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Abstract 

Goods and Services tax (GST) was implemented in Indian economy from 1st July 2017 to replace 

the multiple indirect taxes and surcharges which were levied before 1st July 2017 with single 

customized tax structure and also with the objectives of eliminating the cascading effects of 

taxation through the input tax credit mechanism and levying the tax only on the value added. In 

the main objectives of GST’s implementation one broader objective of combating with tax 

evasion in indirect tax structure was also included. Tax evasion has become the major problem 

for the government of almost every country which is difficult to regulate. Tax evasion is the 

illegal attempt through which the taxpayers try to reduce their tax liability but in the tax 

avoidance taxpayers reduce their tax liability through the legal attempt. The tax evasion and tax 

avoidance both attempt reduce the tax compliance of the taxpayers and also the revenue of the 

government. In previous indirect tax regime the administration of tax compliance of taxpayers 

was costly and also not easy because of multiplicity of taxes that’s why GST was implemented to 

transform the Indian economy in “one nation and one tax and one market” but the taxpayers 

also creating the hurdles in achievement of less tax evasion indirect tax structure through 

exploiting the loopholes of the GST framework and making attempt to find the improved and 

innovative ways to evade their tax liability. This paper highlights the tax evasion strategies 

which the taxpayers are following after the GST’s implementation to reduce their tax liability in 

GST regime. This paper also cited the alleviating measures which the tax administration 

authorities can strategically and efficiently apply to combat with the tax evasion in GST.   
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1. Introduction 

Tax Evasion is an illegal attempt through which a taxpayer tries to reduce his tax liability and 

doesn’t comply properly with the rules and regulations of the tax structure. Tax evasion may be 

done through concealing of the income, no return filing, getting excess refund, showing bogus 

expenses or any other fraudulent activities. But the tax evasion is a different term from the tax 

avoidance. Tax avoidance is a legal attempt through which a taxpayer tries to reduce his tax 

liability by taking the full benefits of the all deductions, exemptions and loopholes of the tax 

structure and no any penalty imposed in case of tax avoidance but in case of tax evasion a 

taxpayer may be penalized for his illegal attempt of reducing tax liability. 

In Indian economy GST (Goods and Services Tax) was implemented from the 1st July 2017 as an 

indirect tax to levy on the supply of goods and services with a broad aim of preventing the tax 

evasion and reducing cascading effect of taxation in the indirect tax structure. In previous 

indirect tax regime a multiple taxes was imposed on the supply of goods and services viz. excise 

tax, sales tax, services tax, VAT (value added tax), entertainment tax, entry tax or octroi etc. and 

all the these taxes was inclusive in the prices of the goods and services and customers didn’t 

have full information about what amount of tax of excise duty, VAT, sales tax etc are imposing 

on the price of product and suppliers levy the taxes at their own wishes and evade the taxes. 

Therefore a new indirect tax i.e. GST was implemented on 1st July 2017 with a broad objective 

of preventing the tax evasion which subsumed all these taxes in unified umbrella and make the 

customers able to know about what amount of taxes actually they are paying on the purchase of 

goods and services.  

In previous tax regime a supplier was not able to get the refund of the paid tax previously in the 

value-chain on the purchase of input used in the supply of goods and services except in case of 

VAT paid, which created the double taxation (cascading effect of taxation) on the price of the 

product and further increase the cost of production and price of the product but in GST regime 

supplier will get the refund of previously paid tax in the value-chain on the purchase of input 

used in supply of goods and services. But in GST regime a purchaser will get the refund of tax 

paid on the purchase of input only, when the selling supplier shows the sale amount of input in 

his sale tax return and pay the tax on sale of input in proper time and purchasing supplier shows 

the purchasing amount of input in his purchasing return and for getting the refund of input tax 

paid, purchase amount of input in purchasing return of purchaser and sale amount of input in sale 

return of seller should be match. This system of getting refund eliminated the cascading effect of 

taxation and will also help in preventing the tax evasion in getting refund.  

