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INVESTMENT PATTERN OF INVESTORS
IN CHENNAI- AN EMPIRICAL STUDY
Dr. R. MAYAKKANNAN
Assistant Professor of Commerce,
Sri Sanakara Arts and Science College,
Kanchipuram
I.

INTRODUCTION

The Individual investors can provide funds

function of the capital market.

For the constant

to the Industry either by participating in its equity or

growth of economy in any country, well-functioning

by subscribing to its debt instruments. This

of security market is needed; the security market

participation may be either direct, or indirect, through

provides a bridge between critical savers and ultimate

mutual

their

investors, the chance to position the investments of

participation is absolutely necessary for the Industry.

the careful at the disposal of the original, thus

If the savings of the individuals are not trapped in a

hopeful to raise the total level of investment and

proper manner, then it may find its way into

growth. It allocates scarce savings to the enterprises

unproductive channels such as investment in Gold or

and forces them to focus on their performance, which

it may lead to unscrupulous rise in the consumption

is continuously evaluated through share prices in the

pattern, both of which are not good for the economy.

market. It thus converts a given stock of invested

Hence there is a right need to tap the savings of the

funds to a large flow of goods and services.

Individuals for productive investment. The growth of

Statement of the Problem

funds.

securities

Whatever

market

changes

be

the

the

form,

quantum

and

The stock marketplace is one of the vital and

composition of savings and asset of the households.

dynamic sectors in the financial system making an

The availability of yield-bearing securities induces

important contribution to the economic development

people to consume less and invest more in high

of a country.

elastic, divisible, liquid securities. A strong domestic

capital market and they are not comparable.

stock market show forms the basis for the well

Institutional

performing domestic corporate to raise capital in the

understanding the intricacies involved in the stock

international markets.

market activities but the retail investors lack adequate

Background of the study

awareness about it. As the bulk of the savings of the

Investors are the backbone of the

investors

are

accomplished

of

The capital market is used as the main tool

country generally emanate from the households, and

to activate funds for the economic growth of the

the retail investor is still the major source of risk

country. The renovation of saving for the household,

capital to upcoming enterprises, to undertake new

investing on institutions, formation of financial assets

industrial activities, the capital market cannot grow

and growth of asset-related products are the essential

without their participation, directly or indirectly.
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Scope of the Study
The

Sample Size

present

study

has

collected

the

The

research

adopted

simple

random

investment pattern among survey to retail investment

sampling method. The respondents chosen from an

in equity shares. This study opens beautiful vistas

age group ranging from more than 20 years to 65

over investor’s preference and awareness of various

years in Chennai city including different strata of

major objectives. This also paves the way to study

investors like student, Investment & Fund Managers,

the pre and post investment approval in an intensified

Retired salaried class, businessmen, Stock Brokers,

manner. It also focuses exact problems related with

and Investment Advisors. Initially 250 questionnaires

equity investment of retail equity investors in

were distributed to the investors spread over in

Chennai city

Chennai city. But only 215 respondents returned the
II.

OBJECTIVES

To study the investment pattern of investors

filled up questionnaires out of 250. In which 200 of
them are found usable. Hence, the accurate sample of

in Chennai.

the study is 200.

1.

Research Hypotheses

To examine the sources of information consider
and investment selection of retail investors.

2.



To classify the various investment preferences
and investors awareness on risk and return.

Research Methodology
This study is the retail individual investor’s

There is no significant difference between
level of risk and returns of investors.



There is no significant difference between
investment objectives and approval.

Limitations of the Study

behavior on equity shares both analytical and

The study is limited to Chennai city only.

descriptive in nature. It depends upon both primary

Therefore the conclusion may not be comprehensive

and secondary data.

for the other parts of the city. The study is

Sampling method

appropriate to the retail equity investors only.

This study was used by the simple random

Institutional

investors

remain

excluded.

The

sampling method. This sampling research on the

limitations associated with the statistical tools are

relationship between individual investor’s behavior

related for the tools in work in this study. Period of

and pattern of investment variables, in the present

the study commenced from December 2017 to

study were selected mainly on the basic of various

January 2018

factors that significantly influences in the equity

Analysis of the study

investors evaluation of equity share investments and

It provides in order to the character of a

make a judgment of the post investment satisfaction

particular group of individuals. In this research the

of various classes of investors and investors’

researcher

confidence as a whole. The study is based on various

demographic

socio–economic and investment profile factors.

investment features, income, diversifications of the
portfolio,

Mayas Publication IFS- 1.14 |SJIF-2016-3.343|SJIF -2017- 4.253|ISI-0.67
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characteristics,

time
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for

by

their

investments

size,

investing

activity,
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leveraging in investment and experience in stock

annual income and diversification is tested. The table

market. The percentages were found and the analysis

below shows the annual income of the respondents

was done as under

and the degree of diversification.

Association

between

Gender

and

Chi-Square Tests

Various

Value

Behavioral Issues
Group instincts are a psychological bias in
investing. Instead of relying on any analysis or basic
information people tend to herd together i.e. just
follow other investors or market sentiments. This
often results in irrational ups and downs in the market
not supported by any technical or fundamental
valuation. This may be due to over reaction to any
market information. The behavior of the investors is

significant relationship between income levels of the
respondents and the extent of diversification.
Diversification of Portfolio Vs Occupation
The occupations of the respondents are

diversification of the respondents with respect to

Chi-Square Tests
Value

df
a

various categories of occupation

Asymp Sig
(2sided)
.002

Chi-Square Test

Pearson
12.969
2
Chi- Square
The results of the chi square tests revealed
above prove that there is no significant relationship
between herding and the gender.
between

Demographic

the

Value

df

3.739a
3.597
1.252

6
6
1

Asymp. Sig.
(2-sided)
.712
.731
.263

Source: Primary Data

Borrow and Invest In Stock Market Vs Annual

The different characteristic features in the
of

Pearson Chi-Square
Likelihood Ratio
Linear-by-Linear
Association

Factors

Investment Characteristics

investments

considered for evaluating its association with the
extent of diversification. The table below shows the

V-38 is provided for the purpose of analysis.

Association

Asymp. Sig.
(2-sided)
.325

Pearson Chi6.952a
6
Square
Likelihood Ratio
6.855
6
.334
Linear-by-Linear
.185
1
.667
Association
The chi square test revealed that there is a

analyzed based on the responses from the Rating
scale used for the respondents. The following table

df

respondents

namely

Income
As the income increases the risk taking

are

ability also increases. Hence the association between

separately associated with demographic factors

annual income and leveraging is analyzed with the

namely

help of the following table.

diversification,

age,

and

annual

leverage

in

income,

investing

occupation

and

qualification to explore any significant relationships

Chi-Square Tests
Value

between them. The following tables provide the
results for the same.
Diversification Vs Annual Income
Annual Income determines many important
factors in investing. Hence the relationship between

df

Asymp. Sig.
(2-sided)
.006

Pearson Chi12.314a
3
Square
The results of the chi square test above
(P>0.05) indicates there is no significant relationship

Mayas Publication IFS- 1.14 |SJIF-2016-3.343|SJIF -2017- 4.253|ISI-0.67
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between the annual income and leverage in

the investors are working in self employed concerns

investment.

or running their own business, that is 26.7% and 25.5

Borrow

and

Invest

In

Stock

Market

Vs

% of investors are employed in their agriculture
concerns. The Government employees are not

Occupation
The relationship between occupation of the

passionate more in equity shares. It is found that

respondents and leveraging is found in this analysis.

12.3 % investors belong to the income groups of Rs.

The table below shows the extent of leveraging by

1 - 2 lakhs and 29.3 % investors have the income less

respondents belonging to different occupations.

then Rs. 1 lakh, 16.8 % are in the income of groups
of Rs. 2 - 3 lakhs. The number of dependents and

Chi-Square Tests

Pearson ChiSquare
Likelihood Ratio
Linear-by-Linear
Association

Value

df

9.729a

3

Asymp. Sig.
(2-sided)
.021

9.832
9.435

3
1

.020
.002

investment are inversely comparative to each other.
When the number of dependents is more in the
family, they do not have ample money for investment
in this present economic situation.
III.

Source: Primary data

The investors of to-day are more quickly

The results of the above test reveal a
significant relationship between the occupation and
the leveraging in investment.

The microscopic cross examinations of the
primary and secondary data reveal the following
results. Primary and secondary data are explored
completely to ascertain the important factors of the
study, to identify the reasons of investors for
investing in retail investment, impact of investment
relationship

between

informed than their predecessors of yesterday. So
they are better informed and better treated. They want
to be make safe when they aspire to become rich,

Summary of Findings Suggestion and Conclusion

decision,

CONCLUSION

financial

sector

reforms and equity retail investment. The changes in
the attitude of investors were noticed after the latest
developments in capital market in 1991.
To study the investment pattern of retail equity
investors in Chennai
A maximum percentage of 32.5% of investors
are in the age group of 25- 35 followed by the

wanted to save while they are tempted to spend, want
to feel the joy of satisfaction and avoid the pain of
regret. However every agency in the capital market
should plan their strategies for profit to investors on a
long term basis. The impending investor must be
properly educated and guided in a manner that more
idle resources or invested in other avenues will be
unfocused to capital market. Conclusively the
quantum of retail investment increased quickly as
well as extremely, liberalization continues to blow
retail market investment by adapting itself to new
procedures practices and patterns with the entry of
various players in the market; it is suspended to
achieve unmatched levels of growth in the near
future.

investors in the age group 35 to 45 which are 30.5%.
Male investors are more passionate than females in
equity shares investment. It is identified that most of
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GST- A KEY TAX REFORM IN INDIAN
ECONOMY
Dr. V VIJAY DURGA PRASAD
Professor of Management Studies
Head of the Department
PSCMR College of Engineering and Technology
Kothapet, Vijayawada- 520 001
Abstract
GST is one of the most crucial tax reforms in

via single tax rate. GST was first introduced by

India which has been long pending. It was supposed

France in 1954 and now it is followed by 140

to be implemented from April 2010, but due to

countries. Most of the countries followed unified

political issues and conflicting interests of various

GST while some countries like Brazil, Canada follow

stakeholders it is still pending. It is a comprehensive

a dual GST system where tax is imposed by central

tax system that will subsume all indirect taxes of

and state both. In India also dual system of GST is

states and central governments and unified economy

proposed including CGST and SGST.

into a seamless national market. It is expected to iron

Concept of GST

out wrinkles of existing indirect tax system and play a

GST is an indirect tax which will subsume

vital role in growth of India. This paper presents an

almost all the indirect taxes of central government

overview of GST concept, explains its features along

and states governments into a unified tax . As the

with its timeline of implementation in India. The

name suggests it will be levied on both goods and

paper is more focused on advantages of GST and

services at all the stages of value addition. It has dual

challenges faced by India in execution.

model including central goods and service tax

Keywords: Tax, Indirect tax, Goods and Service Tax

(CGST) and states goods and service tax (SGST).

(GST), India.

CGST will subsume central indirect taxes like central
I. INTRODUCTION

excise duty, central sales tax, service tax, special

The proposed GST is likely to change the

additional duty on customs, counter veiling duties

whole scenario of current indirect tax system. It is

whereas indirect taxes of state governments like state

considered as biggest tax reform since 1947.

vat, purchase tax, luxury tax, octroi, tax on lottery

Currently, in India complicated indirect tax system is

and gambling will be replaced by SGST. Integrated

followed with imbrications of taxes imposed by

goods and service tax (IGST) also called interstate

union and states separately. GST will unify all the

goods and service tax is also a component of GST. It

indirect taxes under an umbrella and will create a

is not an additional tax but it is a system to examine

smooth national market. Experts say that GST will

the interstate transactions of goods and services and

help the economy to grow in more efficient manner

to further assure that the tax should be received by

by improving the tax collection as it will disrupt all

the importer state as GST is a destination based tax.

the tax barriers between states and integrate country

Mayas Publication IFS- 1.14 |SJIF-2016-3.343|SJIF -2017- 4.253|ISI-0.67

Page 5

Emperor International Journal of Finance and Management Research ISSN: 2395-5929

Timeline of GST in India
In 2000, an empowered committee was set

It also recommended that GST Council should take

up by NDA government under the chairmanship of

decision by voting rather than consensus. The

Asim Das Gupta to design GST model. With UPA in

representation in the GST Council should be 1/3 from

power union finance minister, Mr. P. Chidambaram,

central and rest 2/3 from states. The decision in the

proclaimed the implementation of GST

from

council should be passed with more than ¾ vote

April2010 in budget of 2007and set up an

representatives present. The quorum of council is

empowered committee of state Finance ministers to

raised from proposed 1/3 to half by standing

work with center. Therefore, on 10 May 2007 Joint

committee.

Working Group was set up by empowered committee

Ambit of GST

of state finance ministers which submitted the report



It is applied to all taxable goods and services

in Nov 2007.First detailed discussion paper on

except the exempted goods and services and on

structure of GST was introduced by empowered

transactions below the threshold limit.

committee in Nov 2009 with the objective of



Exempted goods and services include alcohol for

generating a debate and getting the inputs from all

human consumption, electricity, custom duty,

stakeholders. It suggested a dual GST Module along

real estate.[Proposed article 366(12A)]

with a GST council and finally in March 2011,



Petroleum products [crude oil, HSD(high speed

constitution 115th amendment bill was introduced to

diesel),motor

spirit(

draw up laws for implementing GST. It includes the

ATF(aviation

turbine

followings:

exempted from GST till the GST Council



Setting up of GST COUNCIL by the president
within 60 days of passage of bill. The

council

and

initially



Tobacco products are included in GST along
with central excise tax.



The power of making law on taxation of goods

rates, exemption limits etc.

and services lies with both union and state

Setting up of a GST Dispute Settlement

legislative assemblies. A law made by union on

Authority having three members to resolve

GST will not overrule a state GST law.(proposed

dispute arising among states and take action

article 246A)


against states.


are

gas,

Imposition and Collection of GST

finance ministers of states. It will work on GST


fuel)]

natural

announces date of their inclusion.

will chaired by union finance minister and its
members includes MoS for revenue

petrol),

GST

Amendment

parliamentary

Bill

was

committee

on

referred
finance

GST has two components CGST and SGST as

to

discussed above. CGST will be collected by

for

central government whereas states governments

evaluation.
In Aug 2013 the standing committee

will collect SGST.


IGST

is levied on supplies in the course

submitted the report and recommended that proposed

of interstate trade including imports which is

Dispute Settlement Authority should be removed and

collected by central government exclusively and

its mechanism should be given to GST Council itself.

distributed to imported states as GST is
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destination

based

tax.

The

proportion

of

distribution between center and states is decided

For maximum of 5 years union will
compensate states for the revenue losses

article 269A)

arising out of GST implementation.


It is set up by president under article 279-A. It is
chaired by union finance minister.





on recommendation of GST Council.(proposed

GST Council


Compensation to States

This compensation will be made on the
recommendation of GST Council.

Advantages of GST

It will constitute union minister of state in charge

Under GST regime the burden of taxation

of revenue and minister in charge of finance or

will be allocated fairly between manufacturing and

taxation or of any other field nominated by state

services via lower tax rates resulting in increased tax

governments.

base and minimized exemptions. It is anticipated to

The 2/3rd

representatives in

council are from states and 1/3rd from union.

help in establishing an effective and transparent tax

The decision of council is made by 3/4th

administration. It is expected to remove the cascading

majority of the votes cast and quorum of council

effects of taxes and help in establishing of common

is 50%.

national market. Apart from this some more



It will make recommendations on

advantages of GST are listed below:



Taxes, surcharge, cess of central and states

IGST- Effective Logistics



which


will be integrated in GST.

In current indirect tax system central sale tax

Goods and services which may be exempted

(CST) is paid on interstate commerce of goods. 2%

from GST

standard rate of CST is levied and distributed to

Interstate commerce – IGST- proportion of

exporter state as it is origin based tax. The input

distribution between state and center

credit of CST can be offset with CST liabilities only.



Registration threshold limit for GST

CST is paid only on interstate commerce of goods



GST floor rates



Special rates during calamities



Provision with respect to special category states



specially north east states


It may also work as Dispute Settlement
Authority for GST.

Additional 1% Tax


Additional 1% tax on interstate taxable supply
of goods which is levied by center and directly
portioned to the exporter state (origin state).



This tax will be charged for two years or for
longer time period recommended by GST
Council.

and not on supply (transportation) of goods. So, to
avoid this tax large corporate build their own go
downs in different states and transport their goods
among states without paying CST which finally leads
to decrease in cost of their product. Because of this
tax dodging through warehousing by big corporate
growth of small and medium enterprises hampered
and they cannot survive in the market. But, in
proposed GST tax regime IGST is levied on interstate
commerce and supply (both) of goods and services.
Due to this an effective logistics system will come up
which will prevent the tax dodging through
warehousing by big corporate. This will protect small
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and medium enterprises from unhealthy competition

objective of 3.5% share of India in world exports by

of big corporate.

2020.

Ancillarization

Simple Tax Structure

In present indirect tax regime all big

As multiple indirect taxes of state and

corporates want to produce each and everything in-

central governments on goods and services will be

house only in order to reduce CST and cascading

replaced by a single tax, the tax structure will be

effect of tax. But in proposed GST system there is no

hoped much simpler and easier to interpretate.

CST and cascading effect which will lead to

Reduction in the accounting complexities for

outsourcing, subcontracting and division of labour.

business will make the manufacturing sector more

Because of this specialization will increase in future

competitive and boost the economy by 1%-2%.

which will help in reducing the cost of production.

Challenges of GST High Revenue Neutral Rate

With the reduced prices domestic goods will be more

(RNR)

competitive in international market which will result

RNR is the rate which neutralize revenue

in increased export and help country to reduce

effect of state and central government due to change

current account deficit.

in tax system, means ,the rate of GST which will give

Single Base Computation

at least the same level of revenue that is currently

With the introduction of GST cascading

earned by state and central governments from indirect

effects of taxes will not exists and there will be a

taxes is known as RNR. As per 13 finance

single base for computation of tax for both central

commission the RNR should be 12% whereas state

government and state government. Initially state

empowered committee demanding 26.68%. Union

governments will lose tax revenue due to less taxable

government is reckoning the rate band should be

value of goods. But in later years due to availability

15%-20% which is very high as compare to other

of cheap goods the number of taxpayers will increase

counties. Hungary implemented GST from 1/4/2014

and overall tax collection of states will also boost.

with 7% rate.

This increase in tax revenue will lead to fiscal

Due to high RNR. Competitive edge of India

consolidation which is demanded by current state of

in Asian giants will decrease and domestic industry

Indian economy. As per CRISIL recent report GST is

may bewrecking. Tax evasion and smuggling will

best reckon for fiscal consolidation as there is not

increase.

much scope to cut government expenditure in India.
Export Will Be Zero Rate
No GST will be levied on exports because of
which input credit of exporter will not be affected

Regressive nature of indirect taxes will
badly affect the purchasing power of poor
which will have negative

people

impact on human

development index.

and he/she can use these input credit in future. With

So, before implementing GST, RNR should

zero rated exports, domestic goods will be more

be minimized. This can be achieved by inclusion of

competitive in international market and will help in

petrol, liquor, land, electricity within the ambit of

increasing exports which in turn the fulfillment of

GST which will enhance the tax base and increase
revenue of government
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GST common threshold limit for all indirect taxes is

Compensation to States
Currently, VAT is highest contributor in tax

required. It will turn into a conflict between state and

revenue of state governments. But after GST reform

center. States want to fix the limit as 10 lacs opposing

this will subsumed along with surcharge and cess into

25 lacs limit suggested by union. The lower threshold

GST. Due to which state governments will occur

limit will broaden the tax base and increase the

revenue loss for sure and they will be more

revenue of government but it will also require a

dependent on finance commission for tax devolution

dandy IT infrastructure, to address the database of

(currently 42%). To neutralize their revenue losses

increased assess, which is presently missing out in

states are demanding compensation from union

Indian states. IT infrastructure will play a vital role in

government. As per 14 finance commission union has

implementing IGST as union will electronically

to compensate states for maximum of five years with

distribute IGST to states. To grapple the data base a

tapering effects.

years 100%

strong network is required which is managed by

compensation reduced to 75%and 50% in fourth and

GSTN(Goods and Service Tax Network) proposed in

fifth year respectively. This compensation by union

GST. GSTN has major responsibility to tackle

will lead to fiscal burden and may not fulfill the fiscal

biggest challenge of IT infrastructure in a time bound

deficit target of 3% by March 2017 announced by

manner.

finance minister in 2015 budget. This fiscal target

Other Issues

For

first

three

must be achieved for faster economy growth and full

Union government need to coordinate with

capital account convertibility in future. Industrialized

30 states for “input credit” due to transfer of credit in

states will be at loss in GST regime due to its

SGST.

destination based feature. It will demotivate the
manufacturing industry and incite states to import

State tax officials training and development
before implementation of GST.

more in order to increase their tax revenue. It is not

Effective credit mechanism is essential for

good for manufacturing industry as well as for India

GST. Owing to CENVAT it is not a problem

because boosted manufacturing sector is the main

but for states again it is a major challenge. Analysts

driver of our economic growth in future. For

say that real estate market will be cramped by GST

temporarily relief to industrialized states additional

and it may result in 12% down turn in demanded of

1% tax for two years on interstate sale and supply of

new houses because

goods is proposed in GST. Bit with 1% additional

8%. (A study commissioned by Curtin university of

tax, the main objective of GST to minimize cascading

technology)

effect of taxes is fading out. So, to minimize

Way Forward For Implementation of GST

cascading effect this additional tax at least should not



of increased cost up to

The 122nd amendment bill to be passed by

be levied on supply of interstate goods.

upper house with 2/3rd majority and then will

Registration Threshold Limit

be ratified by at least 50% state legislatures and

At present there are different threshold
limits for VAT (5 lacs), service tax ( 10 lacs) and
excise duty (1.5 crore). But for implementation of

will be followed by assent of president.


After the bill has been passed, GSTC (GST
Council) to be established.
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GSTC to advocate GST law and procedure.



GST law to be introduced in parliament.



GSTN (GST Network) a section- 25 company

An Appraisal Paper presented at the PNG

established to design IT infrastructure of GST

Taxation Research and Review Symposium,
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policy

management

if

implemented

successfully due to nation-wide same tax rate. It
execution will also results in lower cost of doing
business that will make the domestic products more
competitive in local and international market. No
doubt that GST will give India a world class tax
system

by

grabbing

different

treatment

to

manufacturing and service sector. But all this will be
subject

to

its

rational

design

and

timely

implementation. There are various challenges in way
of GST implementation as discussed above in paper.
They need more analytical research to resolve the
battling interest of various stake holders and
accomplish the commitment for a cardinal reform of
tax structure in India.
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IMPACT OF INDIAN - GST ON
ECONOMIC, POLITICAL AND SOCIAL
B.PRAVEENA
Assistant Professor,
Pattammal Alagesan College, Athur
Abstract
GST that is Goods and Service Tax is the
latest kind of Indirect Tax which is proposed to be

and VAT. France was the first country to introduce
GST 1954.

in force from 1st July, 2017 which is already in

II. OBJECTIVES

force on many countries around the world and they

1.

To identify economic changes of the GST

all were considering it as their sales Tax system.

2.

To analysis various issues on GST

The GST will be the levied on the manufacture,

3.

To evaluate the GST on socio, economic and

sale and the consumption of goods and services in
India. It is said to be the biggest form of reform in

political systems.
The Impact of GST on Economy

the indirect taxation aspect ever since 1947. The

GST can make the indirect tax system

council of the GST will be headed by the Union

very efficient and will benefit all stakeholders

Finance Minister that is currently Arun Jaitley. The

including manufacturers, sellers, consumers and the

main purpose of GST is to bring about the single

tax collectors. It will substantially boost to Gross

tax system for the manufacture and the sale of

Domestic Product (GDP) growth. It will lead to

goods at the both central and the state level in the

one common market and bring easiness in doing

country. The GST is mainly implemented to

businesses. It gives greater savings in logistics cost

remove all other taxes like VAT (Value-Added

for companies across all sectors.

Tax), Excise duty and Sales Tax.

industries have to pay at 18% tax, but now they

I. INTRODUCTION
“In this world nothing can be said to be
certain, except death and taxes”. Benjamin
Franklin.

have to pay 28% to 30%.
saving of around 8%.

Before GST

It gives an average
It optimizes business

efficiency and transparency.
The main impact of GST in agriculture

GST is a value added tax where tax is

would bring the inflation with currently 4% VAT

imposed only on the value added at each stage in

that increased to 8%. The impact on GST on retail

the supply chain. It is levied at all the points in the

sector is very much affected. Supply of goods by

supply chain. In India GST is defined as tax on

one person to another without consideration could

supply of goods and services other than alcohol for

also be liable for taxation.

human consumption. In short, GST is a single tax

increase cost of promotion.

on all goods and services in the entire country.
Globally, 160 countries have implemented GST

This will lead to

Transfer of properties may continue to be
outside the purview of GST and be liable only to
applicable stamp duties.
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The impact of GST and microeconomic

concerns. First, the impact of the new tax regime

indicators is likely to be very positive in the

on the prices citizens will pay.

medium term. The revenue from the taxes for the

Secondly, the impact on Government budgets

Government is increased and the fiscal deficit is

through change in tax collections.

under control.

It will reduce tax burden on

producers

helps

and

growth

through

more

Thirdly,

maintaining

an

element

of

progressivity on what is essentially regressive tax,

production. GST will provide credit for the taxes

as all indirect taxes are.

paid by the producers in the goods and services

explicitly

chain.

It will also remove the custom duties

governments are in a position to remove the

applicable on exports. It will increase the foreign

exemptions and bring tames to most goods and

market on lower cost of transaction.

services to a standard rate on the other hand.

appears

to

The new tax system
be

pro-poor.

The

GST will integrate the Indian market,

The Impact on Social
GST is not a tax concession scheme. GST

promote economic efficiency by taxing final

will make all the services more expensive. It leads

consumption rather than intermediate goods,

to One India one market with simplified tax

encourage voluntary compliance and create a new

system. .

architecture for cooperative federalism.

In other countries, the GST ranges in

III. CONCLUSION

between 15%-20% but in India, it ranges in
between 18-30%.

The GST is very crucial tax reform since
independence of India, so it must be better handled

It is the biggest indirect tax reform which

with utmost care and analyzed well before

has totally replaced other taxes VAT, CST, Service

implementing it. Both central and state government

tax, CAD,SAD Excise, Entry tax, purchase tax etc.,

have to conduct awareness programmes and

15% service tax hereafter will be 18%, Electronics

various literacy programmes

will cost 28%, mass consumption goods at the rate

various stakeholders

of 5%, demerits goods like tobacco will cost 28%

about GST to its

It is a bold step and revolutionary tax
structure. It’s really Good and Simple Tax.

tax.
The premium amount on life Insurance on
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IMPACT OF GST ON COMMON MAN IN
INDIA
Dr.D.SETHURAMAN,
Assistant Professor, Department of Commerce,
Pattammal Alagesan Arts and Science College,
Athur,Chengalpattu-603101
Abstract
Goods and Services Tax (GST) system
st

applicable to all goods and services with minimal

was introduced in our country from 1 July 2017.

exemptions like food, education, health etc.

The tax system is implemented on the basis of

Impacts of GST

“One Nation, One Tax and One market”. The
goods

and

services

will

fall

under

Pay only the last point of tax: The input tax

five

credit introduced is an important aspect of this. The

categories:0%,5%,12%,18% and 28%. The idea

end consumer will have to only pay the GST charged

behind the system is to improve the economy

by the last point in the supply chain. The input taxes

through getting down the inflation rate, tax

paid at every stage of production of a thing can be

avoidance and increase the GDP level. This will

availed in the later stages of value addition.

have an impact of the common man in their day to

Tax reduction benefit: Due to the input tax

day life. The impacts are: Pay only last point of

credit, the service providers as well as goods

tax, Tax deduction benefits, Alcohol, Petrol kept

manufacturers are now able to pass benefits to the

out, Ease of doing business, Small businesses big

final customer. Also due to the anti-profiteering

benefits, Service sectors may be affected, Stock

clause in the GST, it is mandatory to pass on the

market prices may be increased.

benefits of tax reduction to the consumer.

