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ABSTRACT 

It’s true that GST means ‘Great Step towards Transformation’, ‘Great Step towards 

Transparency’ in India and it is also true that some one gives ‘birth’ while someone else ‘nurtures 

it’. It has been long pending problem to streamline all the specific types of oblique taxes and put 

into effect a “single taxation” system. This machine is referred to as GST (GST is the abbreviated 

form of goods & services Tax). The principle expectation from this system is to abolish all indirect 

taxes and only GST would be levied. Because the name indicates, the GST could be levied each on 

items and offerings. GST is a tax that needs to pay on supply of products & offerings. Any person, 

who is presenting or offering goods and services, is liable to fee GST. The paper highlights the 

impact of GST on Indian MSME’s. MSMEs are a major driver in the Indian economy, contributing 

to almost 7% of the manufacturing GDP and 31% of the services GDP. With a consistent growth 

rate of about 10%, they employ about 120 million people and contribute to around 46% of the 

overall exports from India. Under the GST regime, this significant sector too is set to change.  

KEY WORDS: GST, ITC, MSMEs AND SGST. 
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Goods and Services Tax (GST) may be certainly an essential perfection and the logical step 

in the direction of a widespread oblique tax reforms in India. As per, the Empowered Committee 

of the State Finance Ministers  it's been made clear that there might be a “Dual GST” in India, i.e. 

taxation energy lies with both with the aid of the Centre and the State to levy the taxes on the 

goods and services. 

Punjab and Haryana are the states similarly had been reluctant to surrender purchase tax, 

Maharashtra becomes unwilling to give up octroi, and all states desired to preserve petroleum 

and alcohol out of the ambit of GST. Gujarat and Maharashtra want the additional 1 % levy 

prolonged beyond the proposed two years, and raised to 2 %. Punjab needs purchase tax outside 

GST. at the same time as the Centre is empowered to tax offerings and items as much as the 

manufacturing stage, the States have the power to tax sale of goods. The States do not have the 

powers to levy a tax on deliver of services even as the Centre does not have energy to levy tax on 

the sale of goods. Thus, the constitution does no longer vest express power both inside the crucial 

or state authorities to levy a tax on the ‘deliver of goods and services’. Furthermore, the 

constitution also does now not empower the States to impose tax on imports. Therefore, its miles 

essential to have Constitutional Amendments for empowering the Centre to levy tax on sale of 

products and States for levy of carrier tax and tax on imports and other consequential trouble. 

“Goods and Service Tax (GST) is a comprehensive tax levy on manufacture, sale and 

intake of products and carrier at a country wide level below which no distinction is made 

between goods and services for levying of tax. It’s going to frequently substitute all indirect 

taxes levied on goods and services through the Central and State governments in India. GST 

is a tax on goods and services below which everyone is susceptible to pay tax on his output 

and is entitled to get Input Tax Credit (ITC) at the tax paid on its inputs (consequently a tax 

on fee addition best) and ultimately the very last customer shall bear the tax”. 

OBJECTIVES OF GST:  

 To understand the concept of Goods and Service Tax. 

 To study the impact of GST on MSMEs. 

 To examine opportunities for MSMEs on the implementation of GST. 

GOODS AND SERVICES TAX GLOBALLY: 

 

France was the primary country to introduce GST in 1954. Globally, almost 150 have 

delivered GST in a single or the opposite form considering that now; most of the countries have a 

unified GST machine. Brazil and Canada comply with a twin gadget country like India is introduced. 

In China, GST applies only to goods and the availability of repairs, alternative and processing 

offerings. GST costs of some countries are given underneath: - 
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Country Rate of GST 

Australia 10% 

France 19.6% 

Canada 5% 

Germany 19% 

Japan 5% 

Singapore 7% 

New Zealand 15% 

There would be two rate structures – a lower rate for essential items and items of fundamental 

importance and a popular rate for items in trendy. There can also be a special charge for valuable 

metals and a listing of exempted items. In preferred for goods, government is considering pegging 

the rate of GST from 20% to 23% that's well above the global average rate of 16.4% for comparable 

taxes, however beneath the sales impartial rate of 27%. Under the GST regime, this significant 

sector too is set to change. First and foremost, all businesses, including SMEs will need to register 

for GST under the rules as per the following threshold limits related to aggregate turnover: 

Region 
Liability to 

Register 

Liability for Payment 

of Tax 

North East 

India 
Rs. 9 lakh Rs. 10 lakh 

Rest of 

India 
Rs. 19 lakh Rs. 20 lakh 

Model of GST: 

 The GST shall have two components: one levied by means of the Centre (called Central GST 

or CGST), and the opposite levied by way of the States (known as State GST or SGST). Rates 

for central GST and State GST could be permitted correctly, reflecting sales issues and 

acceptability. 