2. Goods and Services Tax Framework 

Goods and services tax is a value-added tax which levy on the value added by the supplier, not 

on the selling price of the goods and services. The value-added is the difference between the 

selling price and purchase price, the value added by the suppliers indicates the contribution of a 
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particular supplier in value-chain and his profit margin also. GST has been introduced in more 

than 160 countries and France was the first to implement in 1954. In Indian economy GST was 

implemented from the 1st July 2017 and brought a revolution in Indian indirect taxation regime 

because the implementation of GST subsumed all those indirect taxes and surcharges under a 

customized umbrella which levy on the supply of the goods and services before the 1st July 2017 

viz. sales tax, services tax, VAT, excise duty, octroi, entertainment tax, luxury tax etc. The 

implementation of GST affected the every participant of the economy in more or less amount 

whether they are the ordinary people or the business sectors. In previous indirect taxation regime, 

supplier was unable to get the refund of the previous paid tax on input purchase in value-chain 

which created the double taxation or cascading effect of taxation and increased the cost of the 

productions and further increased the prices of the goods and services. But in GST regime a 

supplier will get the refund of the tax paid on the purchase of input used in supply of goods and 

services which eliminated the cascading effect of taxation and reduced the price of goods or 

services. GST is a multi- level indirect tax which levy from the manufacturing point to the point 

of final consumption and due to the involvement of input tax credit mechanism in the GST 

regime the final consumer will only bear the taxation burden which is levy at the final point of 

consumption. GST levy on the destination-principle, according to which GST will be levy at the 

place where the goods and services will consumed. According to the destination-principle, the 

import will be taxable and export will be exempt in GST regime. The GST regime based on the 

dual principle; according to which both central and state government have power to impose the 

GST on the supply of goods and services. In GST framework, the taxes which are levy on the 

supply of goods and services are as follows;  

 

Figure 1: Goods and Services Tax Framework 

GST (Goods and Services Tax) 

CGST( 
Central Goods 

& Services 
Tax) 

Levy by the 
central Govt. 
on intra-state 
transactions. 

SGST (State 
Goods & 

Services Tax) 

Levy by the 
state govt on 

intra-state 
transactions 

IGST 
(Integrated 
Goods & 

Services  Tax)  

Levy by the 
central govt. 
on inter-state 
transactions 

UGST (Union 
territory Goods 
& Services Tax) 

Levy by the central 
govt. on union 

territory 
transactions.   
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In Indian economy GST was implemented with the main objective of eliminating the cascading 

effects of taxation i.e. double taxation which inflated the prices of the goods and services and 

subsumed the multi- taxes in a broad customized structure. Due to the involvement of input tax 

credit mechanism and taxed only on the value added in GST regime the goods and services will 

be available at the reduced prices. Let’s take one example of how GST implementation affected 

the prices of goods and services 

 

 

 

Table1: Prices in previous indirect taxation regime and GST regime: 

A. Goods sold by the 

manufacturer to the 

wholesaler 

Prices in previous indirect 

tax regime 

Prices in GST regime 

   

Cost of Productions (a) 10,000 10,000 

+ Profit 10%  (b) 1,000 1,000 

Total Value (a+b=c) 11,000 11,000 

   

+ Excise duty 12% (d) 11000*12% = 1,320     ----- 

   

Value after including excise 
duty (e) 

12,320 11,000 

   

+ VAT 12% (f) 12320*12%= 1478.4    ------ 

   

GST : (g)   

 (1) CGST 12%     -------- 11,000*12%= 1320 

 (2) SGST 12%     --------- 11,000*12%= 1320 

Invoice value  e+f= 13798.4 e+g= 13640 

   

B.  Goods sold by the 

wholesaler to retailer 

  

   

cost of goods to the 
wholesaler (h) 

12,320 (because of input tax 
credit of VAT of Rs. 1478.4) 

11,000 (because of Input tax 
credit of CGST and SGST of 

RS 2640) 

