items 

with different GST categories. Maintaining separate 

invoices is uncalled for uphill task. 

Filing GST Returns Remains Error-Prone 

The tax failing system in GST is also 

becoming a major cause of a headache for small 

businesses. No one seems to be sure about the 

appropriate process for filing GST return.  

GST on Local (GST Exempted) Goods 

Clothing and footwear that cost below Rs. 

500 are exempted from GST. But many shopkeepers, 

especially retail chains are still charging GST rate of 

5 per cent in their bills for such items. The fact that 

shopkeepers producing computerized bills and having 

an AC in the shop are allowed to charge GST on all 

their goods encourages such practices. 

Some Pertinent Issues for Small Traders 

GST implies additional operational costs for 

Small businesses. In a developing country like ours, 

not all SMEs will be able to afford the cost of 

computers and accountants required to implement 

GST (make bills and file tax returns). 28 per cent 

GST rate on some products like plywood, automobile 

parts and electronic items forces potential buyers to 

opt for unregistered dealers.  

It is too difficult to assign MRP to 

handmade products like local shoes, Banarasi Sarees, 

etc. Small businesses that have a small turnover and 

need not pay GST face trust issues. Buyers demand 

bills from even those sellers who are exempted from 

GST. Without proof of certificate of GST exemption, 

small shop owners find themselves stranded and 

immobile. 

 

 

Issues for E-commerce Companies 

E-commerce giants like Amazon, Snap deal, 

e-bay also have not escaped the aftereffects of GST 

rollout. TCS has to be collected by the online sectors 

from the sellers at the time of payment. The capital 

blockage will hamper day to day operational cost due 

to TCS provisions. The GST council has fixed the 1 

percent TCS over the deduction made while payment 

to the sellers. 

Evaders Bonanza 

The consistent policy rollbacks and 

amendments, powered by the glitchy GSTN 

Network, have enabled massive tax evasion. The 

benevolent composition scheme, as well as windows 

for filing quarterly returns, raises concerns about the 

intention and execution prowess of the government at 

the centre. The increased pool of registered taxpayers 

has had little but no impact on Revenue generation. 

Only 70 per cent of taxpayers file returns regularly. A 

major headache is, however, the mismatch between 

initial and final returns filed by taxpayers.  

GST and Fiscal Fractures 

The GST revenue shortfall promises large 

dents in the Centre and states‟ fiscal applecart. The 

Center and State budgets will be pegged down by the 

gap in Tax revenue. The common man will find 

himself on the receiving end if such gap in revenue 

continues.  

Adapting to IT Ecosystem is Hard 

Indian economy is majorly driven by small 

business units i.e SMEs. It will be unfair to expect 

small-scale business firms to make the transition to 

an online IT platform and expect no errors in return 

filing. It is an uphill task for the majority of our 

working population which has little hands-on 

experience with IT solutions. The cost of SRP 

https://blog.saginfotech.com/gst-slab-rates-india
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deployment is a major concern for micro-small-

medium scale enterprises. 

II. CONCLUSION 

GST reforms have led to certain positive 

benefits in the basic consumer pricing and we are 

happy to pass on this benefit, which is up to 10 per 

cent across product families, to our customers.GST is 

expected to affect the company negatively in the 

short term as it won't get input credit and the cost is 

expected to go up by 7-9 per cent. The fact that 

certain industries have been left out of GST is also 

going to be a major implementation issue. Hopefully, 

over the period of time the government will have a 

uniform GST policy. From an IT infrastructure 

perspective, just as demonetization caused a massive 

increase in digital transactions, the GST rollout will 

see billions of digital invoices a day. This will in turn 

increase the demand for compute and storage and 

therefore pressure a market that is anyways going 

through capacity storage. 
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