Keywords:

GST,

VAT,

Indirect

Tax,

Alcohol, Petrol kept out: The products like

Tax

diesel, petrol and aviation turbine fuel have been kept

Exemptions
I. INTRODUCTION

out of GST as on now. Even alcohol has been

The GST (Goods and Service Tax) is a

temporarily exempted from the GST. The decision on

single indirect tax rate that will be levied on

these will be taken on these by the GST council some

manufactured products and services for all states.

time later.

This tax will apply on the value added by a producer

Ease of doing business: GST will be

or service provider at each stage in the manufacturing

replacing multiple taxes, interfaces and compliances

process right until the final consumption. Before the

into one regime. This would be a great benefit for

GST implementation, the central collects indirect

those having their own businesses. The filing taxes

taxes through excise duty, service tax, central sales

will now be easy as well as transparent, therefore

tax, customs duties etc. Now the GST does away with

getting tax compliance from the society. This will

all indirect taxes and made single rate uniformly

lead to a better revenue for the government as well as
people.
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Small Businesses, Big Benefit: The small

Dr. R.Vasanthagopal(2011)2 studies, “GST

scale industries and trades who have less than Rs.20

in India: A Big Leap in the Indirect Taxation System”

lakh as their annual turnover will be exempt from the

and concluded that switching to seamless GST from

GST. The small businesses will benefit by not

current complicated indirect tax system in India will

meeting detailed compliances like the larger ones.

be a positive step in booming Indian economy.

The input tax credit, however, they will not be

Success of GST will lead to its acceptance by more

exempted from. Those with an annual turnover below

than 130 countries in world and a new preferred form

75 lakh, under composition scheme, will have to pay

of indirect tax system in Asia also.
Ehtisham Ahmed and Satya Poddar (2009)3

1% tax on turnover. Manufacturers will have to pay

studies, “Goods and Service Tax Reforms and

2% and restaurant businesses will pay 5%.
Service Sectors: An inflationary short

Intergovernmental Cosideration in India” and found

term impact of GST will be seen on the service

that GST introduction will provide simplier and

sector as the tax rate could shoot up to 18%. With

transparent tax system with increase in output and

time, however, it is expected that because of

productivity of economy in India. But the benefits of

reduced cost due to availability of GST credit on

GST are critically dependent on rational design of

items that have not been available up till now,

GST.

prices

will

come

down

considerable,

Nitin Kumar(2014)6 studied, “Goods and

thus

Service Tax-A Way Forward” and concluded that

benefitting consumers.
Stock Market prices: There have been many

implemented of GST in India help in removing

highs recently in the time from announcement of the

economic distortion by current indirect tax system

implementation of GST. The domestic markets,

and expected to encourage unbiased tax structure

especially, are looking at implementation of GST

which is indifferent to geographical locations;

with some companies hitting newer highs in their

Pinki, Supriya Kamma and Richa Verma

stock prices in this fiscal year. Analysts predict that

(July 2014)7 studied, “Goods and Service Tax -

markets require some time to adjust to the GST

Panacea For Indirect Tax System in India” and

implementation process. This could affect and

concluded that the new NDA government in India is

partially damage corporate earnings in the short term

positive towards implementation of GST and it is

but will be beneficial over long term.

beneficial for central government, state government

7.1K SHARES

and as well as for consumers in long run if its
implementation is backed by strong IT infrastructure.

II. REVIEW OF LITERATURE
Agogo

Mawuli

(May

2014)

1

studied,

III. OBJECTIVES

“Goods and Service Tax-An Appraisal” and found

1.

To study the impact of GST on common man.

that GST is not good for low-income countries and

2.

To analyze the awareness of GST on common

does not provide broad based growth to poor

man.

countries. If still these countries want to implement
GST then the rate of GST should be less than 10%
for growth.
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IV. RESEARCH METHODOLOGY
Primary method of data collection was used

Data Analysis and Inferences
Table showing the Respondents’ Demographic profile in frequency table

structured Questionnaire and personal interview were

Gender
Male
Female

used for the purpose of this research. The decision to

Total

structure the questionnaire is predicated on the need

Age
18-25

in this study. The primary data consist of well-

to reduce variability in the meanings possessed by the
questions as a way of ensuring comparability of
responses. The questionnaire is titled „Impact of GST
on common man in India‟
A questionnaire consisting closed ended
question was designed for simplicity and accuracy to
elicit information from the sample population. The
first section of the questionnaire deals with the
personal data of the respondents while second section
deals with the questions about the subject matter of
the research. Secondary data were collected and used

Frequency
28
20
48
Frequency
11

Percent
58.3
41.7
100.0
Percent
22.9

26-35
36-55

12
21

25.0
43.8

56 & above
Total

4
48

8.3
100.0

Marital status
Married
Unmarried

Frequency
36
12

Percent
75.0
25.0

Total
Educational Qualification
Illiterate
SSLC

48
Frequency
6
16

100.0
Percent
12.5
33.3

for the theoretical sections. Chi square and Avova

HSC
Degree & above

8
18

16.7
37.5

test is used for this study.

Total

48

100.0

Impact of GST on common man


Sugar, Tea, Coffee, edible oil to fall under 5%
slab.



Cereals and milk have exempted from GST.



Toothpaste, hair oil, soaps will be taxed at 18%
instead of 28% current rate.



Indian sweets and mithai in 5% slab.



All raw food items including food grains are
exempted from GST.



Processed food and daily needs to be in 5 % slab.



Common man items have been kept under 12%
and 18%.

Salary
Below 5000

Frequency
13

Percent
27.1

5001-7000
7001-9000

10
10

20.8
20.8

9001-11000
Above 11000

6
9

12.5
18.8

Total

48

100.0

Inference
It is evident from the above table that the
maximum percentages 58 % of the respondents are
Male. 43.8% of respondents are in the age group of
36-55. 75% of the respondents are married. 37.5% of
the respondents are completed Degree & above.
27.1% of the respondents are earning below 5000 of
monthly income.
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Table showing the Respondents’ Opinion about GST in frequency table.

Do You know about GST?
Yes
No
Total
Is exemptions in GST is too many or too less
Not enough
Just right
Too many
Total
Is proposed exemptions limit is correct
Correct
Too Low
Too High
No comment
Total
Do you think GST will be easier to comply with or difficult?
Easier
Difficult
No Idea
Total

Frequency
44
4
48
Frequency
14
21
13
48
Frequency
11
11
12
14
48
Frequency
17
18
13
48

Percent
91.7
8.3
100.0
Percent
29.2
43.8
27.1
100.0
Percent
22.9
22.9
25.0
29.2
100.0
Percent
35.4
37.5
27.1
100.0

Inference
It is evident from the above table that the

respondent are said their opinion about GST

maximum percentage 91.7% of respondent are aware

proposed exemptions limit is correct as “No

about GST. 43.8% of respondent are said that

comments”. 37.5% of respondent are said their

exemptions in GST is just correct. 29.2% of

opinion about GST will be difficult to comply.

Table showing Cross tabulation and Pearson Chi-Square between Educational Qualification and factors of GST system

Educational
Qualification
Illiterate
SSLC
HSC
Degree & above
Total
Pearson Chi-Square
Inference

Strongly
Agree
1
0
0
3
4

Agree
1
0
0
3
4

Do you agree GST System?
Neither Agree
Disagree
nor Disagree
0
1
1
4
1
7
6
6
8
18

It is inferred from the above table that the
Pearson

Chi-Square

value

of

Total
Strongly
Disagree
3
11
0
0
14

6
16
8
18
48
.000
than the table value 0.05. So null hypothesis is
rejected, therefore, there is a significant association

Educational

between Educational Qualification of the respondent

Qualification of the respondent and opinion of

and opinion of respondent on GST System.

respondent on GST System is (.000) which is lesser
Table showing ANOVA test between Salary and GST system

Salary
Do you agree GST System?
Is GST will increase the economic growth?
Do you agree that small business will get more benefit in GST?
Do you agree that the service sector will affected by GST?
Rate of satisfaction in GST system
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Table showing ANOVA test between Educational Qualification of

Inference

the respondents and GST system

It is inferred from the above table that the
significant value of salary of the respondents and
opinion on accepting factors of GST system is (.003,
.012, .000, .000, .000) respectively, which is lesser
than the table value (0.05). So null hypothesis is
rejected, therefore, there is a significant difference
between salary of the respondents and opinion on
accepting factors of GST system.
Table showing ANOVA test between Age of the respondents and

Educational Qualification
Do you agree GST System?
Is GST will increase the
economic growth?
Do you agree that small business
will get more benefit in GST?
Do you agree that the service
sector will affected by GST?
Rate of satisfaction in GST
system
Inference

Sig.
.000
.003

13.958

.000

9.652

.000

3.563

.022

It is inferred from the above table that the

GST system

Age
Do you agree GST System?
Is GST will increase the economic
growth?
Do you agree that small business
will get more benefit in GST?
Do you agree that the service
sector will affected by GST?
Rate of satisfaction in GST system
Inference

F
9.485
5.426

F
9.507
4.438

Sig.
.000
.008

significant value of Educational Qualification of the

5.431

.003

(0.05). So null hypothesis is rejected, therefore, there

4.166

.011

is a significant difference between educational

1.410

.253

respondents and opinion on accepting GST system is
(.000, .003, .000, .000) is lesser than the table value

qualification of the respondents and opinion on
accepting GST system.
The

It is inferred from the above table that the
significant value of salary of the respondents and
opinion on agree GST system, It will increases the
economic growth and small business will get more
benefit in GST is (.000, .008, .003) respectively,
which is lesser than the table value (0.05). So null
hypothesis is rejected, therefore, there is a significant
difference between age of the respondents and
opinion on agree GST system, It will increases the

Last two factors service sector will affected

value

of

Educational

Qualification of the respondents and Rate of
satisfaction in GST system is (.022) which is higher
than the table value (0.05). So null hypothesis is
accepted, there is no significant difference between
Educational Qualification of the respondents and
Rate of satisfaction in GST system.
Major Findings


53.7% of respondents are Male and 47.3% of
respondents are Female.

economic growth and small business will get more
benefit in GST.

significant



43.8% of respondents are 36-55 years.



75% of respondents are married and 25% of
respondents are unmarried.

by GST and Rate of satisfaction in GST system is
(.011, .253) is higher than the table value (0.05). So



37.5% of respondents are degree and above

null hypothesis is rejected, therefore, there is no



27.1% of respondents are below Rs.5000 salary.

significant difference between age of the respondents



91.7% of respondents are aware about the GST.

and service sector will affected by GST and Rate of



43.8% of respondents are said that GST
exemptions are just right.

satisfaction in GST system.


37.5% of respondents are think that GST comply
is difficult.
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V. SUGGESTIONS
On the basis of the findings, the following
suggestions were given.


Simplified, user-friendly and transparent tax
system should be implemented.



Consumer prices inflation should be checked
time to time.



The new tax regime is technology driven. So
information technology should be increased.
VI. CONCLUSION
Most of the consumer goods taxes slab is

decreased and it would increase the consumption of
the goods and services. The GST implementation
stands for a lucid tax system and multiplicity of taxes
in current tax system will come under one system. It
will lead to higher output, more employment
opportunities and increase our economic condition of
the common man.
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I. INTRODUCTION



GST is an online taxation system

The GST is basically an indirect tax that



SMEs will have a higher tax burden

brings most of the taxes imposed on most goods and

Impact of GST on Manufactures

services, on manufacture, sale and consumption of

Make In India & Manufacturing

goods and services, under a single domain at the

The

manufacturing

sector

in

India

national level. In the present system, taxes are levied

contributes a mere 16% to the overall GDP.

separately on goods and services. The GST is a

However, the potential to make this a high-growth

consolidated tax based on a uniform rate of tax fixed

and high-GDP sector is huge. The “Make in India”

for both goods and services and it is payable at the

campaign by Prime Minister Narendra Modi makes

final point of consumption. At each stage of sale or

this possibility real, by giving impetus to the sector.

purchase in the supply chain, this tax is collected on

Furthermore, PwC estimates that India will become

value-added goods and services, through a tax credit

the fifth largest manufacturing country in the world

mechanism. Any reform is bound to have advantages

by the end of 2020. It would be interesting to know

and disadvantages. In this article we will talk about

how the Goods and Services Tax or GST impacts this

Impact of GST on Manufacturers and Impact of GST

roadmap.

on Consumer.

Impact of GST on Manufacturing

Advantages of GST

GST is one of the key policy changes that



GST eliminates the cascading effect of tax

will have a direct impact on manufacturing



Higher threshold for registration

establishments. So far, the existing complex tax



Composition scheme for small businesses

structure has been a dampener, resulting in the slow



Simple and easy online procedure

growth of the sector. GST is expected to liberate the



The number of compliances is lesser

sector by unifying tax regimes across states.



Defined treatment for E-commerce operators

Positive Impact on Manufacturers



Improved efficiency of logistics

One Tax



Unorganized sector is regulated under GST

Disadvantages of GST


Increased costs due to software purchase



Being GST –complaint



GST will mean an increase in operational costs



GST came into effect in the middle of the

In present structure of tax, there is various
kind of taxes such as excise duty, Service tax, VAT,
Entry tax, Central Sales Tax etc. But in GST regime
there is only one tax i.e GST however, there will be
three parts such CGST, SGST, IGST. This is measure
relief for the manufacturer.

financial year
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Rate of Tax

way bills, statutory forms etc which lead to slow

In current tax regime the consumer pays

movements of goods where as this concept is going

approximately 25-26% more than the cost of

to be abolished though check points will still be

production due to excise duty (at 12.5%) and value

eligible.

added tax (almost 14.5%).In GST, goods may

CENVAT Credit

become cheaper marginally which a good sign for

In regime of present tax, the manufacturer is

manufacture to compete with international market.

unable to utilize the credit of Central Sales tax and

The Impact of Rate of Tax Depends on Industry

VAT provided output is charged under Composition

wise, but mostly it is beneficial.

Scheme, which becomes the cost for him. But in

No Concept of Manufacture

Regime of GST, a manufacturer will be eligible to

In Non-GST regime the biggest litigation

take Credit of SGST (VAT) as well as IGST (CST)

and issues are whether the transaction amount to

on the purchases. There will be seamless flow of

manufacture or not. The interpretation related to term

Credit in GST.

“Manufacture” will no more be relevant. It may result

Valuation of Samples

in ease of doing business without having litigation

In current law goods removed on sample

about the process.

basis, tax needs to paid by adopting the nearest

Reduction in Cost

aggregate value. However, in GST regime, time up to

In GST regime there will be reduction in

six months is granted to decide whether the good sold

cost of production as credit will be eligible of tax on

on sample basis has been approved or not which

purchases made from interstate purchases and no

beneficial thing for manufacturer. However, after 6

cascading effect. Hence, a manufacturer need not

months tax needs to be paid if the same is still in

take the decision regarding purchase from point of

process of approval.

view of tax implication as credit is eligible on all

State Wise Registration

purchases.
Minimization of Classification issues

Generally it has been observed that many
manufacturers have two premises of factory within

In current regime of tax there are numerous

same locality or in same state and they are liable to

issues on classification of goods due to separate rates

take separate registration for each factory. But in

on different goods and exemptions on certain goods.

GST Regime, registration has to be taken state wise

But in regime of GST there shall be minimization of

and not factory wise. This will abolish the difficulties

classification issues due to uniform rate and less

which have been faced due to separate registration.

expected exemptions.

No assessment by multiple tax authorities

Speedy Movement of Goods

Generally, manufacturers are facing many

In GST Regime of tax structure there will be

difficulties in handling the assessments done by the

minimization of trade barriers, such as filing of way

Separate authorities for VAT, Service Tax, Central

bills/entry permits. Compliance under entry tax will

Excise, CST, etc. In GST regime it is expected that

be abolished. There is much compliance in current

assessment will be done by State authorities for

regime on interstate movements or locally such as
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SGST, Central Authorities for CGST, and Interstate

is the clause of discount must be there either in

authorities for IGST.

contract or agreement or offer etc.

Electronic Mode for Forms

Matching Concept of Returns

In current regime of tax there is very much
manual

filing

of

documents

such

as

In current regime, if the tax has been made

initial

the purchaser to supplier then he is eligible to take

declaration, Numbering of Invoices etc. But in GST

the Credit it is immaterial whether the same has been

regime there will be less manual filing of documents

credited to Central Government by the supplier or

and more through electronic mode. Further, the

not. But in GST Regime, the matching concept if tax

communication with department also could be

credit will be there, if credits pertaining to supplier

through electronic mode.

does not match with purchaser than it will not be

Negative Impact on Manufacturers

accepted in return unless it is rectified by both the

Time of Supply

parties.

In current regime of tax the time of duty on

Denial of CENVAT Credit on purchases

manufacture attracts at the time of removal where as

made from unorganized/unregistered Person in GST

in GST regime it will earliest of the four such as

regime if the goods have been purchased from the

(Date of Issue of Invoice, Date of Payment, Date of

register person then only credit will be given

Removal, Debit in the books of Receiver).

otherwise the credit will not be allowed.

Increase in Working Capital

No Compliance of “C” and “F” Forms

In GST regime of tax, stock transfer has

As stock transfer has been made taxable in

been made taxable, which requires the huge working

GST Regime hence Concept of “F” Forms is no more

capital because the realization of tax going to be on

relevant and IGST has been levied on all inter-state

final supply tills that It may block the capital.

purchases or sale and credit will be allowed, hence

No Credit of Petroleum Product

No Concept of form “F” is relevant.

Petroleum Product has been kept out of GST

Increase in Compliance-burden

hence; the tax paid on Petroleum Product is not

There is going to be huge compliance

eligible as credit and same became the cost. Each

burden in GST Regime such as 37 returns for one

industry requires the Petroleum Product such as

office in a year.

Fertilizer Industry, Power Sector, Logistic Sector etc.

Impact of GST on consumers
From the consumer point of view, the

Introduction of Reverse Charge on Goods
In current regime Of tax structure there was

biggest advantage would be in terms of reduction in

reverse charge on specified services but in case of

the overall tax burden on goods and services.

GST even the reverse charge will be applicable on

Introduction of GST would also make Indian

goods.

products

Post supply Discount

international markets. Last but not the least, this tax,

competitive

in

the

domestic

and

If the discount has to be given post supply

because of its transparent character, would be easier

than it must be known to both the parties at the time

to administer. However, once implemented, the

of supply or pre-supply and the proof of being known
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system holds great promise in terms of sustaining

Most importantly, GST will help to boost the Indian

growth for the Indian economy.

economy in the long run.
Negative Impact of GST on the Consumer or
Common man :
Service tax rate @ 15% is presently charged
on the services. So, if GST is introduced at a higher

Positive Impact of GST on the Consumer or
Common man :
A unified tax system removing a bundle of
indirect taxes like VAT, CST, Service tax, CAD,
SAD, Excise etc.
Less tax compliance and a simplified tax
policy as compared to earlier tax structure.
Removes cascading effect of taxes i.e.
removes tax on tax.
Due to lower burden of taxes on the
manufacturing sector, the manufacturing costs will be
reduced, hence prices of consumer goods likely to
come down.
Due to reduced costs some products like
cars, FMCG etc. will become cheaper.
This will help in lowering the burden on the common
man i.e. you will have to shed less money to buy the
same products which were earlier costly.
The low prices will further lead to an
increase in the demand/consumption of goods.
Increased demand will lead to increase
supply. Hence, this will ultimately lead to rise in the
production of goods.

rate which is likely to be seen in the near future ,the
cost of services will rise. In simple words, all the
services like telecom, banking, airline etc. will
become more expensive.
Increased cost of services means, an add on
to your monthly expenses.
You will have to reschedule your budgets to
bear the additional services cost.
An increase in inflation might be seen
initially. Being a new tax, it will take some time for
the people to understand it completely. Its actual
implications can be seen only when the rate of tax is
determined.
It is easier said than done. There are always
some complications attached. It is a consumption
based tax, so in case of services the place where
service is provided needs to be determined.
If actual benefit is not passed to the
consumer and the seller increases his profit margin,
the prices of goods can also see a rising trend.
A strict check on profiteering activities will
have to be done, so that the final consumer can enjoy
the real benefits of GST.
II. CONCLUSION

The increased production will lead to more
job opportunities in the long run. But, this can happen
only if consumers actually get cheaper goods.
It will curb circulation of black money. This
can happen only if the “kacha bill” system, normally
followed by traders and shopkeepers is put to check.
A unified tax regime will lead to less corruption
which will indirectly affect the common man.

Although ,a large number of officers are
being trained and a systematic IT software is being
developed for the successful implementation of GST.
But, it will take some time for the people including
the manufacturers, the wholesalers, the retailers or
the final consumers to understand the whole process
and apply it correctly. However, GST or Goods and
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Services tax is a long term strategy planned by the
Government and its positive impact shall be seen in
the long run only. Also, this can happen if GST is
introduced at a nominal rate (hope so)to reduce the
overall tax burden of the final consumers.
The rate of GST and how effectively GST is
introduced in all the States and at the Centre also
plays a crucial role in deciding the actual impact of
GST on the common man. A well designed GST
Policy can bring a qualitative change in the tax
system of India. Massive IT Software is being
developed for the successful implementation of GST
and brings things online. Revenue officials are also
being trained for turning GST into a reality. But, the
actual performance and results can be visualized once
GST is implemented. Talking about the different
sectors, some might gain, some might lose. But,
ultimately we will have to get used to this new tax,
that is going to be a landmark reform having a great
impact on India and its taxation system.
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Abstract

I. INTRODUCTION

India has witnessed a number of reforms in

The major role of taxation economic

indirect taxes over the last two decades with the

development with much awaited GST system and in-

replacement of State Sales Taxes by Value Added Tax

depth analysis, here we are final GST bill passed by

(VAT) in 2005 marking a watershed in this regard. A

the parliament. Because taxes are only means for

Modified

was

financing the pubic goods because they cannot be

introduced for selected commodities at the Central

properly priced in the market. And government is

level in 1986 and subsequently extended to all

only source of funding using the taxation methods.

commodities

Added

As taxes are the drivers of the economy. Tax regimes

Tax(CENV AT). Value Added Tax (VAT) at the State

should be designed in such a manner that is does not

level was introduced in a phased manner during

become the source of distortion in the market or

2003 to 2008. Prior to the implementation of VAT,

result in failure of market. Raising a sufficient

the indirect tax structure in the country was

amount of revenue is main aim of tax law in efficient,

considered somewhat problematic due to the

effective and quotable manner. Tax policies are

“cascading effect of taxes” where by an item is taxed

important contributor to the economy in both cases

more than once from the production stage to the final

efficiency and equity. Good tax system should keep

retail sales stage. Exporters were also becoming less

in view the issues of income distribution and also

competitive in the international market due to the

focused on strategies to generate tax revenues to

relatively higher input costs involved through the

support government expenditures on public services

earlier sales tax mode (tax burden of a commodity

and infrastructural development. At present, separate

increases when it is taxed repeatedly) –reflected in

tax rates are applied to goods and services.

Value

Added

through

tax

Central

(MODVAT)

Value

higher prices of products as compared to global
competitors
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Under GST, there would be only one tax

likely to improve the country’s tax to GDP ratio and

rate for both goods and services. The goods and

also inhibit inflation. However, the reform is likely to

services Tax will indeed be a further significant

benefit the manufacturing sector but may make things

improvement towards a comprehensive indirect tax

difficult for the services sector. Though there are

reforms in the country. Integration of goods and

expectations that the GDP growth is likely to go up

services taxation would give India a world class tax

by 1 to 2 %, the results can only be analysed after the

system and improve tax collections. It would end

GST implementation. The response is mixed from

distortions of differential treatments of manufacturing

countries around the world. While the New Zealand

and service sector. GST is expected to create a

economy had a higher GDP growth, it was lower in

business friendly environment, as price levels and

case of Canada, Australia and Thailand after the GST

hence inflation rates would come down overtime as a

was implemented. The one per cent tax that has been

uniform tax rate is applied. It will also improve

proposed as a sop to appease the States for

government's fiscal health as the tax collection

compensating their loss of revenue from the inter-

system would become more transparent, making tax

state CST is likely to play a spoil sport. It is probable

evasion difficult. The GST is expected to replace all

that it may affect the GDP adversely. The Congress is

the indirect taxes in India.

already opposing the 1 per cent tax. The GS Tax rate

Concept of Goods and Service Tax

is expected to be around 17-18% and can be assumed

GST is a comprehensive indirect tax on

as a tax neutral rate. This tax rate is not likely to give

manufacture, sale and consumption of goods and

any incremental tax revenue to the government. The

services at national level. One of the biggest taxation

rate will prove beneficial for the manufacturing

reforms in India the (GST) is all set to integrate State

sector where the tax rate is around 24% at present.

economies and boost overall growth. Currently,

The major manufacturing sectors that will benefit the

companies and businesses pay lot of indirect taxes

most are FMCG, Auto and Cement. This is because

such as VAT, service tax, sales tax, entertainment

they are currently reeling under 24 to 38 per cent tax.

tax, octroi and luxury tax. Once GST is implemented,

The sector which is going to be adversely affected is

all these taxes would cease to exist. There would be

the services sector. Already there has been a hike

only one tax, that too at the national level, monitored

from 12 to 14% from the 1st of June this year.

by the central government. GST is also different in

Another 4 per cent increase will break their backs.

the way it is levied at the final point of consumption

The uniformity in the taxation rate is fine but it

and not at the manufacturing stage. At the centre's

should not result in disparity for the goods and

level, GST will replace central excise duty, service

services sectors. Nobody has thought of the

tax and customs duties. At the state level, the GST

implications it will have in the services sector if the

will replace State VAT.

government moots a higher GS Tax rate like 20% or

Impact of GST on Indian Economy

24%. The higher GST rate will definitely boost the

The Goods and Service Tax(GST)bill is

tax to GDP ratio, while giving financial muscle to the

expected to have wide ranging ramifications for the

government for increasing the capital expenditure.

complicated taxation system in the country. It is

This is likely to spur growth in the economy. There is
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definitely a silver lining to the whole exercise. The

India: Reduction in prices: Due to full and seamless

unorganised sector which enjoys the cost advantage

credit, manufacturers or traders do not have to

equal to the taxation rate can be brought under the

include taxes as a part of their cost of production,

GST bill. This will bring a lot of unorganized players

which is a very big reason to say that we can see a

in the fields like electrical, paints, hardware etc.

reduction in prices. However, if the government

under the tax net. It is easier said than done. It will

seeks to introduce GST with a higher rate, this might

take

the

be lost. Increase in Government Revenues: This

implementation of the GST reform for capturing the

might seem to be a little vague. However, even at the

unorganized sector under its ambit. For one it will

time of introduction of VAT, the public revenues

widen the tax reach and secondly it will benefit the

actually went up instead of falling because many

organized players who lose out revenue to the

people resorted to paying taxes rather than evading

unorganized sector at present. There are still a lot of

the same. However, the government may wish to

unchartered territories which need to be looked into

introduce GST at a Revenue Neutral Rate, in which

through parliamentary discussions in the sessions.

case the revenues might not see a significant increase

This will bring sanctity to the taxation system

in the short run.

without hurting any of the sectors adversely. To The

Challenges of GST in Indian Context

a

lot

of

meticulous

planning

in

Individuals and Companies -With the collection of

At Present, lots of speculations are going as

both the central and state taxes proposed to be made

to when the GST will actually be applicable in India.

at the point of sale , both components will be charged

Looking into the political environment of India, it

on the manufacturing costs and the individual will

seems that a little more time will be required to

benefit from lowered prices in the process which will

ensure that everybody is satisfied. The states are

subsequently lead to increase in consumption thereby

confused as to whether the GST will hamper their

profiting companies.

revenues. Although the Central Government has
assured the states about compensation in case the

II. OBJECTIVE
To study the concept of Goods and Service Tax

revenue falls down, still a little mistrust can be a

1.