+ Profit 10% (i) 1,232 1,100 

Total Value (h+i= j)  13,552 12,100 
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+ VAT 12% (k) 13,552* 12%= 1626.24   ------- 

GST: (l)   

(1) CGST 12%     ---------  12,100*12%= 1,452 

(2) SGST 12%     -------- 12,100* 12%=1,452 

Invoice value  j+k= 15,178.24 j+l= 15,004 

   

C. Goods sold by the retailer 

to the final consumer 

  

   

Cost of goods to  the retailer 
(m) 

13,552 (because of input tax 
credit of VAT of 1626.24) 

12,100 ( because of input tax 
credit of CGST and SGST 
2904) 

+ Profit 10% (n) 1355.2 1,210 

Total value (m+n=o) 14907.2 13,310 

VAT 12% (p)  14,907.2*12%= 1788.86  ------ 

GST: (q)   

(1) CGST 12% ------- 1597.2 

(2) SGST 12% -------- 1597.2 

Price to final consumer o+p= 16,696.06 o+q= 16504.4 

 

From this table1 and Figure 2, it is clear that how the prices will reduce in GST regime due to the 

involvement of input tax credit mechanism. 

Price reduced= Prices in Previous indirect tax regime- Prices in GST regime 

                     = 16,696.06- 16504.4 

                     = Rs. 191.66  

 

                                               

                                                    Cost of Goods to wholesaler in Previous tax regime= 12,320     

                                                           Total Input tax credit in Previous tax regime= 1478.4 

                                                                      Cost of Goods to wholesaler in GST regime= 11,000 

                                                                                   Total Input tax credit in GST regime= 2640 

 

Cost of goods to Retailer in previous tax regime= 13,552 

Input tax credit in previous tax regime= 1626.24  

Manufacturer 

     Wholesaler 
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Cost of goods to retailer in GST regime= 12100 

Input tax credit in GST regime= 2904 

 

 

                                                                   Price to final consumer in previous regime= 16,696.06 

                                                                      Price to final consumer in GST regime= 16,504.4 

                                                                                        Price reduced in GST regime= 191.66 

 

 

 

 

 

Figure 2: Cost & Prices Reduced in GST Regime 

 

3. Review of Literature: 

K. O. Baer (2013): investigated about the various VAT noncompliance issues which the U.S. 

tax authorities may face if the federal VAT was adopted, on the basis of the experiences faced by 

the four countries Australia, Canada, New Zealand and United Kingdom after the VAT or GST 

implemented in these countries. The author highlighted in the present study, the number of VAT 

noncompliance issues and the strategies followed by taxation authorities in these four countries 

to combat with VAT noncompliance issues. 

P. S. Spiro (1993): analyzed the growth in underground economy in Canada since the 

introduction of GST in 1991. The author clearly described in the study that GST introduction 

increased the incentives and opportunities of tax evasion and one of the most basic tactics use for 

tax evasion is the underreporting of the sale. The author reported in the study that suppliers are 

paying incentives to their customers for paying in cash rather than the use of cheques or credit 

cards so that they can easily underreport the sale and prevent the tax audit. The study mentioned 

the important fact that evasion of GST is significant problem mostly at the small or retail level 

because of difficult and costly auditing of evasion of underreporting of sale merely by 5 to 10% 

but the cumulated amount of small evasion across the economy may be a huge loss of tax 

      Retailer 

   Final consumer 
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revenue. The implication of study clearly depicted that the GST is not inherently a bad tax but 

the government should ensure the effective administration of GST which demand the 

considerable efforts to increase the auditing and other measures to increase the tax compliance.  

A. D. Gupta & I. N. Gang (1996): examine the effectiveness of cross-matching of purchase and 

sale invoices in addition of auditing under VAT on the tax evasion and discover that the 

matching of sale invoices with the purchase invoices make difficult for the intermediate goods 

selling firm to underreport the sale and affected the opportunity of tax evasion when the 

purchasing firms have an incentive to declare the purchase amount for the purpose of claiming 

rebate of previously tax paid. The concluding results of the study described that when the 

administration authorities are inefficient in doing auditing work then the cross matching would 

lead to better self-enforcement and affected the opportunities of tax evasion. The cross matching 

of transactions would lead to zero evasion under VAT, affected the compliance behaviour of the 

firm, affected the book-keeping and production efficiency via input prices and also effected the 

output decisions. 