 The CGST and the SGST would be applicable to all transactions of goods and services made 

for an attention besides the exempted goods and services. 
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 Cross utilization of ITC each in case of Inputs and capital goods among the CGST and the 

SGST could now not be approved except within the case of inter-state deliver of products 

and services (i.e. IGST). 

 The Centre and the States would have concurrent jurisdiction for the complete value chain 

and for all taxpayers on the idea of thresholds for goods and services prescribed for the 

States and the Centre. 

APLLICABILITY OF GOODS AND SERVICES TAX 

GST is intakes based totally tax/levy. It’s miles based on the “vacation spot precept.” GST 

is carried out on goods and offerings at the area where final or real intake occurs. GST is gathered 

on value-added goods and offerings at every degree of sale or purchase in the deliver chain. GST 

paid at the procurement of products and services may be prompt against that payable at the 

supply of goods or offerings. The manufacturer or wholesaler or retailer will pay the relevant GST 

charge but will claim again through tax credit mechanism. However being the ultimate character 

in the supply chain, the end customer has to undergo this tax and so, in many respects, GST is like 

a final-point retail tax. GST goes to be amassed at point of sale as defined the below figure: 

 

Source: ReLakhs.com 

The GST is an indirect tax which means that that the tax is handed on till the closing stage 

wherein it's miles the customer of the products and services who bears the tax. That is the case 

even today for all oblique taxes but the difference below the GST is that with streamlining of the 

multiple taxes the very last cost to the customer will pop out to be decrease on the removal of 

double charging inside the system. The beneath deliver chain of GST with an instance: 
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The present day tax shape does no longer allow a commercial enterprise character to take tax 

credits. There are lots of chances that double taxation takes region at each step of supply chain. 

This may set to alternate with the implementation of GST. GST can be levied at the place of 

consumption of products and offerings. 

 Intra-state supply and consumption of goods & services 

 Inter-state movement of goods 

 Import of Goods & Services 

 

As per the above table the rate (percentage) of GST is not yet decided, there is probably 

CGST, SGST and integrated GST rates. It is also widely believed that there will be 2 or 3 rates based 

on the significance of goods. Like, the rates may be lower for important goods and could be 

excessive for precious/luxury items. 

BENEFITS OF GST BILL IMPLEMENTATION 

 The tax structure is made of lean and simple 
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 The whole Indian market may be a unified marketplace which may also translate into 

lower business prices. It is able to facilitate seamless motion of products across states and 

decrease the transaction costs of businesses. 

 It is good for export oriented businesses. Because it is not carried out for goods/services 

that are exported out of India. 

 In the long run, the lower tax burden should translate into decrease cost on goods for 

purchasers. 

 The Suppliers, manufacturers, wholesalers and retailers are able to get better GST 

incurred on input costs as tax credits. This reduces the price of doing business, for that 

reason enabling fairer cost for consumers. 

 It is able to extra transparency and higher compliance. 

 Number of departments (tax departments) will reduce which additionally result in less 

corruption 

 More business entities will come underneath the tax system thus widening the tax base. 

This results in higher and more tax revenue collections. 

 Companies which are under unorganized sector will come underneath tax regime. 

 

IMPACT OF GOODS SERVICE TAX ON MSMEs 

Indian companies are booming yearly, every sector is developing through the day, and the 

government is imposing reforms and programs to create successful surroundings for those 

companies. The Goods and Service Tax bill (GST) is implemented by way of the government as it 

is the largest oblique tax reform in our country in view that independence. However, complying 

with this tax reform may be a bit complicated at the start for small and medium businesses. But in 

the long run, it's going to advantage both consumers and the businessmen. 