To study the impact of GST on Indian

severe draw back. The GST is a very good type of

Economy

tax. However, for the successful implementation of

III. Research Methodology

the same, there are few challenges which have to face

The study focuses on study of secondary

to implement GST In India.

data collected from various books, national and

Following are some of the factors that must be

international

kept in mind about GST

journals,

government

reports,

publications from various website which has been



Firstly, it is really required that all the states

published and focused on various aspects of Goods

implement the GST together and that too at the

and Service tax.

same rates. Otherwise, it

Advantages of GST

cumbersome for businesses to comply with the

will be really

Apart from full allowance of credit, there are

provisions of the law. Further, GST will be very

several other advantages of introducing a GST in

advantageous if the rates are same, because in

Mayas Publication IFS- 1.14 |SJIF-2016-3.343|SJIF -2017- 4.253|ISI-0.67

Page 27

Emperor International Journal of Finance and Management Research ISSN: 2395-5929



that case taxes will not be a factor in investment

small enterprises. IT units in special economic zones

location decisions, and people will be able to

tool are expected to lose some benefits as there is no

focus on profitability.

provision for upfront tax exceptions in the GST bill.

For smooth functioning, it is important that the

This will require them to separately apply for

GST clearly sets out the taxable event. Presently,

refunds. Furthermore, the reverse charges of GST on

the CENVAT credit rules, the Point of Taxation

the import of services used as input for exported

Rules are amended/ introduced for this purpose

services is expected to lock in working capital.
Clearly the GST needs to be future-prof,s in

only. However, the rules should be more refined




and free from ambiguity.

order to be valuable to Indian business. NASSCOM

The GST is a destination based tax, not the

has been in conversation with the government on

origin one. In such circumstances, it should be

how

clearly identifiable as to where the goods are

challenges for the IT sector. It has been urging the

going. This shall be difficult in case of services,

government to improve India’s ease-of –doing –

because it is not easy to identify where a service

business climate, not diminish it. According to

is provided, thus this should be properly dealt

NASSCOM, the government must continue to

with.

incentivize and benefit the country’s IT-BPM

More awareness about GST and its advantages

industry that has emerged as the poster boy of its

have to be made, and professionals like us really

exports and a major contributor to GDP Growth.

have

Credit

to

take

the

onus

to

assume

this

GST

could

create

crippling

operational

available only when tax is paid Credit can

only be claimed on taxes which have been paid to the

responsibility

credit of the government. However, removal of

Hitting at the heart of e-commerce
However, what could cause the most

cascading effect and consolidation of taxes could

disappointment is the impact of the GST on India’s

bring in significant benefits such as unrestrictive

burgeoning third-party e-commerce market place,

cross utilization of credits of service tax paid on input

owing to taxation requirements on business operating

services like warehousing, logistics, commission of

the

start-up

marketplace. The GST will therefore facilitate

participating in the e-commerce arena too will fae a

seamless credit across supply chains, with tax set offs

negative fallout of te GST. The law, according to

available across the production value chain, both for

NASSCOM, will render selling online a relatively

goods and services, therefore bringing down the

expensive channel. It will require registrations of all

overall cost of supplies. This cost benefit would be

sellers even if they are below the income threshold

ultimately passed on to the customers or help in

leading to extra compliance and a greater burden for

increasing the books of the companies.

online

space.

Smaller

innovative
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Goods and Service Tax rate various sector
Goods/Service category

GST rate

Electronic supply software

18%

Software services, i.e,
Development, design,
Programming, customization
Temporary transfer or
permitting use of IP
Shrink Wrapped software
product (on meda)
Laptops, desktops,
periphererals, parts, etc
Printer, phone coping ,fax
machines, ink cartridges
Monitors and projectors
(Caple of connecting to
ADP)
Majority of Networking
products
Mobile phones
Domestic manufacturing

Remarks

18%

Indirect Tax rate
under
Current regime
15% (Service
tax)+5%(VAT)
15% (Service tax)

12%

15% (Service tax)

------

18%

15% (excise duty &
VAT)
15%

Will increase cost

18%

-----------

Increased cost for
companies
Increased cost tor
companies

Ambiguity on the type of printers,
hence more detail are awaited.
Expected a rounds 28%
28%

13% (ADP printers)

13%

Increased cost tor
companies

18%

13%

12%

11%

Increased cost tor
companies
Slight increase in
cost to end
customer

Purpose of GST

IV. REFERENCES



Widen the tax base



Boost the economic growth and increase the

Tax

GDP

Development? IOSR Journal of Business and



Prevent tax evasion

Management, (IOSR-JBM,5.



Completely removing the remaining cascading

2) Agarwal, D.S. (2016),Basic concept of GST

effects of taxes

3) Dani, S, (2016) , A Research Paper on an Impact



1) Shakir Shaik. S (2015) Does Goods and Services
(GST)
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Economic

To make the tax regime in India simplified,

of Goods and Services Tax (GST) on Indian

transparent and uniform.

Economy, Business and Economics Journal, 6.
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TAX BASED POWERS OF STATE AND
CENTRALGOVERNMENTS
J.LINTA JOSEPHINE
C.S.I.Ewart Women’s Christian College ,
Melrosapuram -603204
Kancheepuram District
responsibilities, some of the centre’s revenues need

I. INTRODUCTION
The Goods and Services Tax is meant to be

to be assigned to the state governments.

The

a unified indirect tax across the country on products

Constitution provides for the formation of a Finance

and services. In the current system in India, tax is

Commission (FC) by President of India, every five

levied at each stage separately, by the Centre and the

years, or any such earlier period which the President

State, at varying rates, on the full value of the goods.

deems necessary via Article 280. Based on the report

But under the Goods and Services Tax system that is

of the Finance Commission, the central taxes are

set to be introduced, tax will be levied only on the

devolved to the state governments.

value ADDED at each stage. It is a single tax

Various Powers

(collected at multiple points) with a full set-off for

The taxing powers of the central government

taxes paid earlier in the value chain. Thus, the final

encompass taxes on income (except agricultural

consumer will bear only the GST charged by the last

income), excise on goods produced (other than

dealer in the supply chain with set-off benefits at all

alcohol), customs duties, and inter-state sale of

the previous stages.

goods. The state governments are vested with the

State GST and Central GST

power to tax agricultural income, land and buildings,

For transaction within a State, there will be

sale of goods (other than inter-state), and excise on

two components of GST Central GST (CGST) and

alcohol. Local authorities such as Panchayat and

State GST (SGST) being levied on the value of goods

Municipality also have power to levy some minor

and services. Both the Centre and States will

taxes.

simultaneously levy GST across the value chain.
Taxation Powers of Central and States in India

The authority to levy a tax is comes from the
Constitution which allocates the power to levy

Indian constitution has divided the taxing

various taxes between the Centre and the State. An

powers and responsibilities between the Central and

important restriction on this power is Article 265 of

the state governments. The subjects on which Union

the Constitution which states that “No tax shall be

or State or both can levy taxes are defined in the 7th

levied or collected except by the authority of law.”

schedule of the constitution. Further, limited financial

This means that no tax can be levied if it is not

powers have been given to the local governments .

backed by a legislation passed by either Parliament or

Since the taxing abilities of the states are not
necessarily

commensurate

with

their

the State Legislature.

spending
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Specific Taxes levied as Concurrent Powers
The Union and the State Governments have
the concurrent powers to fix the principles on which

Other facts about levying and appropriation of
Taxes
Sales tax is imposed, levied, collected,

taxes on motor vehicles shall be levied and to impose

appropriated by states as mentioned above

stamp duties on non-judicial stamps. The property of

Income tax, Corporation Tax, Service tax are levied

the Union is exempted from State Taxation; and the

and collected by Centre but are appropriated by both

property of the states is exempted from the Union

states and centers as per distribution formula

Taxation. But the parliament of India can pass

recommended by Finance Commission. This formula

legislation for taxation by Union Government of any

is NOT binding upon the parliament. However states

business activities / trade of the state which are not

have no share in surcharges, cesses on these taxes.

the ordinary functions of the state.

Stamp duties on negotiable instruments and excise

Exclusive Power of Central Taxation

duties on
:- medicinal and toilet preparations that have

Union Government has residuary powers to

use of alcohol and narcotics are levied by Centre. But

impose taxes which are not specifically mentioned in

these taxes don’t make a part of consolidated fund of

the state or concurrent lists. Some taxes imposed

India. They are assigned to respective states only,

using these powers include Gift tax, wealth tax and

which appropriate these taxes.

expenditure tax.
State’s power Towards Sales Tax
The sales tax on consumer goods such as

Sales tax in case of Inter-state trade of goods
(except newspapers) is levied and collected by the
centre but such proceeds are assigned to states. This

toothpastes, soaps, daily use items, electronic items

is known as Central Sales Tax.

etc. are imposed, collected and appropriated by state

GST Bill a Constitutional Amendment

governments. However, newspapers and newspaper

The Indian Constitution enumerates the

ads are exception to this. Further, there are four

taxation powers of the Centre and State under List I

restrictions to this power of the state. These include:

and List II of the Seventh Schedule. The Centre can



A state cannot impose sales tax if a good is

pass laws on the heads mentioned under List I such

produced within the state but is sold outside the

as income tax and the States can pass laws on the

state.

heads mentioned in List II such as sales tax. To

A state cannot levy sales tax if the sale and

introduce the GST, which will sub some many of

purchase is taking place for items due for export.

these taxes, hence requires amendment of the

A state cannot impose tax on interstate trade and

Constitution. The Bill that will include the exact form

commerce of goods

and processes of the GST will be drafted and moved

State cannot levy a tax on a good that has been

in both Houses after consulting with the States.





declared of special importance by parliament.
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II. CONCLUSION
The GST was established to subsume
various indirect taxes levied at different levels,
reducing the red-tape, plugging leakages and paving
the way for a transparent indirect tax regime.
Therefore, considering the constitutional amendments
carried out by the government, autonomy of the
States is not expected to be impacted by the
implementation of GST.
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A STUDY ON IMPLEMENTATION OF
GOODS AND SERVICE TAX IN INDIA
Dr.P.CHENNAKRISHNAN
Assistant Professor, Department of Economics,
Thiruvalluvar University, Serkkadu Vellore -632 115.

N.MOHANA GAYATHRI
Ph.D. Research Scholar, Department of Economics,
Thiruvalluvar University, Serkkadu, Vellore – 632 115
Abstract
GST is an indirect tax which will subsume

department levy taxes on individual or organizations

almost all the indirect taxes of central government

for income, customs duties, service tax and central

and states governments into a unified tax . As the

excise. However, the agriculture based income taxes

name suggests it will be levied on both goods and

are levied by the respective state Governments. Local

services at all the stages of value addition. It has dual

bodies have got the power to compute and levy taxes

model including central goods and service tax

on properties and other utility services like drainage,

(CGST) and states goods and service tax (SGST).

water supply and many others. The past 15 years

CGST will subsume central indirect taxes like central

have witnessed tremendous reformations of the

excise duty, central sales tax, service tax, special

taxation

additional duty on customs, counter veiling duties

rationalization of the rates of tax, simplification of

whereas indirect taxes of state governments like state

the different laws of taxation has even been republic

vat, purchase tax, luxury tax, octroi, tax on lottery

of India.

system

and gambling will be replaced by SGST. Integrated
goods and service tax (IGST) also called interstate

the interstate transactions of goods and services and

1.

has

Goods and Service Tax (GST in India)
2.

To study on prospects in Implementation of
Goods and Service Tax (GST) in India
III. METHODOLOGY
Researcher used an exploratory research

journals, annual reports, newspaper and magazines

simplified taxation system, wherein an authoritative

covering wide collection of academic literature on

segregation

Goods and Service Tax.

been

a

the

and

has

got

from

techniques based on past literature from respective

I. INTRODUCTION
India

Apart

To study about the challenges of Introduction of

to further assure that the tax should be received by
the importer state as GST is a destination based tax.

India.

II. OBJECTIVE

goods and service tax is also a component of GST. It
is not an additional tax but it is a system to examine

in

well-structured

done

among

Central

Government, the different state Governments as well

Timeline of GST in India

as the Local bodies. The department of revenue under

In 2000, an empowered committee was set

the government of India’s ministry of finance is

up by NDA government under the chairmanship of

solely responsible for the computation of tax. This

Asim Das Gupta to design GST model With UPA in
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power union finance minister, Mr. P. Chidambaram,

should be passed with more than ¾ vote

proclaimed the implementation of GST

from

representatives present. The quorum of council is

April2010 in budget of 2007and set up an

raised from proposed 1/3 to half by standing

empowered committee of state Finance ministers to

committee. But the proposed 115 amendment

work with center. Therefore, on 10 May 2007 Joint

bill was lapsed with dissolution of 15 th Lok

Working Group was set up by empowered committee

Sabha. On 19 Dec 2014 after making slight

of state finance ministers which submitted the report

changes

in Nov 2007.First detailed discussion paper on

redefined it in 16thLok Sabha as 122nd

structure of GST was introduced by empowered

amendment of constitution. On 6 may 2015 it

committee in Nov 2009 with the objective of

passed in lower house of government. Currently,

generating a debate and get ting the inputs from all

the 122nd constitutional amendment is cragfasted

stakeholders. It suggested a dual GST Module along

in Rajya Sabha where it has to passed with 2/3rd

with a GST council and finally in March 2011,

majority in order to be implemented from 1April

th

constitution 115 amendment bill was introduced to

in

GST

Bill,

NDA

government

2016.

draw up laws for implementing GST. It includes the

Features of Proposed GST Ambit of GST

followings:





Setting up of GST council by the president

except the exempted goods and services and on

within 60 days of passage of bill. The council

transactions below the threshold limit.

will chaired by union finance minister and its





Exempted goods and services include alcohol for

members includes MoS for revenue and finance

human consumption, electricity, custom duty,

ministers of states. It will work on GST rates,

real estate.[Proposed article 366(12A)]


exemption limits etc.


It is applied to all taxable goods and services

Petroleum products [crude oil, HSD(high speed

Setting up of a GST Dispute Settlement

diesel),motor

spirit(

Authority having three members to resolve

ATF(aviation

turbine

dispute arising among states and take action

exempted from GST till the GST Council

against states.

announces date of their inclusion.

GST

Amendment

parliamentary

Bill

was

committee

on

referred
finance

to



for

petrol),
fuel)]

natural
are

gas,

initially

Tabaco products are included in GST along with
central excise tax.

evaluation. In Aug 2013 the standing committee

Imposition and Collection of GST

submitted the report and recommended that



The power of making law on taxation of goods

proposed Dispute Settlement Authority should

and services lies with both union and state

be removed and its mechanism should be given

legislative assemblies. A law made by union on

to GST Council itself. It also recommended that

GST will not overrule a state GST law.(proposed

GST Council should take decision by voting

article 246A)

rather than consensus. The representation in the
GST Council should be 1/3 from central and rest



GST has two components CGST and SGST as
discussed above. CGST will be collected by

2/3 from states. The decision in the council
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central government whereas states governments

distributed to imported states as GST is

will collect SGST.

destination

IGST is levied on supplies in the course of

distribution between center and states is decided

interstate trade incuding imports which is

on recommendation of GST Council.(proposed

collected by central government exclusively and

article 269A.

based

tax.

The

proportion

of

Asian Countries GST various Year Implemented
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
GST Council



Country
Bangladesh
China
India
Iran
Japan
Jordan
Kazakhstan
Kyrgyzstan
Lebanon
Mongolia
Nepal
Pakistan
Papua New Guinea
South Korea
Sri Lanka
Taiwan
Tajikistan
Turkmenistan
Uzbekistan

GDP Per Capita
743
5,445
1,509
NA
45,903
4,666
11,357
1,124
9,413
3,129
619
1,189
1,185
22,424
2,835
NA
935
5,497
1,546

Year of Implementation Current Rate (%)
1991
15.0
1994
17.0
2005
12.5
2008
5.0
1989
5.0
2001
16.0
1991
12.0
1999
20.0
2002
10.0
1998
10.0
1997
13.0
1990
16.0
2004
10.0
1977
10.0
2002
12.0
1986
5.0
2007
20.0
1993
15.0
1992
20.0
 Registration threshold limit for GST

It is set up by president under article 279-A. It is



GST floor rates

chaired by union finance minister.



Special rates during calamities

It will constitute union minister of state in charge



Provision with respect to special category states

of revenue and ministering charge of finance or
taxation or of any other field nominated by state

specially north east states


rd

governments. The 2/3 representatives in council
are from states and 1/3rd from union.


It may also work as Dispute Settlement
Authority for GST.

Additional 1% Tax
th

The decision of council is made by 3/4 majority



Additional 1% tax on interstate taxable supply of

of the votes cast and quorum of council is 50%.

goods which is levied by center and directly



It will make recommendations on

portioned to the exporter state (origin state).



Taxes, surcharge, chess of central and states





This tax will be charged for two years or for

which will be integrated in GST.

longer time period recommended by GST

Goods and services which may be exempted

Council.

from GST


Interstate commerce – IGST- proportion of
distribution between state and center
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Compensation to States

manufacturing industry and incite states to import



For maximum of 5 years union will compensate

more in order to increase their tax revenue. It is not

states for the revenue losses arising out of GST

good for manufacturing industry as well as for India

implementation.

because boosted manufacturing sector is the main

This compensation will be made on the

driver of our economic growth in future. For

recommendation of GST Council.

temporarily relief to industrialized states additional



1% tax for two years on interstate sale and supply of

Advantages of GST
Under GST regime the burden of taxation

goods is proposed in GST. Bit with 1% additional

will be allocated fairly between manufacturing and

tax, the main objective of GST to minimize cascading

services via lower tax rates resulting in increased tax

effect of taxes is fading out. So, to minimize

base and minimized exemptions. It is anticipated to

cascading effect this additional tax at least should not

help in establishing an effective and transparent tax

be levied on supply of interstate goods.

administration. It is expected to remove the cascading

Challenges in Implementing GST

effects of taxes and help in establishing of common



Note ban has huge impact on the Goods and

national market. Apart from this some more

Services Tax (GST) a serious doubt on

advantages of GST are listed below:

implementing GST by the central government`s

Compensation to States

targeted deadline of April 1, 2017..

Currently, VAT is highest contributor in tax



The impact of the November 8 demonetization of

revenue of state governments. But after GST reform

high-value

this will subsumed along with surcharge and cess into

economies to underline that it is not the

GST. Due to which state governments will occur

appropriate time to implement. That could have a

revenue loss for sure and they will be more

unstable effect on the economy.

dependent on finance commission for tax devolution



currency

on

their

respective

The Centre continues to be un compromising on

(currently 42%). To neutralize their revenue losses

the issue of jurisdiction over assesses, the states

states are demanding compensation from union

maintain.

government. As per 14 finance commission union has



Political reasons are determining the fate of

to compensate states for maximum of five years with

GST, which is not the correct thing, because

tapering effects.

years 100%

ideally GST is an economic and tax reform, and

compensation reduced to 75%and 50% in fourth and

economic and tax reforms should not be dictated

fifth year respectively. This compensation by union

by political.

For

first

three

will lead to fiscal burden and may not fulfill the fiscal



Manufactures, traders and society are eagerly

deficit target of 3% by March 2017 announced by

waiting not only for the date of introduction of

finance minister in 2015 budget. This fiscal target

GST but also for the rate application to the

must be achieved for faster economy growth and full

products and services.

capital account convertibility in future. Industrialized



GST will also have impact on cash flow and

states will be at loss in GST regime due to its

working capital. Cash flow and working capital

destination based feature. It will demotivate the

of business organizations which maintain high
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inventory of goods in different states will be





Analysts say that real estate market will be

adversely affected as they will have to pay GST

cramped by GST and it may result in 12% down

at full rate on stock transfer from one state to

turn in demanded of new houses because of

another. Currently CST/VAT is payable on sale

increased cost up to 8%. (A study commissioned

and not stock transfers.

by Curtin university of technology)

Implementation of GST in Unorganized sectors
i.e, unregistered firm will be unfavorable to
government.

Registration Threshold Limit

IV. CONCLUSION
The GST System is basically structured to
simplify current Indirect Tax system in India. A well
designed GST is an attractive method to get rid of

At present there are different threshold

deformation of the existing process of multiple

limits for VAT (5 lacs), service tax (10 lacs) and

taxation also government has promised that GST will

excise duty (1.5 crore). But for implementation of

reduce the compliance burden at present there will be

GST common threshold limit for all indirect taxes is

no distinction between imported and Indian goods &

required. It will turn into a conflict between state and

they would be taxed at the same rate. Many Indirect

center. States want to fix the limit as 10 lacs opposing

Taxes like Sales Tax, VAT etc., will be finished

25 lacs limit suggested by union. The lower threshold

because there will be one tax system i.e. GST, that

limit will broaden the tax base and increase the

will reduce compliance present burden. GST will

revenue of government but it will also require a

face many challenges after its implementation and

dandy IT infrastructure, to address the database of

will result to give many benefits. In overall through

increased assess, which is presently missing out in

this study we conclude that GST plays a dynamic role

Indian states. IT infrastructure will play a vital role in

in the growth and development of our country.

implementing IGST as union will electronically
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POSITIVE AND NEGATIVE IMPACT OF
GST ON INDIAN ECONOMY
R. ARUNA
Pattammal Alagesan College of Arts and Sciences ,
Athur, Chengalpattu.
Abstract
India is going through a lot of change right

and indirect Direct taxes are paid to the direct

now, first demonetization attempt to curb the black

government by the taxpayer in the form of direct

money and eradicate corruption and now a few

taxes such as income tax, wealth tax. Corporation tax.

months later GST bill to make sure there should be

While indirect tax is levied on goods and services

no space for the reasons of corruption which will

rather than income or profit.

directly boost our Indian economy. Goods and
Services Tax popularly known as GST a single tax on
the supply of goods and services, right from

the

manufacturer to the consumer. Credits of input taxes
paid at each stage will be available in the subsequent
stage of value addition, which makes GST essentially
a tax only on value addition at each stage. This
research paper highlights the positive and negative
impact of the GST in the Indian Tax System.
Keywords:

GST in India, Impact of GST, Tax

II. OBJECTIVES

system in India, Mechanism of GST, feature,
impact, prices, Indian Economy.
I. INTRODUCTION
Goods & Services Tax is a comprehensive,
multistage, destination-based tax that will be levied
on every value addition. Goods and Service Tax
(GST) implemented in India to bring in the ‘one
nation one tax’ system, but its effect on various
industries will be slightly different. The first level of
differentiation will come in depending on whether the

To study the features of GST


To evaluate the advantages and challenges of
GST



To furnish information for further research work
on GST



To find out difference between present indirect
taxes and GST.



To identify benefits and challenges of GST after
implementation.
III. METHODOLOGY

industry deals with manufacturing, distributing and

The study is based on secondary sources of

retailing or is providing a service.
India is the center of the country where
people pay lots of taxes which create illusions in the
people. At present we pay two types of taxes, direct

data/

information.

newspapers

and

Different

relevant

books,

websites

journals,

have

been

consulted in order to make the study an effective one.

Mayas Publication IFS- 1.14 |SJIF-2016-3.343|SJIF -2017- 4.253|ISI-0.67

Page 38

Emperor International Journal of Finance and Management Research ISSN: 2395-5929


Luxury Tax

Under GST, the government has fixed GST



Entry Tax (All forms)

rates on 1,211 goods and 500 services in the range of



Taxes on lottery, betting & gambling

five to 28 per cent. Certain items such as alcohol,



Surcharges & Cesses.

Exemptions Under GST

petrol, diesel and natural gas will be exempt under
the GST. In addition to these, the GST Council has
also classified certain items under the 0 per cent tax
rate, implying that GST will not be levied on them.
This list includes items of daily use such as wheat,
rice, milk, eggs, fresh vegetables, meat, fish, sindoor,
bindi, stamps, judicial papers, printed books,
newspapers, bangles, handloom, bones and horn
cores, bone grist, bone meal, kajal, children's' picture.
Slabs

1.

New
GST
Rates
0

Current
Rates

Products

------

Food grains used by
common people
2.
5
Up to 9% Edible oil, spices,
tea, coffee
3.
12%
9%-15%
Computers,
processed food
4.
18%
15%-21% Soaps, oil, shaving
sticks
5.
28%
21%
Luxury goods
(luxury cars,
tobacco, aerated
drinks)
Existing Indirect Tax Structure in India

Positive impact of GST on the Common Man
The nationwide GST will overhaul India's
convoluted indirect taxation system and unify the
over $2 trillion economy with 1.3 billion people into
a single market.


A unified tax system removing a bundle of
indirect taxes.



Removes cascading effect of taxes.



Manufacturing costs will be reduced, hence

Central Taxes

prices of consumer goods likely to come down.



Central Excise duty



Additional duties of excise



Excise duty levied under Medicinal &



Lower prices will increase demand/consumption.



Toiletries Preparation Act



Increased demand will lead to increase supply.



Additional duties of customs (CVD & SAD)



Service Tax • Surcharges & Cesses.



Reduced costs means some products like cars,
FMCG etc. will become cheaper.

Hence, rise in production of goods.


The increased production will lead to more job
opportunities in the long run. But, this can

State Taxes


State VAT / Sales Tax

happen only if consumers actually get cheaper



Central Sales Tax

goods.



Purchase Tax



Entertainment Tax (other than those levied



by local bodies)



A unified tax regime will lead to less corruption
which will indirectly affect the common man.
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the Government of India after the Demonetization of

Negative impact of GST on the Common Man


Services will become expensive e.g. Telecom,

the money in 2016.
V. REFERENCES

banking, airline etc.


It shall take considerable time to understand its

1) Keshap, P. K. (2015). GST–Goods and Services
Tax in India. J Glob Econ,

implications.
However, GST is a long term strategy and
the real impact can be seen in the long run only.
India has adopted dual GST instead of national GST.

2) Nath, B. (2017). Goods and services tax: A
milestone in Indian economy. IJAR,
3) GST impact on economy: Five things to watch
out for” hindustantimes.com

It has made the entire structure of GST fairly
Proposed GST Rate Is Higher Than VAT
The rate of GST is proposed to be higher
than the current VAT rate in India, which although
reducing. The price in the longer run will be of no
help in cutting down prices of commodities.
Dual Control
A business will be indirectly controlled by
both the Centre and the State in all tax related
matters. The State will lose autonomy to change the
tax rate which will be regulated by the GST Council.
Loss Incurred by the Manufacturing States
Since GST is mostly related to the
manufacturing segment, most manufacturing states
may incur losses. But the government has proposed
to compensate for those losses for a period of 5 years.
IV. CONCLUSION
There are approx. 140 countries where GST
has already been implemented. Some of the popular
countries being Australia, Canada, Germany, Japan,
and Pakistan, to name a few. Implementation of GST
impacts

a

negatively.

nation
Ignoring

both

ways,

negative

positively
aspects,

and

positive

aspects can be taken into consideration, in order to
improve the economy of the country. In order to
measure the Impact the GST we need to wait for the
time and the Government needs to communicate
more and more about the systems. It could be a good
way to reduce the black money and good effort by
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IMPACT OF GST ON EDUCATION
SECTOR
SHAFFANA YASMIN,
PG & Research Department of Commerce,
The New College, Chennai.
Abstract
The literacy of the nation plays a major

That’s why education sector enjoys lots of tax

role in the stability of a nation. It is the foremost

exemption as they are not taxed or comes in the

sector of an economy on which the future of that

negative list. After implementation of GST, the

particular economy is based. Similarly, the

similar situation continued with the tax exemptions

government of India has also made it a

for the sector being retained and the most important

fundamental right after passing the most ambitious

thing is that educational services and services

act in the parliament in 2009 i.e., Right of Children

related to the education/higher education provided

to Free and Compulsory Education Act. Thus, it is

to the students are covered under the GST exempt

a duty of the country to provide quality education

list. Here educational institutions mean any of the

at an inexpensive rate. Following this duty, the

institutions providing services by way of:

GST Council tried to put the education sector away



from the GST regime similar as other services are

higher secondary school or equivalent or


exempted.

Pre-school education and education up to

I. INTRODUCTION

Education as a part of a curriculum for
obtaining a qualification recognized by any

The Right of Children to Free and
Compulsory Education Act of 2009 has made

law for the time being in force; or


education not only compulsory but has also made

Education as a part of an approved vocational
education course

the Govt. responsible to provide education at

Following

economical rates. The Council has kept education

Exempt under GST

sector



free

from

its

ambit.