R. T. Ainsworth (2010): mentioned in study of “VAT fraud- technological solution” that every 

VAT/GST allow the missing trader fraud in which a business makes purchase without paying 

VAT/GST and collects the VAT/GST on further sale and then disappears without remitting tax. 

The missing trader fraud is common in high value and low volume goods sold across border. The 

author is present study also provided the technological solutions to prevent the missing trader 

fraud i.e.  

 Real time VAT which focus on securing the tax through mandating the use of debit 

cards and wire transfer of tax amount in real time directly to tax authorities when 

payment made, instead of collecting the VAT by the seller. 

 VAT Locator Number System focus on securely tracing  the supply and denial of 

buyer’s input tax credit if seller pays VAT on an invoice with invalid VLN  

 Digital VAT which certifies that correct tax is charged, collected and remitted through 

digital tax software.            

D. E. A. Giles (1999) measured the size of hidden economy from 1968 to 1994 in New Zealand 

which varies from 6.8% to 11.3% of measured GDP and also the tax gap is of 6.4% to 10.2% of 

total tax liability through the estimation of latent variable time series index model of hidden 

economy and separate currency demand model. The author stated as concluding remarks of study 

that if the cause of growth in hidden economy is the increase over time in tax burden then an 

increase in tax rates may reduce the tax revenue because the inflation rate will increase from 

increasing the tax burden which may alter the income distribution and may induce the taxpayers 

to disrespect for the laws.   

M. Keen & S. Smith (2007): mentioned in study of “VAT Frauds and Evasion: what do we 

know, and what can be done” that VAT is also vulnerable to evasion like the other taxes and also 
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provide the unique opportunities for evasion. The present study described the main forms of 

VAT frauds or evasion through underreporting of sale, failure to register to prevent the VAT 

rules and regulations, misclassification of commodities on which different rates are applied, tax 

collected on sale but not remitting to government through disappearing, buying the imported 

goods on which tax is not levied and then resell in home market, false claims of refund especially 

by new start-up where cross matching of purchases to sales invoices are rarely done, items 

bought for private consumptions are shown as business inputs and claim refund on that type of 

bogus expenses, creating the bogus trading companies to issue the invoices which are not really 

in existence to claim the false refund, exploiting the benefits of exemption, registration threshold 

or the schemes announced for small traders  

4. Objective of Study: 

 To study the tax evasion strategies followed by taxpayers in Indian economy to reduce 

their tax liability under GST regime. 

 To study the tax evasion alleviating measures which may be efficiently applied by 

taxation authorities to combat with tax evasion or frauds under GST regime. 

5. Research Methodology: 

The present study is qualitative in nature which described the tax evasion strategies being 

followed by taxpayers and tax evasion alleviating measures under GST to combat tax evasion 

which may follow, on the basis of literature available in journal, newspapers, working papers and 

other secondary sources regarding the evasion under VAT/GST.   

6. Tax Evasion Strategies Followed By Taxpayers under GST Regime: 

In Indian economy GST was implemented with the broad objectives of levy the tax only on value 

added, eliminating the cascading effects of taxation and also with the main objective of 

elimination of tax evasion in indirect tax structure. In previous indirect tax structure the multiple 

taxes was imposed on the supply of goods and services and it was difficult and costly to properly 

administer the tax compliance of the taxpayers and a taxpayer could easily evade the tax because 

of multiple taxes and inefficiency in administration of indirect tax compliance Therefore a new 

indirect tax structure named Goods and services tax was designed to make easy the tax 

compliance for the taxpayers, bring the efficiency in administration of indirect tax compliance of 

taxpayers and also eliminate the tax evasion in indirect tax structure.  