With the incredible improvement of SMEs in diverse sectors like food Processing, E-trade, 

fabric, Pharmaceutical, car, power, supply Chain, Retail, IT and carrier sectors, the Indian 

economic system is expected to grow by way of 8% in keeping with annum by 2020 thereby 

making it the biggest economy inside the international by using 2050. The SMEs contribute 

toward the holistic and balanced increase of the country by way of providing employment and 

boom possibilities through industrialization in rural and backward regions, ensuring equitable 

distribution of countrywide income, thereby decreasing regional imbalances throughout the 

states. 

In an Indian economy MSMEs (Micro, Small and Medium Enterprises) are the most various 

agencies which play a crucial function in the boom and development. Most importantly, around 

36 million SMEs contribute toward 45% of the industrial output, employs 42 million people, 

generates a 100 million employment opportunities every year and contribute to 40% of exports 
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with the aid of production around 8000 - 10000 form of products to meet the growing demand of 

Indian as well as international marketplace. The government facts shows that urban area 

accommodates 8,57,000 enterprises accounting for 54.77% of the total running enterprises in 

registered MSME sector while the agricultural regions having around 7,07,000 enterprises bills 

for 45.23% of the running enterprises. 

On the development opportunities in advance, the government has undertaken a plethora 

of measures to beautify this sector. These measures consist of global loose trade agreements, 

launching new regulations like adopting cluster based technique to beautify the productivity and 

put together for stiff foreign competition and reservation of 20 specific items for manufacturing 

through MSMEs most effective. The government has moreover set up an India Oppportunities 

Venture Fund properly well worth 50 billion rupees in collaboration with SIDBI (Small Industries 

Development Bank of India) for offering fairness to the arena. In fact, that MSME loan marketplace 

will grow through $3,020 billion over the subsequent decade. 

SMEs should also make investments towards the implementation of sustainable 

enterprise solutions for enhancing the overall enterprise efficiency, growing a healthful work 

culture and inexperienced task possibilities, improvised operational procedures like deliver chain 

control, income processes, lean production for producing splendid products and services for 

enhancing up the economic system ethically. 

Pro-active Attitude 

On this rapid tempo of monetary improvement and evolving international economic 

panorama, SMEs should embody change and expand seasoned-lively mindset closer to fostering 

modern development in society and environment through powerful utilization of sources. They 

must understand that their business will flourish only if the society prospers. Subsequently, 

earlier than embarking on bigger tasks, they ought to focus on improvising their operational 

performance to decorate the advantageous impact. 

Therefore, to offer further increase to the MSME sector, the government has deliberate 

various different initiatives along with introducing rating for MSMEs on 50 parameters as a way 

to allow the arena to improve their production and operational performance. Incorporating 

excellent practices will surely assist MSMEs to similarly strengthen their function inside the 

worldwide marketplace. Different tasks consist of putting in place of Bankruptcy Bill and 

introducing GST bill for enhancing the ease of doing commercial enterprise. 

The GST Bill will certainly offer raise to the SME region by imparting them reprieve from 

diverse degree of taxes for starting enterprise and transfer of goods in more than one states. With 

GST in region, SMEs can enjoy the benefits such as ease in business growth, single point tax, 
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removal of cascading tax machine, no extra tax on interstate goods transfer, lower logistics 

overheads and will create a unified marketplace space for its products. 

In future, the SMEs ought to not simplest focus to levy the related benefits. as a substitute, 

they should incorporate these modifications into their enterprise strategies to paintings toward 

the sustainable improvement of the society. The big companies have to also put in extra efforts to 

contain sustainability and inclusiveness inside the supply chain as the SMEs are providers to 

bigger organizations. The subculture of giving returned to the society have to be inbuilt in all of 

the agencies whether massive or small, thereby permitting a surroundings conducive for 

sustainable development of the nation. 

With over 51 million SMEs in India, it contributes 50% of the economic output and 

constitutes India's 42% export earnings. As a consequence SME, the main employment producing 

sector other than IT, holds the important thing inside the post-GST era and know-how of its effect.   