Services related to education, provided by any
educational institution to its students, faculty and

Education

Curriculum

related

related

or

services

course

are

materials,

Assessment and examination fees,


Student

administrative

services

such

as

staff like transportation, catering, mid-day meals,

registration, printing of academic transcripts,

admissions, examinations, housekeeping etc. have

issuing or replacement of student cards, late

been exempted under GST. The educational

fee payments, administration of the library etc

institutions that have been granted the exemption



Excursion and field trips related to the course

from GST are pre-schools and higher secondary

of study or part of curriculum requirement,

educational institutes both private and Govt.This

except for food and accommodation supplied

article attempts to clear the fog surrounding GST

on those trips

and analyse its effect on education.
Impact of GST on Education Sector
Indian government’s foremost priority is



Services provided by educational institutions
to students, faculty, and staff. Transportation
of students, faculty, and staff

to provide low-cost education to one and all.
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Catering, including any mid-day meals scheme



sponsored by the Government;



Following are not exempt from GST
provided

by

third

parties

Security or cleaning or house-keeping services

like musical instrument, computers, sports

performed in such educational institution;

equipment,

Services relating to admission to, or conduct of




secondary



2 year full-time residential PG programs in

Food and accommodation supplied for
excursion as described above,

Exemption has also Been Granted to The
Services Provided by The IIM

After school activities offered directly by
third parties,

examination by, such institution; up to higher



Supplies

Uniform, stationery, and other non-academic
related supplies

Management for Post Graduate Diploma in

The school will not impose GST on the

Management, admission in which is granted

taxable supplies immediately but there might be

via CAT

some adjustment to the prices of school taxable



Fellowship programs in Management

supplies in the event the cost is higher to procure



5 Year Integrated Programs in management

those supplies.

studies

(but

excludes

the

II. CONCLUSION

Executive

"Knowledge is an eye for the blind, ears

Development Program).
The Education Provided by below are also

for the deaf, strength for the weak and all in all it is

Exempted Under GST

a boon for the mankind”. A person who is blind is







National skill development corporation set

weak only in one sense but the one who is

up by Indian government

uneducated is weak by all senses. If a country

National skill development corporation

wants to grow manifold than building infrastructure

approved sector skill councils

for education and educated infrastructure (people of

National skill development corporation

the country) is a pre-requisite. That’s why the much

approved assessment agencies

thoughtful leaders of India have spared the

The national skill development programs

education sector all along from levy of taxes

approved by NSDC

considering the importance of the same for the

A vocational skill development program

country.

approved under national skill certification
and monetary reward scheme


Any scheme implemented by NSDC with
training partners



Apart from the above, the educational
training

and

coaching

provided

by

coaching centers are not exempted under
GST.
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IMPACT OF GST ON HUMAN RESOURCES
MANAGEMENT IN INDIAN INDUSTRY
Dr. R. SRINUVASAN
Assistant Professor in Commerce,
Tagore Arts and Science College,
Chromepet, Chennai-600044.
I. INTRODUCTION
The GST introduced in India as per the 101 st

as per GST requirement and conditions to maintain

amendment of the Constitution of India, which is

and enhance employee relations. Hence, the HR

recognized as the constitution (One Hundred and

professional have engaged in assessing the effects of

First Amendment) Act, 2016. It is nothing Value

GST on their transactions in respect of employees

added tax (VAT), which a comprehensive tax

under various categories.

wherein an authoritative segregation has been done

II. COMPENSATION SYSTEM

among Central Government, the different State

The HR Department of the organization is

Government and local bodies. The Department of

required to take appropriate measures to determine

Revenue under the ministry of Finance, Government

compensation packages to their employees by

of India.

considering
The recent introduction of the goods and

service tax(GST)

different

dimensions

such

as

qualification, nature of job, salary expectations,

has created major changes to

availability, his contribution towards organization

everyone including large scale industrial projects,

and psychological aspects. It is already a difficult

small and medium scale units, managers, employers,

task for HR specialist to fix wages – salary and wage

employees and even common public. Everyone is a

differentials acceptable to employees and leaders.

consumer at different stages. GST is complex and

For every business unit it is always profitable to

comprehensive

by

retain and develop existing human asset of the

government of India on absorbing multiple taxes like

organization. Because the process of hiring new

excise duty, service duty, value added tax etc. by

employees can be long, expensive and cumbersome,

amalgamating State and Central tax polices GST is a

therefore most companies employ the strategy of

two tiered ‘One country, one tax’ regime.

HRM to promote longevity of employees with the

taxation

policy

adopted

This is a biggest fiscal reform in India
w.e.f.1

st

July 2017, which has compelled every

company because through this an employee is likely
to progressively scale up the managerial ladder.

business unit even sole proprietors to cope up with

Importance of Compensation as a Motivation Tool

GST regime. The comprehensiveness of GST has not

in HRM

spared any industrial functions including Human

According to Bates, two mission-level

Resource Development activities in the organization.

objectives should guide HRD practice. The first

HR department is required to revise and restructure

objective emphasizes HRD as a strategic asset. HRD
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objectives should address the long term performance

their employees at subsidized rate to commute from

goals of the organization and help ensure that those

home to work place. As per GST provision is

goals are met. The second mission-level objective is

transportation facility is a part of service contracts it

to enhance learning, human potential and high

will not be considered as supply by the employer and

performance in work systems in ways that contribute

this will not attract GST. It means if the company

to substantial human development. (Dr. Tare and

engages in direct cab/bus facility without any charge

Wakode 2012), the compensation package act as an

to employee, GST will not be made applicable. In

motivation tool to the employees to explore potentials

case of contract on behalf of employees, if GST is

in them and also to contribute high efficiency

charged to a company can later claim taxes paid on

towards their assignments.

cab/bus expenses as a credit if they provide service to

Impact of GST on Compensation System

employees at open market value. The company has to

HRM

is a comprehensive term and not to

play a role as a mediator to recover transportation

merely cover the payroll spectrum, or maintain the

cost on behalf of employees.

Human

Effect on Subsidized Free food

Resource

Information

System

(HRIS)

database, or merely ensure compliance issues and the

Most of the companied provide canteen

continuance of ethical and legal dynamics within the

facility by offering food cost or at subsidized rate in

organization are maintained. HRM seeks to involve

their regular work day. If in case company provides

all participants of the organization through the

this incentives to employees by paying to the outdoor

motivation of continuous enhancement, development,

caterers, the GST will be applicable on such

and career progression for every member of the team

payments at the rate of 18% and on alcohol products

to achieve overall vision, mission and goals of the

VAT

organization as a whole including employees. The

transportation service, the company has to play role

recent induction of GST has affected the HR

as a mediator to recover cost from employees by

activities from different angles,

paying to the outdoor caterer. It means the company

Inter Departmental Conflict

has to alter their existing contract with the caterer to

as

per

state

Government

Rules,

like

An immediate effect of GST has been

show canteen expenses as a service to employees at

experienced by the sales staff. Most of the time sales

open market rate to claim the reimbursement of GST

and other staff goes on field to conduct a business

as input tax.

representation. They stay in hotels and also spend

Ceiling on Corporate Gifts

money on food. Recently the GST at the rate of 12 to

A difficult task before HR Department is to

18% has been charged (Now, it is reduced to 5%, but

retain

quality

human

resources.

Hence,

the

in case five star Hotels it is remained at the rate of

companies offer attractive gifts on different occasions

18%), which is above the regular payment received

like birth day, diwali festival, fare-well and so on to

by an employee from the Account department.

their employees. Generally, the gifts offered to all

Effect on Transportation Policy

employees or an individual in the form of wrist

Many companies provide transportation

watches, luggage, baggage, wall clock, mobiles

facility in the form of free cab pick-up bus services to

handsets (for personal use), and cash purses and so

Mayas Publication IFS- 1.14 |SJIF-2016-3.343|SJIF -2017- 4.253|ISI-0.67

Page 44

Emperor International Journal of Finance and Management Research ISSN: 2395-5929

on. The introduction GST has attracted tax on such

get proper reimbursement of claim and other

gifts if the total value of gifts crosses the ceiling of

benefits.HR Department must appoint GST liason

Rs. 50000 in a particular financial year. This is

person to plan an innovative services without

applicable in case of gifts offered to an individual

affecting the regulatory services. HR Department

employee also.

must list activities affecting employees’ on the basis

Effect on HR Consultancy

of Direct Cost and Indirect Cost. GST on Travelling,

The companies may seek consultancy

hotel accommodation etc. can be direct cost and

service from external HR agencies in respect of

Education, Medical reimbursement as Indirect Cost.

Executive Personnel Search service, labour contract

HR Department must revise transportation facility as

services, Permanent Placement Services, Temporary

a part of contract either between employee and

and Contract Staffing Services, Long Term Staffing

company

Services (Pay rolling), Temporary staffing to

company. To avail benefit of input tax credit. There

permanent

Co-employment

is a need to provide direct transportation facility to

staffing services and other employment and labour

safeguard the liability of GST on the company. It is

supply services. It should be noted by HR

task of HR Department to plan the policy of offering

Department that GST at the rate of 18% would be

gifts in the financial year to ascertain the applicability

applicable for those services.

of GST. The expert tax consultants’ and IT personnel

Favorable Impact on some of Compensation

need to be recruited or hired to meet the requirement

placement

services,

The recent GST provision have excluded

or

between

cab/bus

contractor

and

of organization.

some of the incentives, a part of compensation
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III. CONCLUSION
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AN ECONOMIC OVERVIEW:
CHALLENGES AND IMPACT OF GST
G.REVATHI
Assistant Professor,
Pattamal Alagesan College of Arts and Science,
Attur, Chengalpet.
Abstract
Goods and service is very comprehensive

are with final GST bill passed by the parliament.

tax levy on manufacture, sale and consumption of

Since taxes are only means for financing the public

goods and services at a national level. Nowadays it

goods because they cannot be properly priced in the

is one of the important steps towards the

market. Government is only the resource of funding

development of the country. At the Present time it is

using the taxes methods. Taxes are the drivers of

one of the major tax revolutions which is all set to

the economy. Tax regimes should be planned in

incorporate the state and national economy to

such a manner that is does not become the source

boost the overall development of the country.

of alteration in the market or result in failure of

Presently companies and businesses pay multiple

market. Raising a sufficient amount of revenue is

taxes which increase the cost of product and also

main aim of tax law in efficient, effective and

hamper the profit level of the company. Multiple

equitable manner. Tax policies are important

tax and complex taxation system is one of the

contributor to the economy in both the cases

biggest hurdles for economic growth of the country.

efficiency and equity. Good tax system should keep

Once the GST system is applied there would be

in view the issues of income distribution and also

single tax system which would record a major

focused on strategy to generate tax revenues to

development in comprehensive indirect taxation

support

reform. Under the GST system there would be only

services and infrastructural development. GST

on rate applicable for both goods and services.

stands for Goods and Service Tax. Domestic trade

GST will create a business friendly environment, as

tax will be levied in the form of a value added tax

prices will fall and it would also control the

on all goods and services; in practice with some

inflation rates. An attempt is made in this paper to

exemption VAT exempts all inputs including

study the concept of goods and service tax and its

capital goods. Additionally it is general tax is on

impact on Indian economy. This analysis also aims

domestic consumption. Essentially there is need to

to know the advantages and challenges of GST in

adjust the taxation pattern, as double taxation

Indian scenario.

system

Keywords: Goods and service tax, economic

consumption of products. It also impacts spending

development, Indian economy and value added

pattern of public. Development of the economy

tax.

depends on the purchasing power of the country.
GST

I. INTRODUCTION
Taxation

plays

a

very

essential

in

government

demotivates

expenditures

the

is convenient and

organized

way

of

taxing

on

public

consumer

from

economically
the

well-

consumption.

economic development of country. With much

Fundamentally there are very few exemptions

awaited GST system and in detail analysis, here we

because it has single rate and it becomes a
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proportional tax on consumption. One level of tax

of GST. There is no doubt, GST will simplify its

is efficient way of collection, because it either goes

existing indirect tax system and will have to help to

to the state or central level. Multiple level of tax is

remove inefficiencies created by the existing

alteration in case of destination of tax collection.

current heterogeneous tax system, only if there is a

Tax should go to the state in which the

clear consensus over issues of threshold limit,

apprehensive consumer lives. It will routinely take

revenue rate, and inclusion of petroleum products,

place if tax is levied at the central level or state is in

electricity, liquor and real estate.

unitary level with the one and only point of tax

Synthesis of Research

group. GST has to be implementing at central level

The perception of Goods and Service Tax

i.e. in one level, it has to face many challenge at

(GST) is one of the major revolutions in decades

central level

around the world. It seems that India is enchanting
II. Literature Review

Poonam, 2017 in her study, she had
cleared that GST would be a very important step in

very slow steps to meet goal. This investigate
intends to focus on understanding concept of goods
and service tax and its impact of Indian economy.

the field of indirect taxation. The cascading and

III. OBJECTIVES

double taxation effects can be reduced by combing
central and state taxes. Consumer’s tax burden will

1. To investigate the concept of Goods
and Services Tax (GST)

approximately reduce to 25% to 30% when GST is

2. To investigate the impact of GST on

introduced. After introduction of GST concept,

Indian Economy

Indian manufactured products would become more

Methodology

and more competitive in the domestic and

The investigation focus on study of

international markets. This taxation system would

Secondary data collected from various books,

instantly encourage economic growth.GST with its

national & international journals, government

transparent features will prove easier to administer

reports, publications from various websites which

.In this paper the author has tried to attempt to spot

has been published and focused on various aspects

the concept of GST & its current status in India.

of Goods and Service tax.

Paper has tried to give information about GST

Concept of Goods and Service Tax

system. The study also aims to be familiar with the

GST or Goods and Services Tax are

advantages and challenges of GST in Indian

applicable on provider of goods and services. It

scenario.

will replace the present taxes of excise, VAT and
Shefali Dani has proposed that GST

service tax. Presently there are different VAT laws

regime is a half-hearted attempt to rationalize

in

different

indirect tax structure. Approximately more than

particularly when businesses sell to different states.

150 countries have implemented GST concept. As

Also, most businesses have to pay and comply with

per researcher government of India must study the

3 different taxes – excise, VAT, and service

GST regime set up by various countries and also

tax.GST will bring uniform taxation across the

their fallouts before implementing gst. IT is the

country and allow full tax credit from the

need of hour that, the government must make an

procurement of inputs and capital goods which can

attempt to insulate the vast poor population of

later be set off against GST output liability. This

India, against the inflation due to implementation

reform gives equal footing to the big enterprises as
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well as SMEs. The aim of GST is thus to simplify

Components: GST will be basically divided into

tax hurdles for the entire economy. Who will have

two components i.e namely, Central Goods and

to pay GST? GST will be paid by all manufacturers

Service Tax and also State Goods and Service

and sellers. It will also be paid by service providers

Applicability: GST will be also applicable to all

such as telecom providers, consultants, chartered

the Goods and Services sold and provided in India,

accountants etc. However, being an indirect tax,

only except from the list of exempted goods which

GST will be ultimately borne by the end

fall outside its purview.

consumers, just like in the current process What

Payment: At central and State level GST will be

kind of GST will be implemented in India? India

paid separately.

will implement the Canadian model of Dual GST,

Credit: The facility of Input Tax Credit at Central

i.e., both the Centre and State will collect GST.

level will only be available in respect of Central

GST is a destination based tax system. Supply of

Goods and Service tax.

goods and services are base for charging tax. GAT

Impact of GST on Indian Economy

is very comprehensive indirect taxation system on

Expect reduction in prices of:

manufactured product and services, sale and



consumptions of goods and services at national

FMCG

goods



Eating out

after independence till the date. GST is very



Small cars

comprehensive indirect taxation system on goods



DTH



Luxury cars

the Constitution Bill defines GST as “goods and



Tobacco

services tax” means any tax on supply of goods, or



Aerated beverages

services or both except taxes on the supply of the



Textiles

the clause 366(26A) of the Bill defines “Services”
means anything other than Goods. Thus it can be
said that GST is a comprehensive tax levy on

shampoos,

Increase in prices of:

biggest tax reform in country. Clause 366(12A) of

alcoholic liquor for human Consumption. Further

as

chocolates

level.GST is going be one of the biggest tax reform

manufactured and services provided. It is one of the

such

Advantages of GST
For Citizen
Simpler tax system


manufacture, sale and consumption of goods and

Reduction in prices of goods and services
due to elimination of cascading.

services at a national level. The proposed tax will



Uniform prices throughout the country.

be levied on all transactions involving supply of



Transparency in taxation system.



Increase in employment opportunities.

goods and services, except those which are kept out
of its purview.
GST – How It Works In India?
GST is based on the grounds of VAT. Same set-off
system is also available in the respect of the taxes
paid in the previous level against GST charged at
time of sale. Following are some of the module of
GST.

For Trade/Industry


Reduction in multiplicity of Taxes



Mitigation of cascading /double taxation



More efficient neutralization of taxes
especially for exports



Development

of

common

national

market.
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Simpler

tax

regime-fewer

rates

exemption.
For Central/ State Governments
A unified common national market to

GST return filing, tax payments, IGST settlements
etc. Thus there should be a robust IT backbone
Extensive Training to Tax Administration
Staff: GST is absolutely different from existing

boost Foreign Investment and “Make in India”

system.

campaign Boost to export /manufacture activity,

administration staff at both Centre and state to be

generation of more employment, leading to reduced

trained properly in terms of concept, legislation and

poverty and increased GDP growth.

Procedure.

It,

therefore,

requires

that

tax

Improving the overall investment climate

Additional Levy on GST: The Purpose of

in the country which will promote the development

additional Levy is to compensate states for loss of

of the states. Uniform SGST and IGST rates to

revenue while moving to GST. We acknowledge

reduce the incentives for tax avoidance. Reduction

that fundamental purpose of GST is to make

in compliance costs as no requirement of multiple

“INDIA” as one state where inter-state movement

record maintenance.

of goods is common. In this situation, it would

Challenges of GST in Indian Context

defeat the very purpose of GST in the country.
IV. CONCLUSION

GST will be the biggest reform in Indian taxation
since 1947, but there are many challenges for its

Taxation acting as a most important role in

successful implementation. These are as under

the development of the economy as it impacts the

Consent of States: For implementing it is critical

efficiency and equity. It is execrated that an

that GST bill is approved by the respective state

exceptional

Governments in state assemblies so as to pass

distribution and at the same time it will also

majority. This is a herculean task.

endeavour to generate tax revenue which will

Revenue Neutral Rate (RNR): It is one of major

support government spending on public services

Factor for its achievement. We know that in GST

and growth of infrastructure. GST will have

regime, the government revenue would not be the

positive effect on Indian economy. GST has faced

same as compared to the current system. Hence,

lots of controversy and opposition in terms of its

through RNR Government is to ensure that its

implementation. Finally the GST bill has been

revenue remains the same despite of giving tax

established and it ready to roll out in market. Time

credits.

will only create a decision whether it will have

Threshold Limit in GST: While achieving broad

positive impact or negative impact. International

based tax formation under GST, Both empowered

trade, firms and consumer will have modern system

committee and Central Government must ensure

of tax which is single level and added visible. The

that lowering of threshold limit should not be a

innovative system of taxation is measured to be

“taxing” burden on small businessmen in the

better system greater than the pre-existing central

country

excise duty at the national level and sales tax

Robust IT Network: Government has already

system at state level. The new tax will be major

incorporated Goods and service tax network

breakthrough and a logical step towards a general

(GSTN). GSTN has to develop GST portal which

indirect tax reforms in the country.GST is not only

ensure technology support for GST Registration,

Vat plus service tax but it is enormous development

system

should

control

income

over former VAT system. A single of tax will
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facilitate keep up simplicity and transparency by
treating all goods and services come to without
giving a special management to some types of
goods and services. It can reduce the litigation on
classification of issues. It is also said that
performance of GST in Indian framework will lead
to commercial benefits which VAT has not given
and for this reason it would basically lead to
economic

growth.

GST

may

promise

the

opportunity of overall gain for industry, trade,
agriculture

and

also

to

central

and

state

government. Now Indian consumer need to have
professionalism to accept the GST. It is positive
that India will join the international standards of
taxation, corporate laws and managerial practices
and also be among the world leaders.
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Abstract
This paper is study on the impact of GST

cascading of taxes and adversely effecting growth

(Goods and Services Tax) on Indian Tax Scenario.

in Gross Domestic Production (GDP). Some of the

The goods and services tax (GST) is aimed at

limitations of the prevailing Indirect tax structure

creating a single, unified market that will benefit

are: CENVAT and VAT

both corporate and the economy. The changed

II. REVIEW OF LITERATURE

indirect tax system GST-Goods and service tax is

Agogo Mawuli (May 2014) studied,

planned to execute in India. India is a centralized

“Goods and Service Tax-An Appraisal” and found

democratic and therefore the GST will be

that GST is not good for low-income countries and

implemented parallel by the central and state

does not provide broad based growth to poor

governments as CGST and SGST respectively. In

countries. If still these countries want to implement

this study, underway with the introduction, in

GST then the rate of GST should be less than 10%

general of GST and have tried to highlight the

for growth.

objectives of the GST is trying to achieve.

Dr. R. Vasanthagopal (2011) 2 studied,

Thereafter, this study is discussed the Objectives,

“GST in India: A Big Leap in the Indirect Taxation

features, Benefits and Impact of GST; and then,

System” and concluded that switching to seamless

opportunities that GST brings before us to

GST from current complicated indirect tax system

strengthen our free market economy.

in India will be a positive step in booming Indian

Key words; GST, CGST, SGST, VAT

economy. Success of GST will lead to its
acceptance by more than 130 countries in world

I. INTRODUCTION
In India, GST was conceived in 2004, the
Kelkar Committee observed that a tax reform of

and a new preferred form of indirect tax system in
Asia also.

countrywide dual GST which would systematically

Ehtisham Ahmed and Satya Poddar

tax the consumption of almost all goods and

(2009) studied, “Goods and Service Tax Reforms

services in the economy would be able to achieve

and Intergovernmental Consideration in India” and

„a common market, widen the tax base, improve the

found that GST introduction will provide simplier

revenue productivity of domestic indirect taxes and

and transparent tax system with increase in output

enhance

resource

and productivity of economy in India. But the

allocation „Multiplicity of taxes and tax base being

benefits of GST are critically dependent on rational

fragmented between Centre and States have

design of GST.

welfare

through

efficient

resulted in a complex system of interconnected
legislations leading to substantial distortions,

Nitin Kumar (2014) studied, “Goods and
Service Tax-A Way Forward” and concluded that
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implementation of GST in India help in removing

4.

To furnish the benefits and impact of SGT

economic distortion by current indirect tax system

implemented in India.

and expected to encourage unbiased tax structure

IV. RESEARCH METHODOLOGY

which is indifferent to geographical locations.

Being an explanatory research it is based

Pinki, Supriya Kamma and Richa

on secondary data of journals, articles, newspapers

Verma (July 2014) studied, “Goods and Service

and magazines. Considering the objectives of study

Tax-Panacea For Indirect Tax System in India” and

descriptive type research design is adopted to have

concluded that the new NDA government in India

more accuracy and rigorous analysis of research

is positive towards implementation of GST and it is

study. The accessible secondary data is intensively

beneficial for central government, state government

used for research study.

and as well as for consumers in long run if its

Concept of Tax

implementation

is

backed

by

strong

IT

The word tax is derived from the Latin
word „taxare‟ meaning to estimate. A tax is not a

infrastructure
III. OBJECTIVE

voluntary payment or donation, but an enforced

The study has following objectives:

contribution,

1.

To cognize the concept of Tax and GST

authority" and is any contribution imposed by

2.

To analyses the Indian tax reforms since

government whether under the name of toll, tribute,

independence

impost,

To study the salient features and objectives of

households and your children."

3.

duty,

exacted

custom,

pursuant

excise,

to

legislative

subsidy,

aid,

GST
Major Tax reforms in India
Figure 1 show that the detailed picture of major tax reforms implemented in India from1974 to2008

YEARS
TAX REFORMS
1974
Report of LK Jha Committee suggested VAT
1986
Introduction of a restricted VAT called MODVAT
1991
Report of the Chelliah Committee recommends VAT/GST
1994
Introduction of Service Tax
1999
Formation of Empowered Committee on State VAT
2000
Implementation of uniform floor Sales tax rates Abolition of tax related incentives granted by States
2003
VAT implemented in Haryana in April 2003
2004
Significant progress towards CENVAT
2005
VAT implemented in 26 more states
2007
First GST stuffy released By Mr. P. Shome in January
2007
Joint Working Group formed and report submitted
2008
EC finalises the view on GST structure in April 2008
central excise duty, central sales tax, service tax,
Introduction of GST
GST is an indirect tax which will subsume

special additional duty on customs; counter veiling

almost all the indirect taxes of central government

duties whereas indirect taxes of state governments

and states governments into a unified tax. As the

like state vat, purchase tax, luxury tax, on lottery

name suggests it will be levied on both goods and

and gambling will be replaced by SGST. Integrated

services at all the stages of value addition. It has

goods and service tax (IGST) also called interstate

dual model including central goods and service tax

goods and service taxis also a component of GST.

(CGST) and states goods and service tax (SGST).

It is not an additional tax but it is a system to

CGST will subsume central indirect taxes like

examine the interstate transactions of goods and
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services and to further assure that the tax should be
received by the



importer state as GST is a

The taxpayer would need to submit periodical
returns, in common format as far as possible,

destination based tax

to both the Central GST authority and to the

V. OBJECTIVES

concerned State GST authorities.

The main objectives of GST



1.

To eliminate the rapid impact of taxes on

Benefits of GST

production, distribute on cost of goods and



services.
2.

Each taxpayer would be allotted a PAN-linked

GST

provide

comprehensive

and

wider

coverage

It improve the competitiveness of original



Many indirect taxes in state and central level

goods and services

included by GST need to pay a single GST

3.

It impact on the GDP growth.

instead of all

4.

To achieve the objective of streamlining



Uniformity of tax rates across the states

indirect tax regime in India



Ensure better compliance due to aggregate tax

5.

It can remove cascading effects in supply chain
till the level of final consumers.



Salient features of the GST model

By



the
of

tax

burden

Indian

the

products

in

international market

The GST shall have two components: one

Impact of Goods and Service Tax

levied by the Centre (referred to as Central

Food Industry

GST), and the other levied by the States


reducing

competitiveness

Salient features of GST model are as follows:


rate reduces.

The application of GST to food items will

(referred to as State GST).

have a significant impact on those who are living

The Central GST and the State GST would be

under subsistence level. But at the same time, a

applicable to all transactions of goods and

Complete

services.

drastically shrink the tax base.

To be paid to the accounts of the Centre and

Housing and Construction Industry

the States individually.

exemption

for

food

items

would

In India, construction and Housing sector

Since the Central GST and State GST are to be

need to be included in the GST tax base because

treated individually,

construction sector is a significant contributor to



Cross utilization of ITC between the Central

the national economy.