          But the taxpayers also trying to find the ways for evading the tax in GST regime and 

exploit the loopholes of the GST framework for reducing their tax liability. According to GST 

investigation report 2017, more than Rs 2000 crores tax evasion found in just 1-2 months after 

the GST implementation and only 1% of over 1.11 crore registered businesses pay 80% of taxes. 

According to Report of Revenue Department, more than the Rs 2700 crore tax evasion was 
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found between the time periods of July 2017 to July 2018. According to D. G. Intelligence 

report, more than the Rs 1560 crore of tax evasion and 320 cases were found between the time 

period of July 2017 to July 2018.  

         In GST regime taxpayers are adopting the various strategies to reduce their tax liability and 

evading the tax, these are described below: 

 Getting separate registration: Taxpayers working as a single firm but showing the firm 

as the two or more legal entity so that the turnover could be less than the registration 

threshold of Rs 20 lakhs and not required to pay tax. For eg; a taxpayer doing a business 

and  the annual turnover is 38 lakhs which is greater than the registration threshold and 

taxpayer requires to get registered as a taxable business and also require to pay the 

collected tax on supply but instead of getting registered the business as a single firm the 

taxpayer may register the business at the name of two or more person, may be at the 

name of his spouse, relatives or other person and showing the single firm as the two or 

more different firms for the purpose of showing the turnover of the firms below the 

registration threshold limit of Rs 20 lakhs and escaping from the requirements of tax 

compliance under GST registration.  

 

 Making the partial bills: Taxpayers are making the partial bills on the single supplied 

item by showing the two separate supplied items so that the sale price on a particular bill 

may be less than the limit at which lower tax rates are applicable for the purpose of 

reducing their tax liability. For eg; tax rate of 5% applicable on the cloth costing below 

than the Rs 1000 and 12% applicable on the cloth costing more than the Rs 1000 and 

instead of making a single bill for shirt and pent of costing more than the Rs 1000 on 

which 12% tax rate is applicable, taxpayers are making two separate bill i.e. one for shirt 

and one for pant and these two separate bills showing sale price less than Rs 1000 on 

which 5% tax rate is applicable and evading their tax liability. 

 

 Avoiding the selling of goods under the branded trade mark: Taxpayers are escaping 

from the paying tax through selling the goods as unbranded goods and avoiding the 

selling of goods under a branded trademark because the tax rate on the branded goods is 

5% and on unbranded goods is 0%. Taxpayers are evading their tax liability through 

exploiting the loopholes of different tax rates under GST regime.   

 

 Under reporting of sales: Taxpayers are concealing their income through under 

reporting of sale so that either the taxable amount may be reduce or the annual turnover 

may be less than the registration threshold limit of Rs 20 lakhs. This type of tax evasions 

are mostly done at the retail level because at the initial level of value-chain the under-

reporting of sale is difficult due to the claim of input tax credit by the purchaser under the 

input tax credit mechanism. But at the retail level, under-reporting of sale can be easily 
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done because final consumers don’t claim any input tax credit from the government and 

retailers are generally avoid to issue the sale invoice for concealing their exact sale 

amount.  

 

 Issuing the fictitious bills: Some taxpayers are generating the fake and fictitious bills for 

the items which are not supplied at all and claiming the input tax credit on the purchase 

of input. This type of tax evasion is generally possible only when the tax administrators 

are not efficient or for achieving the neutrality and efficiency in indirect tax structure the 

tax administrator promptly issue the GST refund. 

 

 Splitting of E-way bills: E-way bills are generated when the goods costing more than the 

Rs 50,000 are supplied in conveyance between the two or more states to detect the sale of 

supplier and goods entered in one state costing more than the Rs 50000. But the supplier 

are making an attempt to evade the tax and concealing the sale amount by supplying the 

goods costing more than Rs 50000 in two or more different slots on different days so that 

supply value may be less than Rs 50000 and not required to generate the E-way bill. 