Government aim at the back of GST is to enlarge the taxpayer’s base and no longer to 

decorate tax burden on business / individual tax payers.  A good deal aligned to this goal, GST 

regulation launched by means of the Ministry of Finance seeks to deliver all of us with a 

combination turnover of above INR 10 lakhs within the umbrella of GST.  The restrict has been 

stored even lower at INR 5 lakhs for north eastern states.  This should create a stage gambling 

area for prepared and unorganized area with the aid of curtailing scope of diverse tax evasion 

practices along with creation of multiple entities to enjoy high exemption thresholds.  However 

on the flip facet it could vitiate the prevailing protectionism supplied with the aid of the 

government to Small and Medium Enterprises (‘SMEs’) which necessitates them to get out in their 

comfort sector as a long way as indirect tax expenses and benefits are worried. 

MSME producers, presently exempt (if annual taxable turnover is up to INR 1.5 

Crores) from paying excise duty, would be prone to pay full rate of GST.  This will convey 

their products up for stiff opposition with those of enterprise leaders in phrases of tax charges 

involved.  Small scale service sector is likewise to face an increase in tax rate below GST as 

towards the present effective rate of 15%.  But, better availability of input tax credits has to 

depart the increased tax incidence on offerings to handiest marginal.  Trading entities, on 

the other hand, ought to largely welcome GST because it creates a single uniform market for 

them throughout the country with progressed ease of doing enterprise. 

PREDICTED SECTORS TO BENEFIT MOST FROM GST 

 FMCG: The FMCG sector is predicted to benefit the maximum due the government's 

attention on decreasing taxes on merchandise of mass consumption. At the same 

time as food products like grains, dairy, cereals, and so on., are exempt from GST, 

sugar, tea, and coffee are anticipated to be taxed at simply 5%.  
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 Automobiles: The implementation of GST is anticipated to lessen the overall production 

cost for vehicles as all duties will come under a single tax bracket. Furthermore, the GST 

will be applicable on intake level rather than the state of origin, which can provide a much-

wished raise to the automobile sector. 

 Textiles: The GST regime is predicted to show useful in the long run in phrases of growth 

and making it more competitive in both domestic & international markets. It’ll also assist 

in list extra players as registered taxpayers underneath a strictly regulated structure. 

 E-commerce: The effect of GST at the e-commerce region is expected to be advantageous 

ultimately as it could help alter this phase, and in addition sell this marketplace version 

inside the country. 

SECTORS EXPECTED TO GAIN THE LEAST FROM GST  

 Consumer durables: Consumer durables like air conditioners, refrigerators, and many 

others had been positioned below the 28% class, the very best tax bracket under GST, 

making them extra pricey under the brand new regime. 

 Entertainment: Going to look at movies at multiplexes ought to become greater high 

priced for clients following the implementation of GST, but, its effect will range in special 

states. Then again, it will advantage multiplex proprietors due to provisions like input tax 

credit. 

MICRO SMALL MEDIUM ENTERPRISES’s POSITION 

 

No matter its effect on different sectors, the implementation of GST may want to propel 

the growth of Indian SMEs by using selling the authorities-led "Make in India" initiative and 

helping small-scale enterprises in terms of ease of doing enterprise. Not like country precise taxes, 

the GST regime will introduce a centralized registration device, which can help new businesses 

through allowing them to check in themselves on file. Moreover, decreased tax on new businesses 

can also spare such firms from the usual tax burden. Moreover, for the reason that GST is a 

destination-primarily based tax, regionally synthetic items can pay the equal quantity of tax as 

imported items, encouraging agencies to attain out to local units, and inside the system, notably 

gain small scale industries. 

Goods and Service Tax (GST) is the talk of the city today as MSME’s play an important role 

inside the improvement of Indian economic system. Upcoming government plan introduced GST 

bill need to similarly boost the ease of doing business in India. The government is likewise 

planning to provide ratings to MSMEs on some 50 parameters so as to enable the world to improve 

the nice of producing and may provide an additional advantage in the international market. 

Different projects which include setting up of bankruptcy bill may also help SMEs to do 

commercial enterprise with less complexity. A majority of these reforms paired with the 
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government pushing for passing the GST invoice this monsoon consultation of Parliament must 

carry a sturdy backing to the SMEs in India. 