GST and the State GST

FMCG Sector






Ideally,

the

problem

related

to

credit

Despite of the economic slowdown,

accumulation on account of refund of GST

India's Fast Moving Consumer Goods (FMCG) has

should be avoided by both the Centre and the

grown consistently during the past three –four

States

years. Implementation of GST and opening of

To the extent feasible, uniform procedure for

F.D.I.

collection of both Central GST and State GST

Rail Sector

The States are also of the view that

This will have the added benefit of

Composition/Compounding Scheme for the

ensuring that all inter –state transportation of goods

purpose of GST

can be tracked through GST
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since independence. All sections of economy viz.,

2014.

big, medium, small scale units, intermediaries,
importers, exporters, traders, professionals and
consumers shall be directly affected by GST...One
of the biggest taxation reforms in India --the Goods
and Service Tax (GST) -- is all set to integrate
State economies and boost overall growth. GST
will create a single, unified Indian market to make
the economy stronger. Experts say that GST is
likely to improve tax collections and Boost India‟s
economic development by breaking tax barriers
between States and integrating India through a
uniform tax rate. Under GST, the taxation burden
will be divided equitably between manufacturing
and services, through a lower tax rate by increasing
the tax base and minimizing exemptions.
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A STUDY ON IMPACT OF GST: WITH
SPECIAL REFERENCE TO SMALL
BUSINESSES ENTREPRENEURS IN
TAMIL NADU
Dr.P.CHENNAKRISHNAN,
Assistant Professor, Department of Economics,
Thiruvalluvar University, Serkkadu Vellore -632 115
I. INTRODUCTION
The proposed GST is likely to change the

government expenditure on public services and

whole scenario of current indirect tax system. It is

infrastructure development. The tax laws should be

considered as biggest tax reform since 1947. GST is

such that they raise a given amount of revenue in an

one of the most crucial tax reforms in India which

efficient, effective and equitable manner. GST is an

has been long pending. It was supposed to be

indirect tax levied on domestic trade at a single rate

implemented from April 2010, but due to political

(with only very few exemptions) which becomes a

issues

various

proportional tax on consumption. It is a destination

stakeholders it is still pending. It is a comprehensive

based tax in the sense that the tax on a goods goes to

tax system that will subsume all indirect taxes of

the state in which the concerned consumer lives.

and

conflicting

interests

of

states and central governments and unified economy

GST is said to be a transparent tax law that

into a seamless national market. It is expected to iron

is expected to result in higher tax compliance.

out wrinkles of existing indirect tax system and play

Transparent in the sense that the payer of tax is clear

a vital role in growth of India. This paper presents an

about the rate of tax paid on the value of goods and

overview of GST concept, explains its features along

the amount that is to be paid as tax and the amount of

with its timeline of implementation in India. The

tax paid stated in the bill. It also aims to minimize

paper is more focused on advantages of GST and

any distortions in the economy caused by the existing

challenges faced by India in execution.

tax policy and are framed to establish a tax system

Tax policies play an important role on the

that is economically efficient. An efficient tax system

economy as they have an impact on improving the

should minimize the cost of tax compliance and

efficiency in tax administration, tax compliance and

should pave way for effective tax administration. The

tax payment. It also aims to bring about equity

disparities in the economy could be removed if there

among all states leading to overall development and

is proportional tax payment system based on the

growth of the nation. A good tax system should

spending of the individuals. The uniformity in the tax

endeavour to generate tax revenues to support

rates is to bring about free movement of goods along
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the state borders thus leading to better markets for

and expected to encourage unbiased tax structure

goods. The delay in the entry of goods along the

which is indifferent to geographical locations.

border line would be reduced. The destination-based

Pinki, Supriya Kamma and Richa Verma

value added tax on all goods and services is the most

(July 2014) studied, “Goods and Service Tax-

elegant method of eliminating disparities and the

Panacea For Indirect Tax System in India” and

state that has the ultimate consumption of goods gets

concluded that the new NDA government in India is

the tax revenue. The tax reform also aims at the

positive towards implementation of GST and it is

reduction in cost of goods and services due to

beneficial for central government , state government

elimination of cascading effect of taxes thus increase

and as well as for consumers in long run if its

in purchasing power and real income. With the

implementation is backed by strong IT infrastructure.

reduction in the cost there would be increased saving

Research Methodology

among the consumers. The investments are expected

Being an explanatory research it is based on

to increase when the savings increase. The hike in the

secondary data of journals, articles, newspapers and

investment would lead to economic development as

magazines. Considering the objectives of study

the productivity and output increasing making the

descriptive type research design is adopted to have

nation Self -Sustaining.

more accuracy and rigorous analysis of research

II. LITERATURE REVIEW
Dr. R. Vasanthagopal (2011) studied,“GST

study. The accessible secondary data is intensively
used for research study.

in India: A Big Leap in the Indirect Taxation System”

III. OBJECTIVES

and concluded that switching to seamless GST from
current complicated indirect tax system in India will

The following objectives are identified for
the purpose of the study.

be a positive step in booming Indian economy.
Success of GST will lead to its acceptance by more

1. To study the demographic profile of the
respondents.

than 130 countries in world and a new preferred form
of indirect tax system in Asia also.

2. To study the Knowledge of consumers
about GST.

Ehtisham Ahmed and Satya Poddar

3. To elucidate the acceptance of consumers

(2009) studied, “Goods and Service Tax Reforms and

that GST will lead to economic growth.

Intergovernmental Consideration in India” and found

Sampling

that GST introduction will provide simplier and

Primary

data

is

collected

from

50

transparent tax system with increase in output and

respondents on a random sampling method belonging

productivity of economy in India. But the benefits of

to various age, educational and income category

GST are critically dependent on rational design of

using a structured questionnaire.

GST.

Tools Used
Nitin Kumar (2014) studied, “Goods and

Service Tax- A Way Forward” and concluded that

The following tools were used for the
purpose of analysis data.

implementation of GST in India help in removing



Percentage analysis

economic distortion by current indirect tax system



Chi Square test
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Indian economy and this will also help in improving

Results and Interpretation
Role of Goods and Services Tax in the
growth of Indian economy” and concluded that in

the Gross Domestic Products of the country more
than two percent.

overall GST will be helpful for the development of
Table 1: Demographic Profile of the Respondents

S.No

Variables

Respondents

%

1
2
3

20-30
30-40
40-50
Gender
Male
Female
Occupation
Private Employee
Govt.Employee
Total

10
19
9

20
38
18

31
19

62
38

7
11

14
22

10
8
9
05

20
16
18
10

Business
Students/ Job Seekers
House wife
Retired Persons
Income

The

table

above

indicates

0-20000
20000-40000
40000-60000
Above 60000
that more

10
20
15
30
12
24
13
26
talks/educational programs and through auditors.

respondents are in the age group of 30 -40 years and

With regard to the opinion that GST will lead to

the number of male respondents is more. With regard

economic growth more respondents have strongly

to educational qualification more respondents are

agreed. And this opinion is significantly varying

post graduates. It is also identified that more

among

respondents are government employees and a higher

respondents with different level of education

percentage of respondents fall in the income group of

Knowledge About GST

gender

category

and

varies

among

Rs.20,000 to 40,000.The results of the study indicate

The consumers’ knowledge about GST will

that more respondents are in the age group of 30 -40,

determine their acceptance as their efficiency to

more respondents are male and are post graduates.

analyze the pros and cons GST will be more when

It is also identified that more respondents

their knowledge is more. So, the knowledge of the

are government employees and a higher percentage

consumers about GST is identified on a three-point

of respondents fall in the income group of Rs.20,000

scale.
Table 2: Knowledge about GST

to 40,000. The analysis about the knowledge of GST
among respondents indicates that more respondents
(50 percent) have medium level of knowledge.
Retailers are the important source of gaining
knowledge

about

GST,

followed

by

public

Level of Knowledge No. of Respondents
Low
11
Medium
25
High
14
Total
50
Source: Primary Data
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From the table it is inferred that 50 percent

agreed and agreed that GST will lead to economic

of the respondents have medium level of knowledge

growth. Nearly 18 percent of the respondents have a

about GST. However, 28 percent of the respondents

neutral opinion and disagreement that GST will lead

have high about level of knowledge of GST. Nearly

to economic growth.

22 percent of the respondents have a low level of

Demographic Variables and Opinion about GST

knowledge about GST.

for Economic Growth
The opinion that GST will lead to economic

Source of Information
An information source is a person, thing, or

growth may differ among consumers with different

place from which information comes, arises, or is

demographic profile. In order to identify them the

obtained. A source of information helps one to gain

Chi- Square test is applied with regard to gender, age,

knowledge.

education, occupation and income.

Consumers’

might

have

gained

knowledge about GST through various sources and

H0: There is no significant difference in the opinion

the most influencing source is identified.

among respondents that GST will lead to Economic

Table -3: Source of Information

growth with regard to gender, age, education,

Source
No. of Respondents %
Television
7
14.0
Print Media
7
14.0
Public Talks
9
18.0
Friends/ Relatives
5
10.0
Retailers
13
26.0
Auditors
13
26
Total
50
100
It is identified from the table that
consumers’ get more information from retailers.
Public talks/educational programs and information
from auditors is more influencing source.

Economic Growth

Variable
Value Df Sig.
Gender
30.882 12 0.002
Age
20.055 20 0.454
Education
16.068 08 0.041
Occupation 15.941 12 0.194
Income
7.236
04 0.124
It is identified from the table that there is
highly significant difference in the opinion that GST

gender category. Moreover, the difference in opinion

GST implementation is expected to benefit
consumers

Table 5: Demographic Variables and Opinion about GST for

will lead to economic growth with regard to different

GST for Economic Growth

traders/manufacturers,

occupation and income.

and

the

Government. The overall development of the nation
will be indicated by its economic growth. The tax

is also significant with regard to respondents with
different educational qualification. However, the
difference is not significant with regard to age,
occupation and income.

policies of the nation will determine its revenue
structure and development.

IV. CONCLUSION
Taxes are the only means for financing the

Table 4: GST for Economic Growth

Level No. of Respondents
%
SA
4
8.00
D
9
18.00
N
9
18.00
A
13
30.00
Total
50
100.00
It is inferred from the above table that 30
and 26 percent of the respondents have strongly

public goods because they cannot be priced
appropriately in the market. A good tax system
should keep in view the issues of income distribution
and, at the same time, also endeavor to generate tax
revenues to support government expenditure on
public services and infrastructure development. GST
is expected to create a business-friendly environment
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to control price levels and thus curbing the inflation
rates overtime as a uniform tax rate is applied. It will
also improve government's fiscal health as the tax
collection system would become more transparent,
making tax evasion difficult. It is likely to improve
the country’s tax to GDP ratio and also inhibit
inflation. This is expected to boost up the economic
development of the nation.
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India has seen a number of tax reforms in

I. INTRODUCTION
The word tax is derived from the Latin word

the past two decades. The Goods and Services

‘taxare’ meaning to estimate. A tax is not a voluntary

Tax(GST) is one of the biggest taxation reforms in the

payment or donation, but an enforced contribution,

history of Independent India that shall change the

exacted pursuant to legislative authority" and is any

face of the tax system of the nation. The primary idea

contribution imposed by government whether under

behind this move is to replace a multitude of existing

the name of toll, tribute, impost, duty, custom, excise,

taxes in the form of value-added tax, service tax,

subsidy, aid, supply, or other name.

excise duty and sales tax by levying a single

The introduction of Goods and Services Tax

integrated

and

comprehensive

tax

on

the

(GST) would be a significant step in the reform of

manufacture, sale and consumption of goods and

indirect taxation in India. Amalgamating several

services in the country. The tax reform is expected to

Central and State taxes into a single tax would

unite India economically by removing different taxes

mitigate cascading or double taxation, facilitating a

levied by different entities at different points. GST is

common national market. The simplicity of the tax

a tax on goods and services with value addition at

should

and

each stage having comprehensive and continuous

enforcement. From the consumer point of view, the

chain of set-of benefits from the producer’s/ service

biggest advantage would be in terms of a reduction in

provider’s point up to the retailer’s level where only

the overall tax burden on goods, which is currently

the final consumer should bear the tax.

estimated at 15%-30%.As India is a federal republic

Indian Taxation System

lead

to

easier

administration

GST would be implemented concurrently by the
central government and by state governments.

India

has

got

a

well-structured

and

simplified taxation system, wherein an authoritative

Goods and service tax is a comprehensive

segregation has been done among the Central

tax levy on manufacturing, sale and consumption of

Government, the different State Governments as well

goods and services at a national level. GST is a tax

as the Local Bodies. The Department of Revenue

on goods and services with value addition at each

under the Government of India's Ministry of Finance

stage having comprehensive and continuous chain of

is solely responsible for the computation of tax. This

set-of benefits from the producer’s service provider’s

department levy taxes on individuals or organizations

point up to the retailer’s level where only the final

for income, customs duties, service tax and central

consumer should bear the tax.

excise. However, the agriculture based income taxes
are levied by the respective State Governments.
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Local bodies have got the power to compute and levy

Dr. R. Vasanthagopal (2011) studied,

taxes on properties and other utility services like

“Goods

drainage, water supply and many others. The past 15

Intergovernmental Consideration in India” and found

years have witnessed tremendous reformations of the

that GST introduction will provide simplier and

taxation

the

transparent tax system with increase in output and

rationalization of the rates of tax, simplification of

productivity of economy in India. But the benefits of

the different laws of taxation has even been done

GST are critically dependent on rational design of

during this period. However, the process of tax

GST.

system

in

India.

Apart

from

rationalization is still in progress in the Republic of

and

Service

Tax

Reforms

and

Pinki, Supriya Kamma and Richa Verma

India.

(2014) studied, “Goods and Service Tax- A Way

Impact of GST on Indian Economy

Forward” and concluded that implementation of GST

GST will lead to more transparent and

in India help in removing economic distortion by

neutral manner to raise revenue. The main reason to

current indirect tax system and expected to encourage

implement GST is to abolish the cascading effect on

unbiased tax structure which is indifferent to

tax. A product on which excise duty is paid can also

geographical locations.

be liable to VAT. Suppose a product A is

Dr. R. Vasanthagopal (July 2014) studied,

manufactured in a factory. As soon as it releases from

“Goods and Service Tax- Panacea For Indirect Tax

factory, excise duty has to be paid to central

System in India” and concluded that the new NDA

government. When the product A is sold in same

government

state then VAT has to be paid to the State

implementation of GST and it is beneficial for central

Government. Also no credit on excise duty paid can

government , state government and as well as for

be taken against output VAT. This is termed as

consumers in long run if its implementation is backed

cascading effect since double taxes is levied on same

by strong IT infrastructure.

product. Implementation of GST will help resolve

recording rapid growth in the country, says a study.
II. REVIEW OF LITERATURE
Ehtisham Ahmed and Satya Poddar
(2009) studied,“GST in India: A Big Leap in the
Indirect Taxation System” and concluded that
switching to seamless GST from current complicated
indirect tax system in India will be a positive step in
booming Indian economy. Success of GST will lead
to its acceptance by more than 130 countries in world
and a new preferred form of indirect tax system in
Asia also.

India

is

positive

towards

III. OBJECTIVES

various issues concerning taxation and logistics with
regard to e-commerce business, which has been

in

To find out eliminate the effects of taxes of
production and distribution of goods and services.
1.

To felt that GST would serve a superior reason
to achieve the objective of streamlining
indirect tax regime in India.

Research Methodology
Being an explanatory research it is based on
secondary data of journals, articles, newspapers and
magazines. Considering the objectives of study
descriptive type research design is adopted to have
more accuracy and rigorous analysis of research
study. The accessible secondary data is intensively
used for research study.
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Benefits of GST




GST would eliminate to a large extent, the

GST, which is not the correct thing, because

multiplicity of administrative mechanisms and

ideally GST is an economic and tax reform,

tax rates across different states.

and economic and tax reforms should not be

It removes many of the cascading effects of

dictated by political.


indirect taxation.







Manufactures, traders and society are eagerly

It will remove the documentary hassles,

waiting not only for the date of introduction of

thereby saves huge administrative expenses

GST but also for the rate application to the

and reduces litigations.

products and services.

Its positive impact on retail as a whole will



GST will also have impact on cash flow and

make supply chain more cost effective.

working capital. Cash flow and working capital

It is expected to address most of the complex

of business organizations which maintain high

issues in taxation like software, intangibles,

inventory of goods in different states will be

composite contracts etc. and brings more

adversely affected as they will have to pay

clarity in the levy.

GST at full rate on stock transfer from one

It is expected to increase profitability of

state to another. Currently CST/VAT is

corporate and also increase accountability and

payable on sale and not stock transfers.


transparency.


Political reasons are determining the fate of

Implementation of GST in Unorganized sectors

Implicitly and uniformity in indirect taxation

i.e, unregistered firm will be unfavorable to

helps the industries in proper planning and

government.
IV. CONCLUSION

implementation of their projects and making

The Indian Goods and Services Tax (GST)

Indian products competitive and strengthening
are

the economy.





to

make

straightforward

and

complement the compound roundabout tax rule in the

Challenges in Implementing GST


estimated

Note ban has huge impact on the Goods and

nation and diminish the cost of production, thereby

Services Tax (GST) a serious doubt on

making industry more competitive. GST will be a

implementing

central

game changing reform for Indian economy by

government`s targeted deadline of April 1,

developing a common Indian market and reducing

2017..

the cascading effect of tax on the cost of goods and

The impact of the November 8 demonetization

services. It will impact the Tax Structure, Tax

of high value currency on their respective

Incidence,

economies to underline that it is not the

Compliance, Credit Utilization and Reporting leading

appropriate time to implement. That could have

to a complete overhaul of the current indirect tax

a unstable effect on the economy.

system.

GST

by

the

Tax

Computation,

Tax

Payment,

The Centre continues to be un compromising
on the issue of jurisdiction over assesses, the
states maintain.
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Abstract
GST stands for Goods and Services Tax,

allows cross utilization of input tax credits, which

which will be levied on the supply of goods or

benefit the industry by making the entire supply chain

services or both in India. GST will subsume a number

tax neutral. GST will give a major boost to the „Make

of existing indirect taxes being levied by the Centre

in India‟ initiative of the Government by making

and State Governments, including Central Excise

goods or services produced or provided in India

duty, Service Tax, VAT, Purchase Tax, Central Sales

competitive in the national and international markets.

Tax, Entry Tax, Local Body Taxes, Octroi, Luxury

Further, all imported goods will be charged with

Tax, etc. It brings benefits to all the stakeholders viz.

integrated tax (IGST), which will be more or less

industry, government and the citizens. It is expected

equivalent to Central GST + State GST. This brings

to lower the cost of goods and services, boost the

parity in taxation on local and imported products.

economy and make our products and services

Under the GST regime, exports will be zero rated in

globally competitive. GST aims to make India a

entirety unlike the present system where refund of

common national market with uniform tax rates and

some taxes is not allowed due to fragmented nature

procedures and removes the economic barriers,

of indirect taxes between the Centre and the States.

thereby paving the way for an integrated economy at

All taxes paid on the goods or services exported or

the national level. By subsuming most of the Central

on the inputs or input services used in the supply of

and State indirect taxes into a single tax and by

such export goods or services shall be refunded. The

allowing a set-off of prior-stage taxes for the

principle of exporting only the cost of goods or

transactions across the entire value chain, GST

services.

would mitigate the ill effects of cascading and

I. INTRODUCTION

thereby improve our competitiveness. GST is a

Goods and Services will boost Indian

destination based consumption tax. It has been

exports, thereby improving the balance of payments

designed in a manner so that the tax is collected at

position. Exporters will be facilitated by grant of

every stage and the credit of tax paid at the previous

provisional refund of 90% of their claims within

stage is available to set off the tax to be paid at the

seven days of issue of acknowledgement of their

next stage of transaction, thereby eliminating

application, thereby resulting in the easing of position

cascading of taxes. This eradicates “tax on tax” and

with respect to cash flows.GST is expected to bring
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buoyancy to the Government Revenue by widening



the tax base and improving the taxpayer compliance.
GST is likely to improve India’s ranking in the Ease

To enhance of revenue through the GST as one
tax



To encourage to the manufacturing industry in

of Doing Business Index and is estimated to increase

India

the GDP by 1.5% to 2%. GST will prevent cascading

Methodology

of taxes by providing a comprehensive input tax

The study focuses on study of secondary

credit mechanism across the entire supply chain. The

data collected from various books, national and

seamless availability of Input Tax Credit across

international

goods or services at every stage of supply will enable

publications from various website which has been

streamlining of business operations. Uniform GST

published and focused on various aspects of Goods

rates will reduce the incentive for evasion by

and Service tax.

eliminating rate arbitrage between neighboring

Cement Industry

journals,

government

reports,

States and that between intra and inter-State sales.

Cement industry is the one of oldest

Harmonization of laws, procedures and rates of tax

manufacturing industry the industry has the greatest

will make compliance easier and simple. There

historical background. Where the civilization is there

would

common

is role of the cement, make in India concept

forms/formats, common interface through GST

applicable for this industry. The industry has some

portal, resulting in efficiencies and synergies across

indirect taxes. By the GST effect the cement industry

the board. This will also remove multiple taxation of

has indirect tax which might be subsume as 16% to

same transactions and inter-State disputes like the

20% .currently tax burden of indirect taxes from 27%

ones on entry tax and e-commerce taxation existing

to 32% decrease of tax rate as 16 % to 20% it my

today. All this will also help in reduction of

create /facilitate as operating expenses such as

compliance costs, alleviate the need for multiple

transportation expenses benefits that the subsume of

record keeping for a variety of taxes, leading to lesser

expenses the industry can claim the above benefits in

investment

future.

be

common

of

resources

definitions,

and

manpower

in

maintaining records.
II. OBJECTIVES

Automobile Industry
At presently automobile industry payment of

The primary objectives of the study are

the tax sum of 30% to 47% the effect of GST the tax

effeteness on different types of manufacturing goods

rate decrease from 20% to 22% so at least the

and services. It is a scientific tax system approach .It

consumer may get the benefits.

could be useful to increase the revenue of the

Consumer and Durable Sector

country, and enhance the nation’s wealth and abolish

Currently

the

consumer

and

durable

the absence of tax payment. The concept of

claiming revenue net tax total tax percent is 7 to30,

GST is “One tax and one Nation”.

the sector had been exempted from such taxes so the



To reduce the burden of tax between state and

effect of GST, the industry would have to get the

the center

benefits. The difference between organized and un
organized Sectors is that the rates gap may sub sum.
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Warehousing and logistics expenses may reduce

considerable because the encouragement of pharmacy

C.G.C.E Havel, Voltas, Blue star Bajaj electrical

sector Textile and garment industry: Emerging

imfani, Hitachi, etc companies are benefited by the

industry has playing key role in textile and garments

effect of GST.

.That the industry has recipient of tax rate is currently

IT & IT IS

from 6% to 7% that tax rate may or may not be

In the India IT sector 50 percent to 70

continued it is clear in that process the output of tax

percent of the graduates depend on the only IT sector.

rate may hick by the effect of GST which is negative

The net tax rate is 14 %. By the implementation of

.the textile sector enjoy some of few companies like

GST the tax may be 18% to20% to increase. In IT

page industry, Aravind, Raymond etc.

sector the revenue is mainly depending on only

DTH/Media Company

export of IT products and services revenue of IT

DTH and media sector’s average tax

export exempted from the GST. So the GST effect is

payment rate presently 19% to 21% apart from that

to be Negative. Telecom sector: The telecom sectors

service tax is 14%, entertainment tax is 5% to 7%

presently the tax rate is 14%.By the causes of GST

Brad costing companies are paying tax rate is 14% to

the tax rate on telecom sector would have to increase

15% these two departmental taxes are effect by the

as 18%. So the result of GST on telecom sector will

GST 18% to20%.Currently news and print media has

be negative. The public sector is to be critical. In

been exempted from that taxes, the GST prove to

future the concept of “one tax and one nation”

DTH and some Negative to print media and braud

caption is not suitable for Telecom sector.

costing. Dish TV may get benefits ZEE sun HT

Banking and Financial Services

media prakesh jagaran to

Banking is heart of financial India (wealth).

negative. Automobile and Batteries industry: The

In India public and private banking industry is the

field of Batteries would have face the throat cut

reflection of mixed economy. The banking sector’s

competition by the effect of GST Jumbo feasibilities

net tax rate is 14% by the effect of GST the rate will

it has the effect on“the transported vehicles may get

be increased from 18% to 20. That the differential tax

the benefits by the GST.

rate causes as Loan fees, debt and credit charges,

III. CONCLUSION

insurance premium, etc the financial services charges

Indian business scenario manufacturing

burden on customers will increase. So the GST will

industry is the playing significant role, in business

also influence on customer purchasing power. In the

world. In the world every country has the sum of

banking business transactions will have also effect on

financial or aid to the manufacturing induct

share market.

ry. Some companies feel like that Agriculture crop

Pharmacy Industry

within

The pharmacy sector are getting exemptions

the

duration.

Manufacturing

sector

is

economic growth of nation. When the country focus

regional wise. The excise tax rate is 6%. Till the end

on

manufacturing

of the duration the subsidies will have to continue,

overcomes technological barriers.

then after that they will not available. The new tax

 The cemetery industry can enjoy operating and

pattern the industry could not remain constant it is

transportation expenses by the effect of GST.
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 Automobile industry, also getting benefits by the



Deemed exports

GST, according to subsum of taxes.



Refund of taxes on purchase made by UN or

 Consumer and durable sector also reduces where
housing expenses by the effect of GST.

embassies etc.


Refund arising on account of judgment, decree,

 IT and IT IS sector the GST effect is negative.

order or direction of the Appellate Authority,

 Telecom and banking and financial services must

Appellate Tribunal or any court

face the operating expenses risk.



 The Indian pharmacy seek encouragement from the

Refund of accumulated Input Tax Credit on
account of inverted duty structure

government, but the excise tax rate is 6% as an the



Finalization of provisional assessment

date.



Refund of pre-deposit

 Textile and garment industry face negative impact



Excess payment due to mistake Refunds to

by the GST.

International tourists of GST paid on goods in

 Media companies also (DTH) may also have

India and carried abroad at the time of their

negative scenario

departure from India

Procedure for Refund



vouchers for taxes paid on advances against

Timely refund mechanism is essential in tax

which, goods or services have not been supplied

administration, as it facilitates trade through the
release of blocked funds for working capital,

Refund on account of issuance of refund



Refund of CGST & SGST paid by treating the

expansion and modernization of existing business.

supply

The provisions pertaining to refund contained in the

subsequently held as inter-State supply and vice

GST law aim to streamline and standardise the refund

versa Thus, practically every situation is

procedures under GST regime. Thus, under the GST

covered. The GST law requires that every claim

regime, there will be a standardised form for making

for refund is to be filed within 2 years from the

any claim for refunds. The claim and sanctioning

relevant date.

procedure will be completely online and time bound,
which is a marked departure from the existing time

as

intra

State

supply

which

is

Credit Notes
Further, Section 34 of the CGST Act, 2017

consuming and cumbersome procedure.

provides for issuance of credit notes for post supply

Situations Leading to Refund Claims

discounts or if goods are returned back within a

The relevant date provision embodied in

stipulated time. When such credit notes are issued,

Section 54 of the CGST Act, 2017, provision

obviously it would call for reduction in output

contained in Section 77 of the CGST Act, 2017 and

liability of the supplier.

the requirement of submission of relevant documents

initially on the supply would be higher than what is

as listed in Rule 1(2) of Refund Rules is an indicator

actually payable. In such a scenario, the excess tax

of the various situations that may necessitate a refund

paid by the supplier needs to be refunded. However,

claim. A claim for refund may arise on account of:

instead of refunding it outright, it is sought to be



Export of goods or services

adjusted after verifying the corresponding reduction



Supplies to SEZs units and developers

in the input tax credit availed by the recipient.
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Section 43 of the CGST Act, 2017 provides for

related ITC of taxes paid on inputs and input services

procedure for reduction in output liability on account

used in making zero rated supplies.

of issuance of such credit notes. This is another form

Grant of Provisional Refund in Case of Zero

of refund by adjustments in the output tax liability.

Rated Supplies

Such refund is not governed under the general refund

GST law also provides for grant of

provisions contained in Section 54 of the CGST Act,

provisional refund of 90% of the total refund claim,

2017.

in case the claim relates for refund arising on account

Treatment for Zero Rated Supplies

of zero rated supplies. The provisional refund would

One of the major categories under which,

be

paid

within

7

days

after

giving

the

claim for refund may arise would be, on account of

acknowledgement. The acknowledgement of refund

exports. All exports (whether of goods or services)

application is normally issued within a period of 14

as well as supplies to SEZs have been categorised as

days but in case of refund of integrated tax paid on

Zero Rated Supplies in the IGST Act. “Zero rated

zero rated supplies, the acknowedgement would be

supply” under Section 16 of the IGST Act, 2017

issued within a period of three days. The provisional

means any of the following supplies of goods or

refund would not be granted to such supplier who

services or both, namely:

was, during any period of five years immediately



Export of goods or services or both; or

preceding the refund period, was prosecuted.



supply of goods or services or both to a Special

Payment of Wrong Tax

Economic Zone developer or a Special

Under GST it might happen that the taxable

Economic Zone unit. On account of zero rating

person may pay integrated tax instead of central tax

of supplies, the supplier will be entitled to

plus state tax and vice versa because of incorrect

claim input tax credit in respect of goods or

application of the place of supply provisions. In such

services or both used for such supplies even

cases, while making the appropriate payment of tax,

though they might be non-taxable or even

interest will not be charged and the refund claim of

exempt supplies.

the wrong tax paid earlier will be entertained without

Every person making claim of refund on

subjecting it to the provision of unjust enrichment.

account of zero rated supplies has two options.