 

 Reporting the personal expenses as the business expenses: Some taxpayers are making 

the claim of personal expenses or the bogus expenses as the business expenses and 

getting the excess input tax credit on these bogus expenses. This type of tax evasion is 

also possible when the tax administrators promptly issue the GST refunds to achieve the 

neutrality and efficiency in tax structure. 

 

 Advertently making the error in GST liability calculation: After the GST 

implementation, all the accounting and taxation system has changed and in taxpayers, 

there is lack of knowledge about which tax rate will be applicable, which item is taxable 

or which is exempt, how to calculate the GST liability, how much amount of input tax 

credit to be claimed and on which item input tax credit is available. Some taxpayers are 

inadvertently doing mistakes in calculation of GST liability but some taxpayers are 

advertently making errors in calculation of GST liability and claiming the excess input 

tax credit and evading their tax liability and in case of detection of tax evasion the 

taxpayers are showing that the mistakes are committed inadvertently.      

 

 No adequate record-keeping: Some taxpayers don’t maintain the proper accounting 

records of their business transactions especially when the business done at the smaller 

level, lack of knowledge of accounting record maintenance or because of the costly 

affairs of record maintenance and hiring of accounting professionals. Due to the non-

maintenance of accounting records, taxpayers advertently make delay or commit errors in 

return filing or make the electronically manipulations in their accounting records so that 

no any proof can be find out and they can easily evade their tax liability. 
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  Missing traders frauds: These types of frauds are common in others countries like New 

Zealand, Australia etc. in which taxpayers purchase the tax-free or tax exempted goods 

and collect the GST on the sale of goods and services and after a time period they close 

down their business operations and underground with collected amount of GST. This 

type of fraud is one-time fraud. Sometime taxpayers get registered themselves only for 

the purpose of making a claim of big amount of input tax credit for the goods which are 

not delivered at all and after getting the input tax credit with the help of fraudulent 

documents and invoices they underground with the amount of input tax credit. 

 

 Selling goods as under the previous tax regime: In Indian economy GST has been 

implemented since the 1st July 2017 in which the period of more than one year has been 

expired but till now mostly goods are supplied on which suppliers are not providing the 

proper details of CGST, SGST etc. The prices of goods in which inclusive of all taxes are 

showing as under the previous indirect tax structure and suppliers are not transferring the 

proper benefits of reduced prices after the GST implementation to the customers and 

customers have no full information about the how much they exactly paying as tax on the 

purchase of items . Suppliers are issuing the backdated invoices before the 1 st July 2017 

and collecting the more taxes from the customers and evading the tax amounts.       

 

These were the tax evasion strategies through which the taxpayers attempting to evade their tax 

liability under the GST regime and creating hurdles in aim of elimination of tax evasion in GST.  

7. Measures to Alleviate the Tax Evasion under GST Regime: 

To combat the tax evasion in GST regime and to promote the voluntary GST compliance by the 

taxpayers, the tax administrators may follow the various alleviating measures which are 

described below: 

 Promote the GST education in taxpayers: The tax administrators should organize the 

educational and communication programs regarding the GST framework and its benefits, 

benefits of voluntary compliance by taxpayers, how the GST liability is calculated, what 

tax rates are apply on a particular goods and services, time-period of return filing, penalty 

in case of tax evasion etc. so that the taxpayers are motivate to voluntary comply with 

GST and chances to evade the tax may reduce and taxpayers have no option to 

advertently evade the tax. 

 

 Educate the customers about demanding of invoices: Tax administrators should 

educate the customers about the benefits of demanding the invoices from the seller at the 

time of purchase. Customers should be fully aware about the fact that if they don’t 

demand the invoice from the seller to save the tax then the seller may exploit them 
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through charging the price at their own wish and if customers don’t demand the invoices 

then seller may evade the tax through concealing of the whole sale amount because seller 

don’t record the sale in the books of accounts for which the invoices had not issued and 

sellers may easily evade the tax on the sale for which no formal documents or invoices 

had issued. 