MSMEs are the predominant contributor in promoting balanced economic improvement. 

It negates the outcomes of large enterprises and provides all spherical development for the 

country. They have helped in industrializing the rural and backward areas via providing 

employment and different opportunities to lessen local imbalance that has assured a same 

distribution of income. The following reasons of GST impact small-scale producers like SME in 

India: 

 Excise and VAT, with different taxes, might be merged into GST. 

 GST will offer tax credit score gain at each degree in the chain 

 Small businesses may also break out GST, if they may be under the brink limit. 

 This will permit SME section to amplify their reach past their cutting-edge borders. 

 GST will now not distinguish between income and services. 

 GST is aimed to simplify such tax hurdles and could be in the long run borne with the aid 

of the customer. 

 Manufacturing gets greater competitive. 

 GST could be relevant at all ranges from production to consumption. 

 Makes India one common market. 

 Lower logistic and tax cost is expected because of this new GST bill. 

 

India’s paradigm shift to the Goods and Services Tax (GST) regime will growth their 

compliance fees and snare a majority of them into the oblique tax internet for the first time. to 

date, unorganized MSMEs have grown faster than organized peers because of lower cost systems 

stemming from tax avoidance, and no longer having to pay social security benefits to employees 

(such as provident fund and gratuity), and excise duty (if turnover is less than1.5 crore). Some 

MSMEs also understate employee base or installation multiple ventures to keep away from 

breaching tax thresholds. Such sharp practices helped them charge products and services 

competitively during the last few many years and additionally preserve operating margins at 

organized player ranges. The vicissitudes because of the impact of GST are many. To wit, for 

producers, the discount inside the threshold for GST exemption to 20 lakh from 1.5 crore 

approach tens of thousands of unorganized MSMEs will quickly be cast into the tax internet. And 

digital transaction trails created by way of twin authentication of invoices underneath GST will 
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improve tax compliance. Additionally, a decrease tax burden below GST will reduce the fee of 

uncooked substances and logistics. 

IMPACT ANALYSIS OF GST ON SMALL & MEDIUM ENTERPRISES 

 

Small and Medium Enterprises (SMEs) have been considered as the primary growth 

motive force of the Indian economy for decades. It is similarly obtrusive from the fact that 

nowadays we've round 3 million SMEs in India contributing nearly 50% of the industrial output 

and 42% of India’s total export. For a developing country like India and its demographic variety, 

SMEs have emerged as the main employment-producing sector and has furnished balanced 

development throughout sectors. Permit’s take a look at what will be the impact of GST on Small 

& Medium Enterprises. After the passage of the Goods and Services Tax (GST) Bill, the Industry is 

hailing the government for citing this reform which has been lengthy pending due to political 

deadlocks. 

But earlier than analyze the effect of GST on Small & Medium Enterprises; it ought to 

apprehend how GST is going to widen the taxpayer base. In advance, any producer with a turnover 

of Rs 1.5 or less turned into no longer required to comply with the regulations of excise duty. 

However, with the merging of all State and Central level taxes into the ambit of GST, any 

manufacturer with a turnover of Rs 20 lakh (others) /10Lakh (unique category states) or more 

will should observe GST and its tactics. 

All of the compliance approaches under GST — Registration, Payments, Refunds and 

Returns will now be done through online portals only and for this reason SMEs need no longer 

fear about interacting with department officers for carrying out those compliances, which might 

be considered as a headache in the modern tax regime. The compliance procedure with the 

positives and negatives provided a high level impact analysis of GST on small and medium 

businesses in India are listed below: 

 

 

 

 

 

 



International Journal of Research in Economics and Social Sciences (IJRESS) 
Vol. 7 Issue 7, July 
ISSN(o): 2249-7382 | Impact Factor: 6.939  
 

 

  
International Journal of Research in Economics & Social Sciences 

      Email:- editorijrim@gmail.com, http://www.euroasiapub.org 
  (An open access scholarly, peer-reviewed, interdisciplinary, monthly, and fully refereed journals.) 

345 

Compliance 

Procedure 
Positives Negatives 

Registration 

Online registration will ensure timely 

receipt of certificate of registration and 

minimal bureaucracy interface 

Not all the SMEs have technical expertise to deal 

with online systems, thus most of them will need 

intermediaries to obtain registration for them. 