Claim by a Person who has Borne the Incidence of

Either he can export under Bond/LUT and claim

Tax

refund of accumulated Input Tax Credit or he may

Any tax collected by the taxable person

export on payment of integrated tax and claim refund

more than the tax due on such supplies must be

of thereof as per the provisions of Section 54 of

credited to the Government account. The law makes

CGST Act, 2017. Thus, the GST law allows the

explicit provision for the person who has borne the

flexibility to the exporter (which, will include the

incidence of tax to file refund claim in accordance

supplier making supplies to SEZ) to claim refund

with the provisions of Section 54 of the CGST Act,

upfront as integrated tax (by making supplies on

2017.

payment of tax using ITC) or export without payment
of tax by executing a Bond/LUT and claim refund of
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Refunds to Casual/Non-Resident Taxable Persons

IV. REFERENCES

Casual/Non-resident taxable person has to

1) Cnossen, Sijbren (2013):”Preparing the way

pay tax in advance at the time of registration. Refund

for a modern GST in India” in “International

may become due to such persons at the end of the

Tax and Public Finance”,Aug 2013 Springer

registration period because the tax paid in advance

Science & Business Media (New York).

may be more than the actual tax liability on the

2) Das Gupta, Arindam; Gang, Ira N (2000):

supplies made by them during the period of validity

“Decomposing Revenue Effects of Tax

of registration period. The law envisages refund to

Evasion and Tax Structure Changes” in

such categories of taxable persons also. But the

“International

amount of excess advance tax shall not be refunded

Finance”,March, 2000, Springer Science &

unless such person has filed all the returns due during

Business Media(New).

the time their registration was effective. It is only

3) Das-Gupta,

Tax

and

Arindam;

Public

Ghosh,

Dilip,

Shanto;

after such compliance that refund will be granted.

Mookherjee,

(2004):”

Tax

Refund to UN Bodies and Other Notified Agencies

Administration Reform and Tax payer

Supplies made to UN bodies and embassies

Compliance in India” in “International Tax

may be exempted from payment of GST as per

and Public Finance”, September, 2004,

international obligations. However, this exemption is

Springer Science & Business Media(New

being operationalized by way of a refund mechanism.

York).

So, a taxable person making supplies to such bodies

4) Dash, Bharatee Bhusana; Raja, Angara

would charge the tax due and remit the same to

V(2013):”Intergovernmental Transfers and

government account. However, the UN bodies and

Tax

other entities notified under Section 55 of the CGST

Composition of

Act, 2017 can claim refund of the taxes paid by them

“Public Budgeting & Finance”, Blackwell

on their purchases. The claim has to be made before

Publishing Ltd(Maiden).

the expiry of six months from the last day of the

Collection

in

India:

Does

the

Transfers Matter?” In

5) Eigner, Richard M (1959):” Business And

quarter in which such supply was received.

Economics – Public Finance, Taxation,

Refund to International Tourist

Political

An enabling mechanism has been introduced
in Section 15 of the IGST Act, 2017 whereby an

Science”

Journal”,June,

1959

in
,

“National

Tax

National

Tax

Association (Washington)

international tourist procuring goods in India, may
while leaving the country seek refund of integrated
tax paid by them. The term, “tourist” has been
defined and refers to any person who is not normally
a resident of India and who enters India for a stay of
not more than 6 months for legitimate non-immigrant
purposes.
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IMPACT OF GST ON INDIAN ECONOMY
U.PADMA
Assistant Professor, Department of Management,
Pattammal Alagesan Arts and Science College,
Athur,Chengalpattu-603101
Abstract
GST (Goods and Services Tax) is an indirect
tax system. The purpose of the implementation of

for taxes paid. GST, as per government estimates,
will boost India’s GDP by around 2%.

GST is to improve our economic growth. More than

GST will break the complicated structure of

150 countries have implemented GST now. According

separate central and state taxes which often overlap

to Finance Minister Mr.Arun Jaitley, GST will boost

with each other to create uniform taxation system

economic growth by as much as 2%. This will, in

which will be applicable across the country. Taxes

turn, reduce the budget deficit and help the

will be implemented more effectively since a network

government to allocate more funds for development

of indirect taxes like excise duty, service tax, central

project. The objective of this study is to analyze the

sales tax, value added tax(VAT) and octroi will be

impact ,advantages and challenges of GST.

replaced by one single tax. The state will still have a

Keywords: GST, Economic Growth, Advantages,

say in taxation, as the number of taxes will be

Challenges.

reduced to three with Central GST, State GST and
I. INTRODUCTION

GST is a single indirect tax for the whole

Integrated GST for inter-state dealings.
GST RATES

nation, one which will make India a unified common

The GST Council, headed by Mr.Arun

market. It is a single tax on the supply of goods and

Jaitely and of which all states Finance Ministers are

services, right from the manufacturer to the

members, has approved four main tax slabs-

consumer. The GST Bill was introduced in Lok Saba

5%,12%,18% and 28% that aims to lower tax

in 2009 by UPA government but they failed to get it

incidence on essential items and to keep the highest

passed. The NDA government introduced a slightly

rate for luxury and demerits goods. The lowest rate of

modified version of the GST Bill in the Parliament

5% will be on items of mass consumption which are

and both Houses passed it. Through GST, the

used particularly by common people. The second and

government aims to create a single comprehensive

third category of standard rates of 12 and 18 percent

tax structure that will subsume all the other smaller

will accommodate most of the goods and services.

indirect taxes on consumption like service tax, etc.

The fourth slab of 28% is levied mainly on white

Currently, tax rates differ from state to state. GST

goods such as refrigerators, washing machines etc.

will ensure a comprehensive tax base with minimum

Exemptions under GST

exemptions, will help industry, which will be able to
reap benefits of common procedures and claim credit

Under GST, the government has fixed GST
rates on 1,211 goods and 500 services in the range of
five to 28%. Certain items under the 0 percent tax
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rate, implying that GST will not be levied on them.



Nitin Kumar(2014) studied, “Goods and Service

This list includes items of daily use such as wheat,

Tax-A Way Forward” and concluded that

rice, milk, eggs, fresh

Vegetables, meat, fish,

implemented of GST in India help in removing

sindoor, bindi, stamps, judicial papers, printed books,

economic distortion by current indirect tax

newspapers, bangles, handloom, bones and horn

system and expected to encourage unbiased tax

cores, bone grist, bone meal, kajal, children’s picture,

structure which is indifferent to geographical

drawing or colouring books, human hair GST rate

locations.

0% to Goods: Milk, Cereals, Fruits & Vegetable,

III. OBJECTIVES

Jaggery, Food Grains, Rice and Wheat, Spices, Tea,
Coffee, Sugar, Vegetable/Mustard Oil, Newsprint,

1.To study the impact of GST in various
sectors in India.

Coal, Indian Sweets, Silk and Jute fibre.

2.To analyze the advantages and challenges of

GST rate 0% to Services: Some services

GST.

such as education, healthcare, hotels and lodges with

IV. RESEARCH METHODOLOGY

tariff

below Rs.1,000 grandfathering service have

Secondary data were used for this study.

also been kept out of the GST purview. Rough

Information collected from various books , articles

precious and semi precious stones will, however,

and web sites.

attract GST rate of 0.25%.

Impact of GST in various sectors

II. REVIEW OF LITERATURE


The implementation of GST will have mixed

Empowered committee of Finance Minister

effects on the different sectors of Indian Economy.

(2009) introduced their First Discussion Paper on

Automobile Sector

Goods and Services Tax in India which analyzed
the structure and loopholes if any in GST.


Indirect

Taxes

committee

of

Institute

The transportation time and cost for interstate transfer of geed will be cut down and may

of

Chartered Accountants of India(ICAI) 2015

reduce the cost by 8-10%.
Cement Industry
GST rate fixed at 18%. Reduction of these

submitted a PPT naming Goods and Services
Tax(GST) which stated in brief details of the

cost will give benefit to the industry a large scale.

GST and its positive impact on economy and

Logistics
GST will result in lower transit time. It will

various stakeholders.


Ehtisham Ahmed and Satya Poddar (2009)

help to utilize the tuck effectively. It will facilitate to

studies, “Goods and Service Tax Reforms and

uninterrupted flow of goods and services from one

Intergovernmental Cosideration in India” and

state to another and it will increase the logistics

found that GST introduction will provide

services.

simplier and transparent tax system with increase

FMCG Sector

in output and productivity of economy in India.

In this sector, some goods were charged

But the benefits of GST are critically dependent

high rate of tax and some goods were charges low

on rational design of GST.

rate of tax, when we compare to the current rates. So
this sector will faced mixed effects.
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Advantages of GST

V. CONCLUSION



It is based on one country one tax regime.



It would subsume all indirect taxes at the center

the indirect tax structure. More than 150 countries

and the state level.

have implemented GST. No doubt, GST will simplify



It is a transparent system.

existing tax system and also remove inefficiencies in



It is free from the effect of increasing taxes to the

it. It can also be used as an effective tool for fiscal

manufacturing sector.

policy management. But the government should clear

It would increase the consumption of goods and

over the issues of revenue rate, inclusion of

services.

petroleum products, electricity, liquor and real estate




1.

The Economic Times (2009) Featured
Articles from the Economic Times.

It would increase the GDP ratio of our country.

Challenges of GST


VI. REFERENCES

It would create business friendly environment
and ease of doing business in India.



The proposed GST is attempt to rationalize

2.

GST India (2015) Economy and Policy.

If would increase the consumer prices inflation
and it may not increase the tax revenue
collections.



India has adopted dual GST instead of national
GST. It has made the entire structure of GST
fairly complicated in India.



The centre will have to coordinate with 29 states
and 7 union territories to implement such tax
regime. Such regime is likely to create economic
as well as political issues.



The sharing of revenues between the states and
the centre is still a matter of contention with no
consensus arrived regarding revenue neutral rate.



The proposed GST structure is likely to succeed
only if the country has a strong IT network.



The proposed GST regime intends to keep
petroleum products, electricity, real estate and
liquor for human consumption out of the
purview of GST.
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IMPACT OF GST ON WHOLESALERS
AND RETAILERS
V.GUGAN
Assistant Professor,
Pattammal Alagesan College of Arts & Science, Athur.
Abstract
The research paper starts with the existing

VAT or Value Added Tax was first

issues faced by the industry under service tax laws

introduced in France somewhere in 1954. The

and based on the available information in the

concept of VAT is applying a tax only on the value

public domain and the issues faced captures the

added by each person at each stage; by allowing the

issues which need to be addressed from a financial

person input credit of taxes paid up to his stage of

industry perspective for GST. Further the paper

procurement. Thus the tax is expected to reduce the

has analysed data collected from research articles

concept of „tax on tax‟, increase the gross domestic

and information for global practices for similar

product of the economy and reduce prices. Overall

issues and data collected through interview and

it is known to be beneficial to both the consumer,

questionnaire from people in the field. Based on

business and the Government.

this analysis, the paper goes on to suggest changes

In India, there are different indirect taxes

or requirements that GST should address from a

applied on goods and services by central and state

financial service industry perspective.

government. GST is intended to include all these

Keywords: GST, Wholesalers, Retailers, VAT

taxes into one tax with seamless ITC and charged

I. INTRODUCTION

on both goods and services. Thus excise duty,

GST is a multistate tax with compliances

special additional duty, service tax, VAT to name a

expected in different states. Thus it is imperative to

few will get repealed and will be added into GST.

address the issue of “place of supply” with clarity

For this, GST will have 3 parts – CGST, SGST and

before GST. Further double taxation issues like

IGST. The central taxes like excise duty will be

taxing intermediary services, interchange income,

subsumed into CGST and state taxes like VAT into

correspondent bank charges etc. needs to be

SGST.

addressed so that India is globally competitive.

For the introduction of GST in the above

Issues around compliances need to be clarified

form, the Government needs to get the Constitution

since going forward there is an apprehension of

Amendment Bill passed so that the proposed

multistate compliances and so on.

objective of subsuming all taxes and allowing

Goods and Service Tax or GST as it is

states to tax subjects in Union list and vice versa is

known is all set to be a game changer for the Indian

achieved. Without these powers it is not legally

economy. The Finance Minister in his budget

possible to move towards GST.

speech of Budget 2015 has announced time and

Thus going forward on all transactions of

again that the tax will be introduced on 1 April,

both goods and services, only one tax will apply

2016.

which is GST comprising of CGST and SGST.
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IGST would be applied instead of SGST for
interstate transactions. Input credit of all these taxes
will be available against all the respective outputs.
For successful implementation of GST, it
is necessary that the Government at both centre and

III. RESEARCH METHODOLOGY
Secondary data were used for this study.
Data collected through various web sites and
articles relating to GST.
Impact of GST on Wholesale and Retailer

state levels, agree to merge all their taxes into

Under the current indirect tax regime,

CGST/SGST. Further, the base for taxation for

wholesalers and retailers usually escape the tax

both has to be the same. The exemptions,

liability as there is no mechanism by which their

abatements etc. under GST need to be common for

actual purchase and sale can be traced. Most of

both centre and all states to avoid litigation. Further

their transactions are done in black, meaning no

exemptions/exclusions should be minimum to

invoice is issued to the buyer, and eventually no

avoid break of credit chain. The law needs to

entry is posted in the books for such sales. These

provide for single point compliances, absence of

taxpayers usually leverage the tax liability evaded

multistate audits etc. for the assessed.

and undercut the market to gain in volume. Their

Conceptually GST is expected to have

margin of profit remains as low as 1 percent. Since

numerous benefits like reduction in compliances in

under the GST regime, every invoice pertaining to

the long run since multiple taxes will be replaced

taxable supply has to be uploaded on GSTN‟s

with one tax. It is expected to bring down prices

common portal and has to be accepted by the

and hence the inflation since it will remove the

buyer, wholesalers and retailers will now be unable

impact of tax on tax and enable seamless credit. It

to escape their tax liability.

is expected to generate revenue for the country as

The only possibility for tax evasion would

the tax base will increase as the GST rate will be

arise if the entire supply chain is outside the tax

somewhere around 27% with both goods and

network and did not file a return under GST law,

services covered. It is also expected to make

which is

exports from India competitive and India a

Consumer

preferred destination for foreign investment since

these FMCG companies had lamented that while

GST is a globally accepted tax.

the fall in consumer demand was limited; sales

Even in the

Budget

of

2015,

the

Government has shown its intention of moving

very

unlikely.

Goods.

Demonetization
Many

on
of

were severely impacted due to limited stock
availability at retailer‟s end.

towards GST by increasing the excise rate to flat

However, the benefits GST have to offer

12.5% and service tax rate to flat 14% and

over shadows the initial hesitation of GST

removing the applicable cesses.

acceptance. IF the GST news coming in is to be

1.

2.

3.

II. OBJECTIVES

believed, the new tax structure is likely to impact

To analyse the impact of GST on wholesaler

wholesalers and retailers in a positive way. GST

and retailer.

will eradicate the chances of double taxation and

To study the implementation pattern of GST in

hence lower the overall tax burden. Also, since the

industry.

base of the tax payers will increase, it will reduce

To study the impact of pre and post

the overall tax rate.

implementation.
4.

To study the step implementation of GST.

GST is going to bring a uniform taxation
system across the states of the country and hence
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the flow of goods and services across the state will

online. This may also result in a change in the

be

reduced

modus operandi of the businesses working on thin

transportation and administrative cost. GST will

margins. Also, we may observe a steep rise in

also smoothen the flow of goods and services to

demand for goods as a result of re-stocking by

make the entire supply chain organized and

wholesalers and retailers.

structured.

Implementation pattern of GST in the industry

smoother

and

easier

due

to

GST is an integrated tax that benefits the

Goods and Services Tax bill has reached

wholesaler as it eradicates the cascading effects of

its final stage of implementation and has already

tax and automates the process of compliance

been passed by the LokSabha. The government has

making it easier. GST also removes the octopi

received industry specific requests to address some

charges hence is a big relief to the wholesalers.

of the issues as they are finding it difficult to deal

GST news from reliable sources points out that the

with the changes proposed under the new indirect

new regime will impact the retailers favourably as

tax regime. Some trade bodies are also lobbying for

it will reduce overall indirect taxes, increase the

a further delay in GST rollout as small and Medium

efficiency of the supply chain, create a unified

Businesses (SMBs) are yet to adopt the changes

input tax credit, create seamless integration of

required

goods and services, etc.

transition will not pose a big challenge for

Pre-Implementation Impact

manufacturers, as they are already tightly regulated

We may witness a similar destocking

for

a

smooth transition.While this

by the excise law, wholesalers and retailers in the

activity during the transition phase. This will

country may face some heat.

mainly be for easy an ailment of input tax credit.

Steps to Implement GST by Trade and

Wholesalers and retailers currently registered under

Industries

state VAT law would have paid VAT on all the



Understanding of Business Transactions in the

stock held at the sunset date of the current tax

changed scenario to find out the impact of

regime.

GST:
Though provisions have been incorporated



in the GST Bill wherein VAT paid under current
regime will be allowed as input credit under the

Classification of the transactions into specified
w.r.t. Goods & Service & Place of provisions.



Understanding of Flow Chart for enabling the

GST regime, however, the government has

change in business strategies with GST

imposed certain conditions for availing this credit

perspective:

and thus wholesalers and retailers may lose some

1.

Organization

part of this credit under the new regime.

2.

Material Movement – Prior manufacturing

To avoid such scenarios, wholesalers and retailers

3.

Material

are expected to de-stock the inventory during the

Post

GST

4.


Post-Implementation Impact
implementation,

–

During

manufacturing or for other purpose.

transition phase and eventually re-stock under the
new GST regime.

Movement

Distribution Pattern – Post manufacturing

Understanding functions of each Department at
Macro & Micro level to assess the GST impact

these

wholesalers and retailers will not be able to evade

on their transactions and mapping them with
existing Business Model.

tax as the complete value chain will be tracked
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Understanding of warehousing & logistic



model including depot, branches, stock level

Developing SOPs in each function of the
Department including GST compliance


thereof for GST impact and restructuring
thereof with the perspective of GST.


Understanding

distribution

patterns

Compliance and Tax Management.


Preparedness for Transitional Period so as to
avail transitional credit and not to lose

Understanding of suppliers – nature of goods,

any ITC (Cen vat Credit)z


Continuous Training at all levels

GST impact and restructuring thereof and



Senior Level Team for decision making

benchmark the new rates in GST.



Middle Management for implementation

Understanding service providers including

iii. Lower Management & Operating

contractors & contractual terms and place of

Team

supply for GST impact and restructuring

compliances.

thereof and benchmark the new rates in GST.


Mapping Transactions to ERP System

restructuring thereof.

place of supply & present contractual terms for





till

ultimate sale to consumer for GST impact and


Finalizing Accounting Control for Tax

Understanding

of

sales

for

documentation

and

It is advisable to do all activities as

policy including

mentioned above then only it can be stated Trade

schemes, discounts, return of goods for GST

and Industry is also prepared not only to implement

impact and restructuring thereof for changing

GST but reap the benefits of GST, which will

the sales promotion and marketing strategies

enhance 1.5% growth of GDP and contribute to the

Crafting Business Strategies


nation building.

Analysing function wise GST leakages &

IV. CONCLUSION

liabilities form the existing business


From the above points we conclude that

strategy.

the GST implementation is necessary for the

Finalizing new business strategies and

current situation. The wholesalers and retailers will

continuous consultation with GST Core

not escape their tax liability it will certainly

Group of the company (multifunction

increase the relevance of the government and GDP.

team).
Contract Review


Finalizing revised terms & conditions in
GST regime



Finalizing amendment to the present POs
during transition period




V. REFERENCES
1) Forbes India (2016) RajyaSabha passes GST
Bill: How it will impact various sectors.
2) Keshap, P. K. (2015). GST–Goods and
Services Tax in India. J Glob Econ, 3, 159.
3) Nath, B. (2017). Goods and services tax: A

Probable reduction in purchase price: A-

milestone in Indian economy. IJAR, 3(3), 699-

Class vendors

702.

Transaction Restructuring w. r. t. existing
ERP & proposed ERP with interface
through GST
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BENEFITS OF GST FROM THE POINT OF
MANUFACTURER TO CUSTOMER
HANNAH.W
C.S.I. Ewart Women’s Christian College,
Melrosapuram, Kancheepuram District -603 204
I. INTRODUCTION
The introduction of the Goods and Services

neutralization of input taxes across the value chain of

Tax (GST) is a very significant step in the field of

production and distribution. Studies show that this

indirect tax reforms in India. By amalgamating a

would have a boosting impact on economic growth.

large number of Central and State taxes into a single

Last but not the least, this tax, because of its

tax,

transparent and self-policing character, would be

What is Goods and Service Tax (GST)?

easier to administer. It would also encourage a shift

The GST is meant to be a unified indirect

from the informal to the formal economy. The

tax across the country on products and services. In

government proposes to introduce GST with effect

the current system, tax is levied at each stage

from 1st July 2017.

separately by the Union government and the States at

What is State GST and Central GST?

varying rates, on the full value of the goods. But

For transactions within a State, there

under the GST system, tax will be levied only on the

will be two components of GST - Central GST

value added at each stage. It is a single tax (collected

(CGST) and State GST (SGST) - levied on the

at multiple points) with a full set-off for taxes paid

value of goods and services. Both the Centre and

earlier in the value chain.

the States will simultaneously levy GST across

Thus, the final consumer will bear only

the value chain.

the GST charged by the last dealer in the supply

In the case of inter-State transactions, the

chain with set-off benefits at all the previous

Centre would levy and collect the Integrated Goods

stages.

and Services Tax (IGST). The IGST would be
GST will mitigate ill effects of cascading or

double taxation in a major way and pave the way for

roughly equal to CGST plus SGST
Why was GST established?

a common national market. From the consumers'

The GST was established to subsume

point of view, the biggest advantage would be in

various indirect taxes levied at different levels,

terms of reduction in the overall tax burden on goods,

with the idea of reducing red-tape, plugging

which is currently estimated to be around 25%-30%.

leakages and paving the way for a transparent

It would also imply that the actual burden of indirect

indirect tax regime.

taxes on goods and services would be much more

How will GST affect the common man?

transparent to the consumer. Introduction of GST

The impact of the GST on the prices of

would also make Indian products competitive in the

goods and services will largely depend on the

domestic and international markets owing to the full

item in question. It will also depend upon the
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respective

State

governments

and

their



State taxes that would be subsumed within the

intervention with respect to controlling prices of

GST are:-

essential commodities. Milk, for example, which

i.

State VAT

is likely to see a spike in prices after GST is

ii.

Central Sales Tax

implemented, can still be sold at cheaper rates, if

iii.

Purchase Tax

the State government offers a subsidy on it.

iv.

Luxury Tax

v.

Entry Tax (All forms)

vi.

Entertainment Tax and Amusement Tax

II. FEATURES OF GST


GST is applicable to ‘supply’ of goods or services
as against the present concept on the manufacture



(except those levied by the local bodies)

of goods or on sale of goods or on the provision of

vii.

Taxes on advertisements

services.

viii.

Taxes on lotteries, betting and gambling

ix.

It is a dual GST with the Centre called as Central

relate to supply of goods and services.

GST (CGST) and the State called as State GST
(SGST). simultaneously levying a tax on a



common platform. { For ex: for a product 18%
GST is levied (9% comes under (CGST) and 9%


GST would apply on all goods and services
except Alcohol for human consumption.



GST on five specified petroleum products

comes under (SGST) }

(Crude, Petrol, Diesel, ATF & Natural Gas)

Import of goods or services would be treated as

would be applicable from a date to be

inter-state supplies and would be subject to

recommended by the GSTC.

International Goods and Service Tax (IGST) in


State cess and surcharges in so far as they



Tobacco and tobacco products would be subject

addition to the applicable customs duties.

to GST. In addition, the Centre would have the

GST would replace the following taxes currently

power to levy Central Excise duty on these

levied and collected by the Centre:-

products.

i. Central Excise Duty
ii. Duties of Excise (Medicinal and Toilet
Preparations)
iii. Additional Duties of Excise (Goods of
Special Importance)
iv. Additional Duties of Excise (Textiles and
Textile Products)
v. Additional Duties of Customs (commonly
known as CVD)



A common threshold exemption would apply to
both CGST and SGST. Taxpayers with an annual
turnover not exceeding Rs.20 lakh (Rs.10 Lakh
for special category States) would be exempt
from GST. For small taxpayers with an
aggregate turnover in a financial year up to 50
lakhs, a composition scheme is available. Under
the scheme, a taxpayer shall pay tax as a
percentage of his turnover in a State during the

vi. Special Additional Duty of Customs(SAD)

year without the benefit of Input Tax Credit.

vii. Service Tax

This scheme will be optional.

viii. Cass and surcharge in so far as they relate to
supply of goods and services.
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III. BENEFITS OF GST

stable tax regime," said domestic brokerage

GST helps to eliminate "tax on tax" or the

Motilal Oswal in a note. Under GST, the

cascading impact of tax, thus bringing down

Centre and the states will jointly administer

the overall cost of goods. GST shifts the tax

and decide the taxes.

incidence near to the consumer and benefits the





Indian goods competitive in global markets.

working capital management.

Exports will be treated as zero rated supplies

The mechanism of input tax credit under GST

which means no tax will be payable on exports

is one of the most important features of GST.

of goods or services. However, exporters can

This means that at the time of paying tax on

claim input tax credit.


For manufacturers or service providers, GST

example, can reduce their tax payable by the

will help in ease of doing business. GST will

amount they have already paid on inputs.

bring in a simpler tax regime with fewer

But input credit is available to the recipient

exemptions, reduce multiplicity of taxes,

(the manufacturer in this case) only if details

reduce compliance costs - no multiple record

provided by the supplier in its return matches

keeping for a variety of taxes, usher in

with those claimed by the recipient. So GST

simplified and automated procedures for

helps in checking evasion of taxes.

various processes such as registration, returns,

In the current regime, tax rates vary from state

refunds and tax payments. All interaction needs

to

choose

to be through the common GSTN portal - so

warehouses for their inventory based on tax

less public interface between the taxpayer and

considerations. Under GST, the country will

the tax administration.

state.

So

companies

often

move to 'One Nation, One Tax' regime, giving



GST could also boost exports by making

industry through better cash flows and better

output, manufacturers or service providers, for







According to Finance Minister Arun Jaitley,

companies freedom to set up their own

Goods and Services Tax is seen boosting

warehouses to optimize cost and improve

India's GDP or gross domestic product growth

customer service.

by 1.5 % to 2 % over the long term. GST will

Also, transportation costs could also fall due to

deliver

reduction in long and winding queues at border

taxation efficiency and ease of doing business,

check-points and other entry points within and

and will convert India into one common

between the states. This will reduce operational

market.

significant





improved

Life gets simpler GST will replace 17 indirect
tax levies and compliance costs will fall

40 per cent of their logistic costs incurred at
check-posts and toll plazas.

by

IV. IN ESSENCE

costs and will benefit companies. According to
a World Bank report, corporate can save up to

benefits



Revenue will get a boost Evasion set to drop -

"The real value of GST will be in the area of

Input tax credit will encourage suppliers to pay

tax governance, where a system plagued with a

taxes - States and Centre will have dual

plethora of discretionary, ad-hoc taxes will

oversight - The number of tax-exempt goods

move toward a ruled-based, transparent and

will decline
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A common market It's currently fragmented



This would reduce the burden on the state and

along state lines, pushing costs up 20-30%

the central government. Presently separate



Logistics, inventory costs will fall

taxes are levied on goods and services that you



Investment boost For many capital goods,

produce. With the introduction of GST, all of

input tax credit is not available. Full input tax

these indirect taxes would come under a single

credit under GST will mean a 12-14% drop in

roof.

the cost of capital goods. Expected: A 6% rise


charged at every point of sale like other

Make in India Manufacturing will get more

indirect taxes so this way, the market would be

competitive as GST addresses cascading of tax,

developed.

tax,

high

logistics

costs

and





Corruption-free taxation system. GST would

fragmented market b) Increased protection

introduce corruption-free taxation system. In

from imports as GST provides for appropriate

the present scenario, the tax is levied at the

countervailing duty.

time of product release from the manufacturing

Less developed states get a lift The current

site, and after that retailers also pay it.