 

 Designing of online-portal: Government should do the efforts in designing of such type 

of online integrated computerized portal in which if customers demand the invoices for 

the sale then the seller issue the invoice through a electronic portal which should be 

directly linked to the tax administration official portal, so that the tax administrators may 

get the information about the exact sale and the taxpayers have no any chance to evade 

the tax or conceal the sale amount. 

 

 Remove the different limits of price on which different tax rates apply: Government 

should design the same tax rates slab on a particular goods and services and remove the 

different price limit on which different tax rates are applied in case of one particular item 

so that taxpayers may not exploit the loopholes of the GST framework. 

 

 High penalty in case of tax evasion: If any taxpayer don’t file the tax return on proper 

time, make any error advertently, conceal the income or evade the tax through any other 

means then tax administrators should charge heavy penalty and got recognized these type 

of taxpayers in industry and cease their business operations. 

 

 Make industrial relation with third party: Government should make the cordial 

industrial relation with the third party such as industry representatives, tax practitioners 

or tax agents etc. to increase the use of external information for the purpose of identifying 

the targeted evading taxpayers population or to develop the better understanding of 

change in behavior of taxpayers after the implementation of GST. 

 

 Develop the use of cash-less transactions: Most of the economists believe that the 

chances of tax evasion are higher in those economies where the use of cash transactions 

is mostly prevalent. In cash economy, taxpayers may easily do the business transactions 

in hidden way to save the tax or evade their tax liability. Therefore government should 

increase the use of cashless or electronic payment transactions in the economy. To 

increase the use of cashless transactions in the economy government should reduce the 

supply of money in economy, organize the educational program to increase the awareness 

and digital knowledge in people and provide the full security in use of digital 

transactions. If the use of cashless transactions increased in the economy then the details 

of online business transactions can be easily available through the online payment portal 

and taxpayers will not have any option to evade tax and they have to provide the details 
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of their business transactions in their tax returns and because of this, chances of tax 

evasion will be reduced. The Indian government took initiative to increase the use of 

cashless transactions in economy on 8 November 2016 through the move of 

demonetization of Indian currency of denomination of Rs 500 and Rs 1000 notes which 

was approximately 86% of total currency but the aim of transforming the Indian economy 

in cashless economy could not fully achieved because the 96% of demonetized currency 

came back in economy in form of cash currency after the one year of demonetization 

move and customers mostly use the cash currency because of convenience in payment, 

insecurity in digital transactions or to save the tax on the purchase. Due to the use of cash 

currency in most of the transactions, suppliers are exploit the customers and don’t record 

the exact amount of sale to conceal the income and evade their tax liability.   

 

 Use of systematic process for GST registration: Tax administrators should use the 

systematic and specialized process and internal as well as the external data to identify 

those businesses that should be registered but are not registered or properly check those 

businesses on which separate registration are taken to show the annual turnover below the 

registration threshold limit.  

 

 Simplifying the taxation rules and compliance burden on taxpayers: Generally 

taxpayers evade their tax liability when the compliance burden is higher or if the 

taxpayers believe that government is not fully utilizing the tax amount for the benefits of 

the people or any perception prevails regarding the fact that government is exploiting the 

taxpayers and putting the unnecessary burden on their business then the chances of tax 

evasion will be higher. Therefore tax administrators should design the simple GST 

framework and simplifying its rules and regulations to easily and efficiently administer 

the tax compliance of taxpayers in GST and reduce the compliance burden on the 

taxpayers and provide the incentives to motivate the taxpayers to voluntary comply with 

GST.   

 

 Sufficient training the taxation staff to administer the tax compliance: Government 

should provide the proper training to the taxation staff to properly understand the GST 

framework, its legislation and also the loopholes of GST framework which can be 

exploited by the taxpayers to evade their tax liability so that they can efficiently 

administer the tax compliance of the taxpayers in GST regime and also targeting the tax 

evaders and judge the change in compliance behavior of taxpayers after the GST 

implementation.    