This will add to their registration cost. 

Payment 

Electronic compliance will bring 

transparency and will also reduce the 

compliance cost. 

Since funds are required to be maintained in the 

form of electronic credit ledger with the tax 

department, it may result in liquidity crunch. 

Refund 

Electronic refund procedures will fast 

track the process and enhance liquidity 

for SMEs 

Refunds can be claimed only after filing of relevant 

returns. Also it depends on the compliances done 

by the supplier and his rating. 

Returns 

All returns are required to be filed 

electronically and input  tax credit and 

tax liability adjustment will happen 

automatically on the basis of these 

returns 

Minimum of thirty-seven returns are required to 

be filed by every registered taxpayer during a 

financial year. Thus SMEs will have to deploy 

additional resources and eventual cost of 

compliance will increase 

No doubt that GST is aimed to growth the taxpayer base, majorly SMEs into its scope and 

will positioned a burden of compliance and associated costs to them. But ultimately, GST will flip 

these SMEs extra competitive with a stage gambling field among massive firms and them. 

Furthermore, those Indian SMEs might be able to compete with foreign competition coming from 

cheap cost centers together with China, Philippines and Bangladesh. 

POSITIVE IMPACT OF GST ON MSME 

As in line with industry experts, SMEs and startups will be affected the most with the rollout 

of the GST and the impact might be favorable in ways a couple of. A number of the approaches GST 

will gain SMEs and startups are: 

 Ease of commencing business: A commercial enterprise having operations across 

exclusive country needs VAT registration. Specific tax rules in special states most effective 

upload to the complications and incur an excessive procedural expenses. GST enables a 

centralized registration so that it will make beginning an enterprise less difficult and the 

consequent expansion an added advantage for SMEs. 

 Reduction of tax burden on new business: According to the current tax structure, 

businesses with a turnover of more than rupees 5 lakh want to pay a VAT registration fee. 

The government mulls the exemption limit underneath GST to 25 lakh giving relief to over 

60% of small sellers and buyers. 

 Improved logistics and quicker transport of services: Under the GST bill, no access tax 

could be charged for items synthetic or sold in any a part of India. As an end result, delivery 
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of products at interstate points and toll take a look at posts could be expedited. According 

to CRISIL estimation, the logistics cost for producers of bulk items will get decreased 

substantially through about 20%. This is predicted to enhance ecommerce throughout the 

nation. 

 Elimination of distinction between goods and services: GST ensures that there's no 

ambiguity between goods and services. This could simplify numerous legal proceedings 

associated with the packaged merchandise. As an end result, there'll no longer be a 

difference between the cloth and the service factor, a good way to significantly lessen tax 

evasion. 

IMPACT ON MANUFACTURING SECTOR 

A main cloud-primarily based commercial enterprise management software program 

issuer catering to SMEs in South East Asia, the GST will increase competitiveness of enterprises 

within the manufacturing sector with the aid of mainly mitigating the cascading effect of various 

taxes. In Singapore, the corporation offers GST prepared Enterprise Resource Planning software 

program to global SME markets, with small and medium enterprises contributing over 70% of the 

company’s commercial enterprise across the world. 

An outstanding provider of cloud ERP solutions has been considerably operating with 

various businesses in countries like Singapore and Malaysia with their GST necessities. India is a 

worldwide manufacturing hub and SMEs shape around 90% of the industrial units in the country. 

As per the IBEF the ‘Make in India’ campaign promoted with the aid of the Indian government will 

get a boost with the rollout of the GST. Currently, excise duty on pre-packaged merchandise for 

retail intake is levied not on the transaction fee at the ex-factory but on a hard and fixed percent 

of the most retail price (MRP) at the package deal. This results in a better MRP, which suggests a 

better cost burden for the purchasers. Under the GST regime, tax is paid through the producers 

whilst shopping raw materials for the products. The amount can be credited for next resellers till 

the product reaches the very last purchaser as this will ease the tax burden considerably. 