2% inter-state levy means production is kept



Market development. GST would not be

in capital goods investment, 2% overall.

inter-state







Positive impact on the Central and the State

within a state. Under the GST national market,

level

this can be dispersed, creating opportunities for

According to the latest reports, the introduction

others.

of GST would help India to gain $15 billion

GDP lift HSBC estimates an 80 basis point

every year. Let us see how:

rise in GDP growth over 3-5 years. NCAER

a)

pegs this at 0.9-1.7% thanks to the elimination

b) More opportunities for employment

of tax cascading

c)

Freeing up online State restrictions and levies

d) Reduced burden on central and state
GST – Helping Hand to Consumers
Once GST is implemented, consumers will

end with GST
The Positive Impact of Goods & Services Tax (GST)



not be subjected to the burden of double taxation;

GST is a single taxation system that will

which mean that all taxes will be levied at the times

reduce the number of indirect taxes. Earlier,

of

indirect taxes were charged as central excise,

government’s taxes as well as the state government’s

VAT, service tax, etc. From now, a single

taxes. The move would deter state governments from

taxation term would cover all of those indirect

indiscriminately increasing taxes.

taxes.


Enhanced economy growth

government.

have complicated ecommerce. Some sellers do
not even ship to particular states. All this will

Improved exports

purchase

will

include

both

the

central

GST is a single tax on the supply of goods

The Prices of products and services would

and services, right from the manufacturer to the

reduce so this system would prove to be

consumer. Credits of input taxes paid at each stage

beneficial for the people who are fed up with

will be available in the subsequent stage of value

paying huge prices.

addition, which makes GST essentially a tax only on
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value addition at each stage. The final consumer will

effect of taxes, therefore bringing down the overall

thus bear only the GST charged by the last dealer in

cost of supplies.

the supply chain, with set-off benefits at all the

Currently, there are differential rates of

previous. . Today due to multiple indirect taxes being

VAT for the same goods in different States with

levied by the Centre and State, with incomplete or no

further fragmentize of VAT rates and levy of entry

input tax credits available at progressive stages of

tax in certain states. This has in the past resulted in

value addition, the cost of most goods and services in

classification disputes and entry tax litigations.

the country are laden with many hidden taxes. Under

However, with abolition of entry tax in GST and

GST, there would be only one tax from the

given that GST rates at both the Central and State

manufacturer

level are expected to be uniform and harmonized, the

to

the

consumer,

leading

to

transparency of taxes paid to the final consumer.

same is likely to bring down the disputes.

Further there will be relief in overall tax burden. The

The essence of GST is that all goods and

entire supply chain will be efficient leading to gains

services be taxed at moderate rate. So in the long run

and prevention of leakages. This will result in the

it is expected that the burden of GST on common

overall tax burden on most commodities to come

man will be reduced.

down, which will benefit consumers.

V. TO CONCLUDE

However, a crucial aspect in determining the

GST stands for Goods and Services Tax levied by the

impact on the final price of goods and services is the

Government in a move to replace all of the indirect

GST rate. The indication is that most goods and

taxes. The main idea behind introducing GST is to

services will be at taxed at standard rate ranging from

improve the economy of the nation. A single

17% to 19%.

undivided Indian market would strengthen the

A common man incurs various expenses on

economy and make a nation, powerful as well.

day to day which are charged to indirect taxes.
Purchase of goods have a standard excise duty of
12.5% embedded in it and standard VAT of 14%
appearing on the face of the invoice. The effective
tax rate on goods is around 28% due to 'tax on tax'
and no input tax credit available to dealer of the
excise duty charged by the manufacturer. Service tax
is levied at 15% on the services consumed. So
optically it seems that goods will become cheaper
and services expensive should the rate of GST be a
range of 17% to 19%. . Small cars, FMCG products
etc may become cheaper.
GST model would facilitate seamless credit
across supply chains, with tax set offs available
across the production value-chain, both for goods and
services. This will result in reduction of cascading
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Abstract
GST, which brings tax reform in India

to existence on 1st July 2017.Borec, (2013) The

founded on the Notion of “One nation, one market,

authors have discussed how assesses may comply

one tax.” After a lot of deliberation, our GST

with the VAT laws given that the GST is

council finalized the rates for all the goods and

destination based tax. The authors mainly deal with

major service categories under various tax slabs,

B2C cases where theVAT

and remove loopholes in tax system. The Goods

need to be done in the state where the customer

and Services Tax (GST) is the single biggest reform

is located. The

in India’s indirect tax structure had implemented

difficulties in this compliance especially in the e

st

from 1 July 2017.GST which bring tremendous

consumers.
1.

Convenience sampling method is used for this
study. Primary data is collected through the

To analysis the consumer purchasing power
after implementation of GST

2.

Online Shopping with the implementation of GST.
The study is conducted in Kanchipuram District.

the

To study the demographic profile of the

Operator such as Flipkart, Snapdeal and Amazon.
The Purpose of the study is to know the Impact of

have discussed

II. OBJECTIVES

Shopping in India has also resulted in conception

shopping platform owned by the E-commerce

would

commerce transactions.

changes in online shopping, The uprising of E-

of online marketplaces. A Marketplace is an e-

authors

compliances

To identify the impact of GST in online
shopping.

3.

To suggest the marketers to overcome
struggles in online marketing.

Scope and limitation of the study

structured questionnaire. The respondents for this

The present paper is limited to the

study are consumers who buy products and

customers with in Chennai city. The study will able

services through online via Internet.

to reveal the impact of GST in online shopping.

I. INTRODUCTION

There are 60 questionnaire distributed to online

In the present regime, there is no

purchaser and selected 50 questionnaire for the

uniformity in the tax rates among the different

study. It’s difficult to know, all the respondents

states and therefore every state determines its own

gave accurate information for this study.

tax rates specific to the products, to eradicate the
different tax system and double taxation GST came
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III. REVIEW OF LITERATURE

Scheme permits businesses with a turnover of

Raj Kumar (2016), viewed that GST

under Rs 75 lakh to file quarterly returns instead of

model will bring improvements in different sectors

monthly and pay tax at a low rate of 2%. Although

of our Economy, by simplifying the tax structures

this might seem to be a disadvantage for e-

and removing the cascading effect

commerce sellers, the number of documents

Dr. R. Rupa (2017) focused on overall

required to file for the Composition Scheme is

GST model and added that GST model even though

relatively higher, reducing the burden of document

effective for our economy but State Governments

collation on the seller.

will face a lot of issues and challenges in initial

Tax

collected

at

source

(TCS): E-

days. Girish Garg (2014), stated that GST is a

commerce marketplaces are required to deduct 2%

logical step of Government to divide the overall tax

TCS on the net value of sales as the GST liability

burden and lower the tax rates.

of the seller and deposit it with the government.

GST-Impact

Further, the sales reported by both the e-commerce

GST as a single tax for products across

marketplace as well as the seller need to tally at the

India will be beneficial for all e-commerce buyers

end of each month. Discrepancies, if any, will be

and sellers in the long run because of the aspect of

added to the turnover of the seller and they will be

transparency in trade brought forth by this new

liable to pay GST on the additional amount. This

indirect tax reform.

measure will weed out fraudulent sellers and shall

Increased

reach

of

e-commerce

sellers: GST has opened avenues for small and

subsequently build trust between marketplaces and
sellers.

medium sized e-commerce sellers to compete with

Filing of tax returns: The e-commerce

larger enterprises at a national level. Previously,

sellers need to follow the same process that is

these sellers were limited to operating within the

followed by brick-and-mortar retailers. Form

confines of one state due to the looming tax rates of

GSTR-1, containing details of outward supplies,

trading across multiple states. By unifying the

needs to be submitted by the 10th of every month.

taxation, e-sellers need not be burdened by multiple

The seller will receive Form GSTR-2A by the 11th

taxes while selling to consumers across various

of the same month, which contains details of the

states.

tax collected by the e-commerce marketplace. They
Compulsory registration required: The

then need to review and submit Form GSTR-2 by

government has specified a turnover threshold of

the 15th of the month. Discrepancies in supplies are

Rs 20 lakh for registration under GST. This has

to be submitted through Form GST ITC-1 by the

been relaxed to Rs 10 lakh for north-eastern states.

21st of the same month. This would require

However, for e-commerce sellers, registration is

businesses to be particular about tallying data

mandatory, irrespective of whether they fall below

coming from different sources before filing returns.

the turnover slab of Rs 20 lakh or not. Removal of

Taking the help of a professional GST services

the threshold for registration will help bring more

provider in meeting compliance has become a

online businesses into the sphere of taxation.

requisite in light of these regulations.

Ineligible for Composition Scheme: Ecommerce

sellers are

not

eligible

for

the

Composition Scheme either. The Composition

Increase in Credit: The GST law has
established ‘input tax credit’ to cover goods or
services used by a company in the course of
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business. E-commerce sellers need to establish a
direct relationship between the input material and
the final product/service is eliminated. Much like
other registered entities under GST, e-commerce
sellers too can now avail input credit.
Refunds

under

cash

on

delivery: Consumers extensively opt for ‘cash on
delivery’ in India and such sales witness return of
orders to the tune of 18%. The reconciliation
process for refunds takes around 7-10 days.
Initially,

there

might

be

confusion

around

generating refunds for cancelled orders where taxes
have already been filed.
Data Analysis and Inferences
Table No: 1 Table showing Demographic profile

Age
18-30years
31-40years
41-50years
above 51
Total
Gender
Male
Female
Total

Frequency
9
23
7
11
50
Frequency
24
26
50

Percent
18.0
46.0
14.0
22.0
100.0
Percent
48.0
52.0
100.0

Education
qualification
Higher secondary
Under graduate
Post graduate
Professional Course
Total
Occupation
Private employee
Government
employee
Professionals
Business
Total

Frequency

Percent

11
22
10
7
50
Frequency
13
23

22.0
44.0
20.0
14.0
100.0
Percent
26.0
46.0

8
6
50

16.0
12.0
100.0

Marital status
Married
Unmarried
Total
How do you aware
about GST?
Friends/Family
Media
Through online
Others
Total
How frequently you
do online purchase
after GST?
Less than 3 times a
month
4 times a month
5 times a month
More than 5 times a
month
Total
Which system is
beneficial to you?
GST
VAT
Total

Frequency
22
28
50
Frequency

Percent
44.0
56.0
100.0
Percent

11
26
7
6
50
Frequency

22.0
52.0
14.0
12.0
100.0
Percent

14

28.0

19
13
4

38.0
26.0
8.0

50
Frequency

100.0
Percent

16
34
50

32.0
68.0
100.0

It is evident from the above table, that the
maximum percentages 52% of them are female
consumers. The maximum percentages 46% of
consumers are in the age group of 31-40. The
maximum percentages 44% were completed undergraduation. The maximum percentages 46% of
consumers

are

Government

employee.

The

maximum percentages 52% of respondents are
aware about GST only by Media. Maximum
percentages 38% of consumers are buying their
products through online 4 times in a month.
Maximum percentages 68% of consumers are feel
that

VAT
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Table No: 2 Table showing ANOVA test.

Impact of GST in Online
Purchase

Age
F
Value
.071

Gender
Significance
value
.975

F
Value
1.908

Educational
Qualification
F
Significance
Value
value
2.506
.071

Significance
value
.174

GST influence in
consumption behavior
support GST
.134
.939
Implementation of GST will
2.023
.124
causes higher price of goods
and services
Do you thing GST will
.121
.947
burden for online buyers
The transaction is transparent
3.300
.028
willing to go for online
1.602
.202
purchase after implementation
of GST
It is inferred from the above table showing

online is (.071), (.635), (.022), (.879), (.221), (.457)

the output of the ANOVA analysis and whether

respectively. All the factor values are higher than

there is a statistically significant difference between

the table value (0.05). So null hypothesis is

Independent and dependent factors. Significance

accepted,

value of Gender of consumers, age of consumer

significant difference between impact of GST to

and Educational qualification of customer to shop

shop online shopping.

.104
.761

.748
.387

.575
3.511

.635
.022

.108

.744

.224

.879

.306
.038

.582
.846

1.523
.882

.221
.457

therefore,

Impact of GST in
Online Purchase

Monthly Income
Private
Government
Professionals Business
employee
employee
GST influence in consumption behavior
Strongly Agree
2
1
1
2
Agree
8
5
3
2
Neither Agree
3
7
1
1
nor Disagree
Disagree
0
7
1
1
Strongly
0
3
2
0
Disagree
Total
13
23
8
6
Support GST
Strongly Agree
2
2
2
1
Agree
5
12
1
2
Neither Agree
0
1
1
1
nor Disagree
Disagree
4
3
2
2
Strongly
2
5
2
0
Disagree
Total
13
23
8
6
Implementation of GST will causes higher price of goods and services
Strongly Agree
1
3
0
0
Agree
6
8
5
3
Neither Agree
1
3
2
2
nor Disagree
Disagree
1
6
0
1
Strongly
4
3
1
0
Disagree
Total
13
23
8
6
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there

Total

6
18
12

is no

statistically

ChiSquare

P
Value

16.541

.168

9.429

.666

11.424

.493

9
5
50
7
20
3
11
9
50
4
22
8
8
8
50
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Do you thing GST will burden for online buyers
Strongly Agree
2
2
Agree
Neither Agree
nor Disagree

7
1

Disagree
2
Strongly
1
Disagree
Total
13
The transaction is transparent
Strongly Agree
1
Agree
7
Neither Agree
1
nor Disagree

1

1

6

13
1

5
0

4
0

29
2

2
5

2
0

1
0

7
6

23

8

6

50

1
11
4

0
3
1

0
1
0

2
22
6

2
3

7
13

6

50

0
3
0

2
18
1

Disagree
1
1
3
Strongly
3
6
1
Disagree
Total
13
23
8
Willing to go for online purchase after implementation of GST
Strongly Agree
0
2
0
Agree
4
9
2
Neither Agree
0
0
1
nor Disagree
Disagree
Strongly
Disagree
Total

2
7

5
7

3
2

3
0

13
16

13

23

8

6

50

It is inferred from the above table showing

6.508

.888

12.539

.403

14.814

.252
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Abstract
In this study, the impact of Goods and

Constitution (One Hundred and Twenty-Second

Services Tax (GST) implemented in India is

Amendment) Bill, 2014, initiates a Value added Tax

attempted. GST is a comprehensive tax levy on

to be implemented on a national level in India. GST

manufacture, sale and consumption of goods and

is an indirect tax at all the stages of production to

services at a national level. GST also known as the

bring about uniformity in the system.

Goods and Services Tax is defined as the giant

On bringing GST into practice, there would

indirect tax structure designed to support and enhance

be amalgamation of Central and State taxes into a

the economic growth of a country.

single tax payment. It will also enhance the position

The biggest advantage of GST is economic

of India in both, domestic as well as international

unification of India. It has potential to end the

market. At the consumer level, GST will reduce the

longstanding distortions arising out of the differential

overall tax burden, which is currently estimated at

treatment of the manufacturing and service sectors.

25-30%.

The GST reform is expected to bring in a lot of

Under this system, the consumer pays the

changes in Indian economy. It would be interesting to

final tax but an efficient input tax credit system

understand why this proposed GST regime may also

ensures that there is no cascading of taxes- tax on tax

hamper the growth and development of the country.

paid on inputs that go into manufacture of goods. In

There are mixed response, inexplicit, arguments and

order to avoid the payment of multiple taxes such as

opinions among the Manufactures, traders and

excise duty and service tax at Central level and VAT

society about the Goods and Services Tax (GST)

at the State level, GST will unify these taxes and

implemented by Government of India from 1stJULY

create a uniform market throughout the country.

2017.

Integration of various taxes into a GST system will
I. INTRODUCTION

bring about an effective cross-utilization of credits.

The Goods and Services Tax (GST) is a vast

The GST bill will unify at least ten types of

concept that simplifies the giant tax structure by

indirect taxes into one tax to be collected at the state

supporting and enhancing the economic growth of a

and federal levels. Under the existing structure, at

country. GST is a comprehensive tax levy on

each point of sale, additional taxes are applied to the

manufacturing, sale and consumption of goods and

after-tax value of each good and service. The main

services at a national level [1]. The Goods and

purpose for the GST is to eliminate this compounding

Services Tax Bill or GST Bill, also referred to as The

tax rate, where goods will fall into one of five rate
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categories of 0, 5, 12, 18, and 28percent which will

Section 3of Draft CGST/SGST Act, 2016 provides

bring 8 Lakh Crore revenue to the government.

the meaning of the term “supply”. Supply - All forms

GST bill have a far-reaching impact on all

of supply of goods and/or services such as sale,

almost all the aspects in the business organization in

transfer, barter, exchange, license, rental, lease or

the country for example pricing of products and

disposal made or agreed to be made for a

services, supply chain optimization, IT, accounting

consideration by a person in the course or furtherance

and tax compliance system. That's why GST bill has

of business.

been described as a reform measure of unparalleled

GST History

importance in independent India. The GST bill

GST was 1st introduced by France in

facilitate "Make In India" by bringing India on single

1954and now it is followed by more than 150

tax platform.

countries. Most of the countries followed unified

It can be said that the real success of GST

GST while some countries like Brazil, Canada follow

depends upon the impact on the common Indian

a dual GST system where tax is imposed by central

consumer. The essence of GST is that all goods and

and state both. In Indian idea of GST was mooted by

services be taxed at moderate rate. Single tax for one

"Vajpayee

India proves to be a game changer in a positive way

amendment for same was passed by the "Lok Sabha"

and proves to be beneficial not only to the common

on 6th May,2015. The constitution amendment bill

man, but to the country as a whole. It is our

for Goods and Services Tax (GST) has been

expectation that impact of GST will be positive and

approved by the President of India (Rajya Sabha on

will bring positive effect to Indian economy and

3rd August 2016 and Lok Sabha on 8th August,

convert India into a unified national market with

2016). The Government on India has replaced the

simplified tax position.

indirect taxes levied on goods and services by central

II. GST DEFINITION

Govt”

.in

2000

and

constitution

and states and implemented GST by 1st July,2017.

Goods and Services Tax

III. OBJECTIVE

Goods - “Goods‟‟ means every kind of

1.

To study the features of GST

movable property other than actionable claim and

2.

To study the impact of GST on Indian

money but includes securities, growing crops, grass
and things attached to or forming part of the land
which are agreed to be severed before supply or
under the contract of supply.
Services – Meaning
Services - “Services” means anything other
than goods. Services include intangible property and

economy.
3.

To study the advantages and challenges of
GST

GST Features
The below table shows list of taxes Centre
and state level are being subsumed into GST Keeping
in mind the federal structure of India,

actionable claim but do not include money. Further,
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in Table 2. While necessity goods will be taxed at 5

Tax System under the New GST
The

new

GST

will

merge

the

percent and luxury and consumer durable goods at 28

aforementioned indirect central and state taxes into a

percent, most goods and all services will be taxed at

four-tier schedule of 5, 12, 18 and 28 percent, as seen

the standard rates of either 12 or 18 percent.
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There will be three components of GST –

for compensating their loss of revenue from the inter-

Central GST (CGST), State GST (SGST) and Dual

state CST is likely to play a spoil sport. It is probable

GST. Both Centre and States will simultaneously

that it may affect the GDP adversely. The GST tax

levy GST across the value chain. Tax will be levied

rate is expected to be around 17-18% and can be

on every supply of goods and services. Centre would

assumed

levy and collect Central Goods and Services Tax

implementation of GST, the FMCG sector would

(CGST), and States would levy and collect the State

really change. The multiplicity of the taxation

Goods and Services Tax (SGST) on all transactions

influences the company‟s decision on manufacturing

within a State. The input tax credit of CGST would

location and distribution of Goods.

as

a

tax

neutral

rate.

With

the

be available for discharging the CGST liability on the

FMCG companies will now shift towards

output at each stage. Similarly, the credit of SGST

the areas where they can have the benefits of tax.

paid on inputs would be allowed for paying the SGST

There will be a positive effect on costing of products

on output. No cross utilization of credit would be

as taxes will be reduced the same reduction will

permitted.

affect the prices or costing also. Hence, GST playing

Impact of GST on Economy

a favourable role. The Indian infrastructure sector

The Goods and Service Tax (GST) bill is

largely comprises power, road, port, railways and

expected to have wide ranging ramifications for the

mining. And the indirect tax levy is different and

complicated taxation system in the country. It is

unique for each of them, and this is complex in

likely to improve the country‟s tax to GDP ratio and

nature. After implementation of GST the system of

also inhibit inflation. While giving financial muscle

multiple taxes will not exists, therefore increasing the

to the government for increasing the capital

tax base.

expenditure which will help the economy grow.

Currently in India tax evasion is the problem

Though there are expectations that the GDP growth is

lying in front of govt. and due to confusing tax

likely to go up by 1 to 2 %, the results can only be

system prevailing people often evade, but GST will

analyzed after the GST implementation.

act as a weapon against this practice and increase the

The response is mixed from countries

revenue for the government as well. With the

around the world. While the New Zealand economy

collection done at point of sale, both components will

had a higher GDP growth, it was lower in case of

be charged on the manufacturing costs and therefore

Canada, Australia and Thailand after the GST was

leading to decrease of prices which in turn will

implemented. There is likely to be short term lift to

benefit the consumer and further leading to increase

price pressures especially the service tax has been

in the consumption of goods which further will

raised from current 15 to 17-18%, while some

increase the profits of the companies.

products taxes are lowered. These adjustments will
offset each other, lowering the net impact of
inflation. The GST impact on growth will be negative
in short run but positive later. The one per cent tax
that has been proposed as a sop to appease the States
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Pricing to Consumer

we can take an example to understand this

GST System


clearly.
Previous Tax System


Product sold from Chennai to Bangalore.

Price is Rs. 1000


Price sir‟s. 1000


VAT is @ 10% = Rs 100



Product sold from Bangalore to Delhi. Cost

Product sold from Chennai to Bangalore.

CGST is @ 5% = Rs 50. SGST is @ 5%
=Rs 50.



Product sold from Bangalore to Delhi. Cost
is Rs 1100.

is Rs 1100.



Profit = RS 1000.



Profit = RS 1000.



Sell Price = Rs 2100



Sell Price = Rs 2100



IGST @ 10% =RS 110 =210 - CGST- SGST



CST @ 10% =RS 210



Total Cost of the product =Rs 2210.



Total Cost of the product = Rs 2310.

In the above example we can conclude that
the tax paid on sale within state can be claim against
tax paid on sale outside state in GST system, which is
not in present tax system.
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CGST and SGST would be comprehensively
applicable to all goods and services up to the final

Advantages of GST


consumer. CGST and SGST would be applicable to
all transactions involving supply of goods and

under.


services made for a consideration(except alcoholic
liquor for human consumption) and the exempted



It will subsume all indirect taxes at the center
and the state level.



the prescribed threshold limits. Tobacco products are
included in GST along with central excise tax.

It will introduce two-tiered One-Country-OneTax regime.

goods and services, goods which are outside the
purview of GST and the transactions which are below

Experts have enlisted the benefits of GST as

It will not only widen the tax regime by covering
goods and services but also make it transparent.



It will free the manufacturing sector from

Initially the following products are exempted but

cascading effect of taxes, thus by improve the

GST on following products shall be levied from a

cost-competitiveness of goods and services.

date to be notified by the GST Council


Petroleum Crude



High Speed Diesel



Motor Spirit (commonly known as Petrol)



Natural Gas, Aviation Turbine Fuel



It will bring down the prices of goods and
services and thus by, increase consumption.



It will create business-friendly environment, thus
by increase tax-GDP ratio.
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Less developed states get a lift as the current 2%

which will see shrinking of profit margins and

inter-state levy means production is kept within a

increase tax compliance could slash discounts

state. Under the GST national market, this can be

and freebies that they offer.

dispersed, creating opportunities for others.






Investment boost as for many capital goods,

books, cooking oil, etc.) are actually subject to

input tax credit is not available. Full input tax

about 5-8 per cent tax because of exemptions. If

credit under GST will mean a 12-14%drop in the

the rate hits 18 per cent, then goods go up in

cost of capital goods.

pricing, wobbling the entire structure.

Instead of maintaining big records, returns and



assesses will find comfortable under GST as the

Health insurance and diagnostic centers, which
are mainly service-oriented, may fall under

It will also help to build a transparent and

higher tax rates, thereby making such services

corruption-free tax administration. Presently, a

more expensive for consumers.


There will be dual control on every business by

out from a factory, which is paid by the

Central and State Government. So, compliance

manufacturer, and it is again levied at the retail

cost will go up.


outlet when sold.





compliance cost will be reduced.

tax is levied on when a finished product moves



In the service industry, the typical tax output will
go up from 15 per cent to 18 per cent.

reporting under various different statutes, all



Some essential items in a household (textiles,

All credit will be available on from online

According to experts, by implementing the GST,

connectivity with GST Network. Hence, small

India will gain $15 billion a year. This is

businesses may find it difficult to use the system

because, it will promote more exports, create

States may lose autonomy to change their tax

more employment opportunities and boost

rates. Manufacturing states would lose big

growth.

revenue
IV. CONCLUSION

It will divide the burden of tax between

It can be concluded from the above

manufacturing and services. It will lead to
market.

discussion that GST will bring One Nation and One

Leakages can be controlled with the GST as tax

Tax market. It‟s the world wide accepted system of

structure.

taxation and will result in India joining this system

development

of

common

national

Negative Effects of GST

too. Though there are bottlenecks in adapting and



Services consumed by a common man such as

ruining the system in India though it be political or

telecom, rail, transportation, banking, air travel,

growth and more research is yet to be done.
GST will provide relief to producers and

etc. may become expensive.


Buying bags, shoes, electronics goods online will

consumers by providing wide and comprehensive

be getting more expensive as the ecommerce

coverage of input tax credit set-off, service tax set off

industry comes into a tax net and will have to

and

pay tax deducted at source for every purchase

formulation of GST will lead to resource and revenue

from its sellers. So, ecommerce companies

gain for both Centre and States majorly through

subsuming
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widening of tax base and improvement in tax

IOSR journal of business andmanagement.vol

compliance.

17.issue 12. (Dec 2015) pp 1-05.

It can be further concluded that GST have a

5) India: high hopes for GST DBS Group Research

positive impact on various sectors and industry.

26 July2016 DBS Group Research, 26 July 2016.

Although

implementation

of

GST

requires

concentrated efforts of all stake holders namely,
Central and State Government, trade and industry.
Electronic processing of tax returns, refunds and tax
payments

through

„GSTNET‟

without

human

intervention, will reduce corruption and tax evasion.
Built-in check on business transactions through
seamless credit and return processing will reduce
scope for black money generation leading to
productive use of capital.
Therefore, it is necessary on the part of the
government to educate, conduct proper training,
continuous seminars and workshop on GST is need
of the hour. Thus, necessary steps should be taken.
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Abstract

economies across the globe. However, unlike others,

India is a federal country where Indirect

India’s manufacturing industry is still scrambling

Tax was levied by Federal and State Government.

with the others and the performance is been

Every State had authority to decide the Tax rate and

lackluster

to control the Tax system as per their convenient with

inadequate

this reason earlier value Added Tax was levied by

diminishing its capability to perform well on a global

State Governments. To overcome this difficulty

scale engulf the manufacturing sector in India. By an

Indian government introduced Goods and Service

implementation of GST regime that could even lead

Tax (GST).

to experience a paradigm shift from an agrarian

because

of

complex

infrastructure

tax

and

structure,

bureaucracy

Introduction of GST would be a milestone in

economy to manufacture and service based economy.

the history of indirect tax reforms in India. Goods

Present study focuses on impact of Goods and

and Service Tax (GST) is an all-inclusive tax charge

Service Tax (GST) on manufacturing sector entitled

on manufactures, sale and consumption of goods and

“Impact of Goods and Service Tax (GST) on

services. India’s GST is “Dual GST” in nature,

Manufacturing Sector, Distributors and Retailers”.

where there is no distinction between the goods and

This study is based on secondary data. It has been

services for the purpose of imposition of Tax. Both

collected from various research papers, magazines,

Central governments and State governments will levy

articles, various journals, and is also based on the

respective GST on a common base value. Hence

published, unpublished and electronic referred

apart from few exceptions, all the goods and services

sources. Finally present study has intended to offer

will be brought into the GST base. It covered all

suitable suggestions on the basis of finding found in

types of persons carrying on business activities, i.e.

the study.

manufacturer, job-worker, trader, importer, exporter,

Keywords: Indirect Tax, Goods and Service,

all types of service providers, etc. It is expected to

Economy

help build a transparent and corruption-free tax
administration.