 

 Randomly audit the tax compliance of taxpayers: Tax administrators should randomly 

audit the compliance level of taxpayers especially SMEs where the chances of tax 

evasion are higher to identifying the evading taxpayers and their compliance rates and 

Pramana Research Journal

Volume 8, Issue 9, 2018

ISSN NO: 2249-2976

https://pramanaresearch.org/89



identifying the gap between the GST estimated revenue and actual revenue but the tax 

administrators should properly analyze the cost-benefit ratio of costs involved in auditing 

and benefits which can be availed through the auditing program. 

 

 Comparison of GST revenue and GDP consumption growth rate: Tax administrators 

should compare the actual GST revenue realized and the growth in GDP consumption 

rate subject to GST. If both the figures are correlated and approximately equal then there 

is no any noncompliance or tax evasion by the taxpayers but if there is a big gap between 

the both figures then there is a chance of tax evasion and tax administrators should do 

efforts to recognize the roots of gap in GST revenue. To identifying the GST gap in 

revenue and targeted evading taxpayers, tax administrators should use the internal as well 

as external data and make the cordial relation with the third party of industry. 

 

 Use of GST filing and GST payment index: The tax administrators should use the GST 

filing and GST payment index over the year to identify the gap in GST compliance. The 

GST filing index is the ratio of late filing return to the total tax return filing which helps 

in identifying the tax noncompliance of return filing. The GST payment index is the ratio 

of non-payment of GST to the total of GST payment which helps in identifying the GST 

payment noncompliance.    

 

These were the some alleviating measures which can be efficiently and strategically app lied by 

the tax administrators to combat with the tax evasion by the taxpayers under the GST regime. 

 

8. Conclusion: 

This paper examine the number of tax evasion strategies which are being used by the taxpayers 

to evade their tax liability under the GST regime after the implementation of GST in Indian 

economy and also briefly described the alleviating measures which the tax administration 

authorities can efficiently and strategically apply to combat the tax evasion under GST and to 

tackle the number of noncompliance issues. In Indian economy GST was implemented with the 

objectives of replacing the multiple indirect tax structure with the customized single tax 

structure, eliminating the cascading effect of taxation and the tax borne by the only final 

consumer through input tax credit mechanism and levying the tax only on the value added. In the 

objectives of implementation of GST, a broader aim of elimination of tax evasion was included 

which could not achieved in previous indirect tax regime because of difficulties and inefficiency 

in the administration due to the multiplicity of taxes. But the tax evaders are creating the hurdles 

in achievement of objective of tax-evasion- less structure through exploiting the loopholes of the 

GST framework. This paper cited that taxpayers are mostly evading the tax under GST through 

understatement of sale, not registering through showing of annual turnover below than the 
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registration threshold limit, claiming the excess input tax credit through issuing the fictitious 

bills, claiming the input tax credit on personal expenses by showing these expenses as the 

business expenses and not issuing the invoices to the customers for the sale, escaping from the 

proper maintenance of proper records and also through exploiting the loopholes of the GST 

framework. This paper also highlights the some alleviating measure to combat the GST evasion 

and other noncompliance issues and to motivate the taxpayers to voluntarily comply with the 

GST framework. Under the alleviating measures, main measure to combat the GST evasion that 

tax administrators should properly and carefully check the details of business furnished by the 

taxpayers before the registration and decide that whether the business require registration under 

GST regime or not and if required then carefully check whether the business is registered or not 

and the other measure to combat the GST evasion that government should organize the 

educational program to increase the GST knowledge in taxpayers and also other important 

measure that Government should do efforts to increase the use of cashless transactions in the 

economy and transform the hidden cash economy in the open cashless economy.  

       There are number of tax evasion strategies which may be followed by the taxpayers to evade 

the tax liability under the GST regime and also the tax evasion alleviating measures to combat 

with the tax evasion under GST are not addressed by this paper which remains as a topic for 

further research.  
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