The proposed GST rates of 18% and 28% for plastic products will hit the Micro, Small and 

Medium Enterprises (MSMEs), As per the Canara Plastic Manufacturers’ and Traders’ Association 

(CPMTA. Most plastic products are being sold with value-added tax (VAT) ranging from 5 % to 

14.5%. These products will attract GST rates of 18% and 28 %, that these products are likely to 

become 10% more expensive under GST as the plastic industry runs on very thin margin due to 

the competitive market, largely because of cheap imports from China. 
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CHALLENGES FOR SMES 

 A notable part of SMEs are of the opinion that GST is not all desirable for the sector and 

their fears might not be truly vacuous. 

 The tax neutrality that the SMEs revel in can be one of the outstanding advantages. But, 

discount in duty threshold is one of the key problems which have led them to be careful of 

the GST invoice. 

 Under the prevailing excise tax, no duty is paid through a producer having a turnover of a 

good deal much less than rupees 1.50 crores. 

Goods Services Tax pros for MSMEs 

 Multiplicity of taxes will depart under the GST regime, making it less complicated to do 

enterprise in India. With the main 17 indirect taxes, , excise duty, service tax, VAT, CST, 

luxury tax, entry tax, and many others., getting subsumed in GST, compliance necessities 

ought to simply lower. For this reason, the reluctance of businesses to sign up and deal 

with states’ various provisions must fade away with GST. 

 GST need to remove time consuming border tax approaches and toll check posts. This can 

lessen logistics costs and encourage the supply of products across borders. 

 Comparatively, the float of input tax credits in the course of the supply chain should be 

seamless, concern as it is to the periodical compliance through the provider in filling of 

returns, payment of tax, and many others. 

 GST will permit flexibility within the switch of goods between states. The present 

cascading effect of VAT/Excise that’s calculated on non-covetable Excise & CST would be 

removed. As a consequence, MSMEs that takes the brunt of the Excise and CST burden on 

interstate income as a result of loss of infrastructure to open branches in specific states 

ought to gain from cost savings and advantage a much favored competitive part. 

 GST will assist carry transparency to the tax collection system, so evading taxes can be 

tougher. This will assist create a stage playing field for organized and unorganized sectors 

by means of curtailing the scope of various tax evasion practices. 

Good Services Tax cons for MSMEs 

 A decrease threshold limit seems to a chief subject for the SME & MSME sectors, 

particularly the manufacturers. The threshold limits for registration below GST are INR 20 

lakhs for states aside from North Eastern States, which encompass Sikkim, and INR 10 

lakhs for North Eastern States (such as Sikkim). However consider, the SME producers 

with a turnover up to Rs. 1.5 crore who declare an excise exemption are difficulty VAT/CST 

beneath the diverse country legal guidelines. 
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 As per section 8 model GST regulation of the proposed structure of the Composition 

Scheme under GST, covers best a slender base of taxpayers, and offerings suppliers, the 

interstate outward deliver of goods and opposite price liabilities are especially excluded. 

Moreover, the brink restrict for the composition scheme is INR 50 lakhs, that's based 

totally on combination turnover and includes all kinds of deliver, i.e., taxable, exempt 

supplies, exports, etc., in order to be calculated on a PAN India basis. 

 SME & MSMEs ought to adapt to a digital compliance device, registering and filing returns 

on line. This can to begin with purpose teething issues and decorate the compliance fee. 

 Interstate stock transfer or self-supplies will be subject to GST regime, will impact the 

working capital requirement, increase the interest cost and ultimately impact on pricing 

policies. 

 Aligning IT structures with new strategies could be another venture, alongside knowledge 

nitty-gritties of GST regulation. 

CONCLUSION 

Unarguably, GST rollout will open up a can of worms and the effect on SMEs throughout 

numerous industries will vary substantially. It’s far quite herbal for a pervasive, country-wide tax 

reform, as GST is, to have a blended opinion. Moreover, the revolutionary tax regime may have 

reputation with a view to range from kingdom to kingdom. The only nation, one tax principle 

underlying Goods and Services Tax (GST) roll out is predicted to benefit Micro, Small and Medium 

businesses (MSME) in long run. Presently, majority of MSME gamers are unregistered in order to 

avoid paying tax and meeting compliance requirement. if they reach threshold restrict underneath 

a tax law, it looks to cut up the firm. 
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