I. INTRODUCTION
The tax came into effect from July 1, 2017

The manufacturing sector of any country is

through the implementation of One Hundred and

a major economic driver for the developing

First Amendment of the Constitution of India by the
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Government of India. The tax replaced existing

“Impact of Goods and Service Tax (GST) on

multiple

Manufacturing Sector, Distributors and Retailers”.

cascading

taxes

levied

by

the central and state governments. The tax rates, rules

II. OBJECTIVES

and regulations are governed by the Goods and

Present

Services Tax Council which comprises finance

objectives,

ministers of centre and all the states.

1.

Introduction of GST would be a milestone in
the history of indirect tax reforms in India. Goods

is

based

on

following

To know the impact of Goods and Service Tax
(GST) on Manufacturing Sector.

2.

and Service Tax (GST) is an all-inclusive tax charge
on manufactures, sale and consumption of goods and

study

To know the impact of Goods and Service Tax
(GST) on distributors.

3.

To know the impact of Goods and Service Tax

services. India’s GST is “Dual GST” in nature, where

(GST) on retailers

there is no distinction between the goods and services

Methodology of the Study

for the purpose of imposition of Tax. Both Central

Keeping in view of the objectives, in the

governments and State governments will levy

present study based on secondary data. It has been

respective GST on a common base value. Hence

collected from various research papers, magazines

apart from few exceptions, all the goods and services

and articles. In addition to this study, data has also

will be brought into the GST base. It covered all

been collected from various journals, and the

types of persons carrying on business activities, i.e.

research is also based on the referred source-

manufacturer, job-worker, trader, importer, exporter,

published, unpublished and electronic. To know

all types of service providers, etc. It is expected to

impact of Goods and Service Tax (GST) on

help build a transparent and corruption-free tax

Manufacturing Sector, Distributors and Retailers.

administration.

About Goods and Service Tax (GST)

The manufacturing sector of any country is a

Goods and Services Tax (GST) is defined as

major economic driver for the developing economies

the tax levied when a consumer buys a good or

across the globe. However, unlike others, India’s

service. It is proposed to be a comprehensive indirect

manufacturing industry is still scrambling with the

tax levy on manufacture, sale and consumption of

others and the performance is been lackluster because

goods as well as services. GST aims to replace all

of complex tax structure, inadequate infrastructure

indirect levied on goods and services by the Indian

and bureaucracy diminishing its capability to perform

Central and State governments. GST would subsume

well on a global scale engulf the manufacturing

with a single comprehensive tax, bringing it all under

sector in India. By an implementation of GST regime

a single umbrella, eliminating the cascading effect of

that could even lead to experience a paradigm shift

taxes on the production and distribution prices of

from an agrarian economy to manufacture and

goods and services.

service based economy. Present study focuses on

Goods and services are divided into five tax

impact of Goods and Service Tax (GST) on

slabs for collection of tax - 0%, 5%, 12%,18% and

manufacturing, distributors and retailers, entitled

28%. Petroleum

products and alcoholic

drinks are

taxed separately by the individual state governments.
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There is a special rate of 0.25% on rough precious
and semi-precious stones and 3% on gold.

[1]

In

addition a cess of 22% or other rates on top of 28%

Impact of Goods and Service Tax (GST) on
Manufacturing Sector, Distributor and Retailers.
GST

is
in

boost

competitiveness

India’s manufacturing

and

GST applies on few items like aerated drinks, luxury

performance

cars and tobacco products.

Declining exports and high infrastructure spending

About Manufacturing Sector

are just some of the concerns of this sector. Multiple

sector.

Manufacturing process are the steps through

indirect taxes had also increased the administrative

which raw materials are transformed into a final

costs for manufacturers and distributors and with

product. The manufacturing process begins with the

GST in place, the compliance burden has eased and

product design, and materials specification from

this sector will grow more strongly.

which the product is made. These materials are then

But due to GST business which was not under the tax

modified through manufacturing processes to become

bracket previously will now have to register. This

the required part. Modern manufacturing includes all

will lead to lesser tax evasion.

intermediate processes required in the production and

Impact of GST on Service Providers

integration of a product's components.

As of March 2014, there were 12, 76,861
service tax assesses in the country out of which only

About Distributor
Distribution is fundamentally concerned

the top 50 paid more than 50% of the tax collected

with ensuring that products reach target customers in

nationwide. Most of the tax burden is borne by

the most direct and cost efficient manner. In the case

domains such as IT services, telecommunication

of services, distribution is principally concerned with

services, the Insurance industry, business support

access. Although distribution, as a concept, is

services, Banking and Financial services, etc. These

relatively

distribution

pan-India businesses already work in a unified

management may involve a diverse range of activities

market, and will see compliance burden becoming

and

simple,

disciplines

in

practice

including:

detailed

logistics,

lesser. But they will have to separately register every

warehousing,

storage,

inventory

place of business in each state.

management as well as channel management

Sector-wise Impact Analysis

including

Logistics

transportation,

selection

of

channel

members

and

rewarding distributors.

In

a

vast

country

like

India,

the logistics sector forms the backbone of the

About Distributor
Retail is selling goods or items to the people

economy. We can fairly assume that a well organized

who will use them, as opposed to wholesale which is

and mature logistics industry has the potential to

selling to someone who sells to consumers. Retailing

leapfrog the “Make In India” initiative of the

can

Government of India to its desired position.

be

done

at

shops

and

stores.

This

includes department stores, malls and markets where
stalls or stands are set up at a cleared area.

E-commerce
The e-commerce sector in India has been
growing by leaps and bounds. In many ways, GST
will help the e-com sector’s continued growth but the
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long-term effects will be particularly interesting

GST implementation, as it has brought to the industry

because the GST law specifically proposes a Tax

much-required transparency and accountability.

Collection at Source (TCS) mechanism, which e-com

Agriculture

companies are not too happy with. The current rate of

The agricultural

sector is

the

largest

TCS is at 1%.

contributing sector the overall Indian GDP. It covers

Pharma

around 16% of Indian GDP. One of the major issues
On the whole, GST is benefiting the pharma

faced by the agricultural sector is the transportation

and healthcare industries. It will create a level

of agri-products across state lines all over India. GST

playing field for generic drug makers, boost medical

will resolve the issue of transportation.

tourism and simplify the tax structure. If there is any

FMCG

concern whatsoever, then it relates to the pricing

The FMCG

sector is

experiencing

structure.

significant savings in logistics and distribution costs

Telecommunications

as the GST has eliminated the need for multiple sales

In the telecom sector, prices will come down
after GST. Manufacturers will save on costs through
efficient

management

Freelancing in India is still a nascent

Handset

industry and the rules and regulations for this chaotic

manufacturers will find it easier to sell their

industry are still up in the air. But with GST, it will

equipment as GST has negated the need to set up

become much easier for freelancers to file their taxes

state-specific entities, and transfer stocks. The will

as they can easily do it online. They are taxed as

also save up on logistics costs.

service providers, and the new tax structure has

Textile

brought about coherence and accountability in this
The

their

inventory

warehouses.

Indian textile

and

Freelancers

by

consolidating

of

depots.

industry provides

employment to a large number of skilled and

sector.
Automobiles

unskilled workers in the country. It contributes about

The automobile industry in India is a vast

10% of the total annual export, and this value is

business producing a large number of cars annually,

likely to increase under GST. GST would affect the

fueled mostly by the huge population of the country.

cotton value chain of the textile industry which is

Under the previous tax system, there were several

chosen by most small medium enterprises as it

taxes applicable on this sector like excise, VAT, sales

previously attracted zero central excise duty.

tax, road tax, motor vehicle tax, registration duty

Real Estate

which will be subsumed by GST.

The real estate sector is one of the most

Startups

pivotal sectors of the Indian economy, playing an

With increased limits for registration, a DIY

important role in employment generation in India.

compliance model, tax credit on purchases, and a free

The impact of GST on the real estate sector cannot be

flow of goods and services, the GST regime truly

fully assessed as it largely depends on the tax rates.

augurs well for the Indian startup scene. Previously,

However, the sector will see substantial benefits from

many Indian states had different VAT laws which
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were confusing for companies that have a pan-India
presence, especially the e-com sector. All of this has
changed under GST.
III. FINDINGS AND SUGGESTIONS


Present

study

found

that

manufacturing,

distributor and retailer are benefited by GST with
simplified indirect tax.


Goods and Service Tax (GST) reduced tax
aviations in every economic field in India.



Goods and Service Tax (GST) reduced various
taxes in Manufacturing sector such as basic
excise duty, additional excise duty, special
excise duty and many others.



Calculation of Goods and Service Tax (GST) is
little difficult to everyone such as manufactures,
consumers through training it can be solved.
IV. CONCLUSION
The GST System is basically structured to

simplify the earlier Indirect Tax system in India. A
well designed GST is an attractive method to get rid
of deformation of the earlier tax process of multiple
taxation. As said earlier, Introduction of GST would
be a milestone in the history of indirect tax reforms in
India. Goods and Service Tax (GST) is an allinclusive tax charge on manufactures, sale and
consumption of goods and services. Present study
concludes that Goods and Service Tax (GST) reduced
leakages

of

tax

and

complexity

of

tax

on

manufacturing, distribution and retailer.
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IMPACT OF GST ON WATER
COMMERCIALIATION
S. HARIKRISHINAN
HOD in Commerce
Pattammal Alagesan College of Arts and Science, Athur

Dr. M. V. ARULALAN
Pattammal Alagesan College of Arts and Science, Athur
Abstract
GST also known as the Goods and Services

a value added tax that will replace all indirect taxes

Tax is defined as the giant indirect tax structure

levied on goods and services by the Government,

designed to support and enhances the economic

both Central and States. Amalgamating several

growth of a country. More than 150 countries have

central and state taxes into a single tax would

implemented GST so far. However, the idea of GST in

mitigate cascading or double taxation, facilitating a

India was mooted by Vajpayee government in 2000

common nation market. This is the biggest taxation

and the constitutional amendment for the same was

reform since independence that is going to take place

passed by the Loksabha on 6th May 2015 and

in India. The basic idea is to create a single,

implemented from July 1, 2017. However, there is a

cooperative and undivided Indian market to make the

huge hue and cry against its implementation. It would

economy stronger and powerful.

be interesting to understand why this proposed GST

It is a tax trigger which will transform the

regime may hamper the growth and development of

businesses of all the industries. From the consumer

the country. This paper is an analysis of what the

point of view, the biggest advantage would be in

impact of GST (Goods and Services Tax) will be on

terms of a reduction in the overall tax burden on

Indian Tax Scenario. The authors have stated with a

goods. The GST will see a significant breakthrough

brief description of the historical scenario of Indian

towards an all-inclusive indirect tax reform in the

taxation and its tax structure. Then the need arose for

country.

the change in tax structure from traditional to GST

II. OBJECTIVES

model. GST has be detailed discuss in this paper by

1.

To understand the meaning of GST.

the authors as the background, salient features and

2.

To identify the impact of GST on water

the impact of GST in the present tax scenario in
India.

commercialization.
3.

I. INTRODUCTION

To evaluate the existing system of GST.

III. RESEARCH METHODOLOGY

It’s been more than a decade now since we

Secondary data were used for this study.

have been listening the buzz about Goods and

Data collected through various web sites and articles

Services Tax (GST), but now we have seen

relating to GST.

implementation of GST turning into reality as the
Govt. has launched GST on 01/07/2017. The GST is
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What is GST?
It has been long pending issue to streamline
all the different types of indirect taxes and implement
a “single taxation” system. This system is called as
GST ( GST is the abbreviated form of Goods &
Services Tax). The main expectation from this system
is to abolish all indirect taxes and only GST would be
levied. As the name suggests, the GST will be levied
both on Goods and Services.
GST was first introduced during 2007-08

The GST is an indirect tax which means that

budget session. On 17th December 2014, the current

the tax is passed on till the last stage wherein it is the

Union Cabinet ministry approved the proposal for

customer of the goods and services who bears the tax.

introduction GST Constitutional Amendment Bill.

This is the case even today for all indirect taxes but

On 19th of December 2014, the bill was presented on

the

GST in Loksabha. GST is a tax that we need to pay

streamlining of the multiple taxes the final cost to the

on supply of goods & services. Any person, who is

customer will come out to be lower on the

providing or supplying goods and services, is liable

elimination of double charging in the system.

to charge GST.

difference

under

the

GST

is that

with

Let us understand the above supply chain of GST with an example

How is GST applied?
GST is a consumption based tax/levy. It is
based on the “Destination principle.” GST is applied
on goods and services at the place where final/actual
consumption happens.
GST is collected on value-added goods and
services at each stage of sale or purchase in the
supply chain. GST paid on the procurement of goods
and services can be set off against that payable on the
supply of goods or services.
The manufacturer or wholesaler or retailer

The current tax structure does not allow a

will pay the applicable GST rate but will claim back

business person to take tax credits. There

are lot of

through tax credit mechanism. But being the last

chances that double taxation takes place at every step

person in the supply chain, the end consumer has to

of supply chain. This may set to change with the

bear this tax and so, in many respects, GST is like a

implementation of GST.

last-point retail tax. GST is going to be collected at
point of Sale.
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The patronage for packaged drinking water

Why did India need GST?
The GST is introduced not only services,

is growing in urban areas as it bridges the gap in

which are a lynchpin of a successful self-assessment

municipal water supply. In Chennai and its suburbs

system, were virtually nonexistent or to get rid of the

alone, nearly 2.7 crore litres are being sold daily. Of

earlier patchwork of indirect taxes that were partial

the nearly 1,450 manufacturing units spread across

and suffer from infirmities, mainly exemptions and

the State, 450 are in Kancheepuram, Chennai and

multiple rates, but also to improve tax compliance.

Tiruvallur districts.

The spread of GST in different countries has been

V. Murali, a patron of the association, said

one of the most important developments in taxation

that the State government had been providing

over the last six decades. Owing to its capacity to

exemption from Value Added Tax for packaged

raise revenue in the most

neutral

drinking water in the 20-litre bubbletops and sachets

manner, more than 150 countries have adopted the

categories since 2007. Bottled water is covered under

GST.

VAT. Domestic consumers form 70-80 per cent of

The Impact of GST (Goods And Services Tax) in

the packaged drinking water consumers.

transparent and

“We have been able to provide water at a

India
After a lot of deliberation, our GST council

competitive price without much increase for nearly a

has finalized the rates for all the goods and major

decade because of the exemption,” he said. At

service categories under various tax slabs, and the

present, the cost of a bubbletop varies from Rs. 30-45

GST is expected to fill the loopholes in the current

each. The 250-ml sachet is sold for Rs. 1.50. If

system and boost the Indian economy. This is being

packaged drinking water is included in the GST,

done by unifying the indirect taxes for all states

domestic consumers will be affected due to the price

throughout India.

hike. Unit holders will have little choice other than to

The tax rate under GST are set at 0%, 5%,
12%, 18% and 28% for various goods and services,

pass on the indirect tax to customers, manufacturers
said.

and almost 50% of goods & services comes under

Normally, the sales of

packaged drinking

18% tax rate. But how is our life going to change

water drops by at least 20 per cent due to the

post GST? Let’s see how GST on some day-to-day

monsoon. But this year, there has been only a

good and services will have an impact on an end

marginal dip of 5 per cent so far, they noted.

user’s pocket.

The manufacturers demanded that the

Exempt packaged drinking water from GST:

packaged drinking water be classified separately and

Manufacturers

not included with other aerated drinks for levy of

The Tamil Nadu Packaged Drinking Water

GST. Packaged drinking water other than bottled

Manufacturers Association wrote to the Centre

water must be exempt from GST as it caters largely

recently, seeking exemption from the Goods and

to domestic consumers and the working class, they

Services Tax (GST) on the grounds that the segment

said

largely caters to domestic customers.

They said including water with in the tax
net would lead to consumers having more to pay
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How GST affects on the Indian Economy
GST the biggest tax reform in India founded
on the notion of “one nation, one market, one tax” is
finally here. The moment that the Indian government
was waiting for a decade has finally arrived. The
single biggest indirect tax regime has kicked into
force, dismantling all the inter-state barriers with
respect to trade. The GST rollout, with a single
stroke, has converted India into a unified market of
1.3 billion citizens. Fundamentally, the $2.4-trillion
economy is attempting to transform itself by doing
away with the internal tariff barriers and subsuming
central, state and local taxes into a unified GST.
The rollout has renewed the hope of India’s
fiscal reform program regaining momentum and
widening the economy. Then again, there are fears of
disruption, embedded in what’s perceived as a rushed
transition which may not assist the interests of the
country.
Will the hopes triumph over uncertainty
would be determined by how our government works
towards making GST a “good and simple tax”. The
idea behind implementing GST across the country in
29 states and 7 Union Territories is that it would offer
a win-win situation for everyone. Manufacturers and
traders would benefit from fewer tax filings,
transparent rules, and easy bookkeeping; consumers
would be paying less for the goods and services, and
the government would generate more revenues.
IV. CONCLUSION
Implementation of GST is one of the best
decisions taken by the Indian government. In spite of
confusions and complexities, India had to comply
with such GST structure. Though the structure might
not be a perfect one but once in place, such a tax
structure will make India a better economy favorable
for foreign investments.
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IMPACT OF GST ON COMMON MAN
S. SURYA PRASANTH
Assistant Professor,
Pattammal Alagesan College of Arts and Science, Athur.
Abstract
GST also known as Goods and service tax.

Sharma have made a research work about the

Goods & Services Tax Law in India is a

impact of GST on Indian economy. They have

comprehensive, multistage, destination-based tax

found out that the GST will improve the input tax

that will be levied on every value addition. More

credit to the manufacturers which would result in

than 150 country implemented GST so far. It will

reduced cost of goods. They have suggested that

include many state and central level indirect taxes.

the government must provide awareness about the

GST will bring uniform taxation across the country

concepts of GST to the public.

and allow full tax credit from the procurement of

The Indirect Taxes Committee of Institute

inputs and capital goods which can later be set off

of Chartered Accountants of India (ICAI) has said

against GST output liability. This reform gives

that the Goods and Service Tax have positive

equal footing to the big enterprises as well as

impact on Indian Tax System.

SMEs. The aim of GST is thus to simplify tax
hurdles for the entire economy.
I. INTRODUCTION
GST is the crucial form of Indirect

There will be 3 types of GST:


CGST- Collected by Centre



SGST- Collected by State



IGST- Applicable on inter-state sales. It

Taxation which is said to be the indirect taxation

will help in smooth transfer between states

reform ever since our Independence. The GST is

and the Centre.

said to bring about the economic integration said by

What is GST?

our Union Finance Minister Arun Jaitley during the

GST or Goods and Services Tax is

Budget speech at 2016. The Goods and Service Tax

applicable on supply of goods and services. It will

is levied on the manufacture, sale and consumption

replace the current taxes of excise, VAT and

of

service tax.

the

goods

and

services.

Through

the

implementation of GST, all other taxes like Value

Why is GST needed?

Added Tax, Sales Tax will be removed and a

Currently there are different VAT laws in

uniform tax system on goods and services will be

different states. This creates problems, especially

followed.

when businesses sell to different states. Also, most

Monika Sehrawat and Dhanda

have

studied about the various features and the

businesses have to pay and comply with 3 different
taxes – excise, VAT, and service tax.

challenges associated with Goods and Service Tax

GST will bring uniform taxation across

well known as GST. They have found out that the

the country and allow full tax credit from the

legal procedures in implementing, consent from all

procurement of inputs and capital goods which can

the states, proper literacy on the concept of GST

later be set off against GST output liability. This

are

reform gives equal footing to the big enterprises as

the

challenges

associated

with

the

implementation of GST. Akanksha Kurana and
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well as SMEs. The aim of GST is thus to simplify

is likely to affect in the common man in numerous

tax hurdles for the entire economy.

ways.

GST will break the complicated structure

Eating Out to Get Expensive

of separate central and state taxes which often

For eating out, if you spend Rs 1000.

overlap with each other to create a uniform taxation

Currently you pay on an average 18.5 per cent as

system which will be applicable across the country.

service tax and VAT.

Taxes will be implemented more effectively since a
network of indirect taxes like excise duty, service

So apart from the service charge, you
usually have to bear the burden of Rs 1185.

tax, central sales tax, value added tax (VAT) and
octroi will be replaced by one single tax. The state

Under the GST regime, its expected that
the rates can be fixed at 18 per cent or above.

will still have a say in taxation, as the number of

Accordingly at 20 per cent approximate

taxes will be reduced to three with Central GST,

tax rate, your bill is set to go up, to at least 1200

State GST and Integrated GST for inter-state

rupees.

dealings.

"Services will get more expensive if GST

Who will have to pay GST?

is implemented as states will now have the services

GST will be paid by all manufacturers and

under their net and hence it will mean they can fix

sellers. It will also be paid by service providers

higher rates," said DK PANT, chief economist,

such as telecom providers, consultants, chartered

India ratings-Fitch ratings.

accountants etc. However, being an indirect tax,

Phone Bills to Get Expensive

GST will be ultimately borne by the end
consumers, just like in the current process.
II. OBJECTIVES
1.

service tax rates, your phone bill could see
escalation of taxes.

To understand the Impact of GST On The
Common Man.

2.

As the states are expected also to decide

So on a bill of Rs 1000 on which you pay
service tax of 15 percent and finally pay Rs 1150.

To Find Out Positives and Negative Of
GST.

Research Methodology

Post the GST, if the tax rate is fixed at 18
per cent then you will have to shell at least Rs
1180.

The paper is based on secondary sources

Rajan

Mathews,

Cellular

Operators

of data, which have been obtained from various

Association of India told India Today, "Under the

GST implementation discussion papers, published

GST, the tax rate is bound to go up and the telecom

article in journals, web articles (internet sources),

operators will have to pass it on to the consumers,

past studies and news paper etc. With the help of

we can look at internet packs and call rates getting

these secondary sources, attempt has been made to

higher."

find the obstacles coming on the way of GST and

Readymade Garments to Get Cheaper

looking for future opportunities of it in India.
Impact of GST Common Man

Buying clothes and fashion brands will be
cheaper, as the effective excise duty (7.5per cent)

With the RajyaSabha set to pass the long-

and VAT of average 5per cent will be subsumed in

awaited Goods and Services Tax (GST) Bill,

GST slab. So if you pick up a Rs 1000 T-shirt

country's most transformative tax reform in decades

today, you pay 1125 including various taxes. But if
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GST is kept at 12 percent, then your final bill will

Online Buying

be Rs 1120.
Buying Car is Cheaper

Buying bags, shoes, electronics online will
be getting more expensive as the e-commerce

Buying a car will not only be easier in

industry comes into a tax net and will have to pay

different states with price similarity between

tax deducted at source for every purchase from its

manufacturing and non-manufacturing states but

sellers.

tax experts believe it will be cheaper as well.

So e-commerce companies which will see

For example, a Rs 5 lakh car attracts

shrinking of profit margins & increase tax

excise duty of 12.5 per cent, and along with VAT

compliance net could slash discounts & freebies

roughly comes to Rs 6.25 lakh. Now under the

that they offer.

GST it is expected to go down as much as Rs

"E-commerce will see revision of its tax

35,000 if the rate is fixed at 18per cent, so for you

compliance and its time we understand the industry

the price will be Rs 5.9 lakh rupees

in India. But consumers can benefit from lower

"We will see more tax competitive rates

logistical cost and faster delivery. Overall tax

and will reduce prices for consumers. We are

collection will be a challenge, Harishankar

looking forward to the GST", Roland Folger, CEO,

Subramaniam, National Leader, Indirect Tax, EY.

Mercedes-Benz India told India Today.

Final GST Slab rates are

Buying Phones to Get Expensive



If you planning to buy an imported phone
from the market the countervailing duty and VAT

common people.


comes to 12.8 per cent.



Advantages of GST


CAD, SAD, Excise etc.


A simplified tax policy as compared to earlier
tax structure. However, its not as simple as it

Tax experts have pointed how currently

seems to be, Check disadvantages below to

only 2 per cent of effective taxes is passed on to the

jewellery purchase.

A unified tax system removing a bundle of
indirect taxes like VAT, CST, Service tax,

Jewellery to Get Expensive

cent rates could be imposed, impacting the

28% Rate : White goods like Air conditioners,

Positive Impact of GST on the Common man or

As the GST rate is expected to be at 18 per

consumers but as per the GST model, at least 6 per

12% and 18 % Rate : Two standard rates

be now taxed at 28%.

eventually.

cent, for you the cost will come down to Rs 23,600

consumption

shampoos etc. that were taxed at 30-31% shall

part of the Make in India initiative, the GST is

pay around 24.5 per cent tax shelling out Rs 24,900

mass

washing machines, refrigerators, soaps and

But watching TV could get cheaper, as

So at present for Rs 20,000 LED TV you

of

have been finalized as 12% and 18%.

Led TVS to Get Cheaper

expected to be lower.

Rate : Items

tax incidence.

which you pay Rs 11,280 currently, you will have
to shell out Rs 11,800.

5%

including essential commodities will have low

So if the GST council decides to peg the
rate at 18 percent, then for a Rs 10,000 phone for

Zero rated items :Food grains used by

grab more details.


GST or Goods & Services tax removes
cascading effect of taxes i.e. removes tax on
tax.
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Due to lower burden of taxes on the

Negative Impact of GST on the Common man or

manufacturing sector, the manufacturing costs

Disadvantages of GST
Compliance burden : The number of

will be reduced, hence prices of consumer








goods likely to come down.

GST returns that you need to file i.e. you have to

Due to reduced costs some products like cars,

file 3 monthly returns, this amounts to total of

FMCG etc. will become cheaper.

(3*12) 36 returns plus 1 annual return. Filing 37

This will help in lowering the burden on the

returns in a year…Moreover, this applies to one

common Mani you will have to shed less

state, if you have a place of business in different

money to buy the same products which were

states, you need to register in each state separately

earlier costly.

and file the respective returns.
Although big businesses having ample

The low prices will further lead to an increase
in the demand/consumption of goods.

staff can handle the whole process very easily. But,

Increased demand will lead to increase supply.

what about small traders/service providers or

Hence, this will ultimately lead to rise in the

individuals who have just started their business or

production of goods.

service, isn’t that getting a bit complex for them ?A

The increased production will lead to more job

small exemption in this regard could have been a

opportunities in the long run. But, this can

big sigh of relief for such people!
Recently, the GST rules have been a bit

happen only if consumers actually get cheaper
goods.


It will curb circulation of black money. This
can happen only if the “kacha bill” system,
normally followed by traders and shopkeepers
is put to check.



relaxed to reduce the compliance burden of small
businesses. Now, businesses with a turnover of up
to 1.5 crore a year can file their GST returns
quarterly instead of monthly returns.


the services. So, if GST is introduced at a

A unified tax regime will lead to less

higher rate which is likely to be seen in the

corruption which will indirectly affect the

near future, the cost of services will rise. GST

common man.


shall be charged @18% on maximum services

Most importantly, experts hope to see a

and shall reach up to 28% for few services. In

positive impact of GST on Indian economy in

simple words, all the services like telecom,

the long run.

banking, airline etc.

But, this is possible only if the actual



consumers.

You will have to reschedule your budgets to
bear the additional services cost.

of goods. The anti-profiteering clause has been
inserted in the GST Act to protect the interest of the

Increased cost of services means, an add on to
your monthly expenses.

profit margin that determine the final price of
goods.GST alone does not determine the final price

will become more

expensive.

benefit of GST is passed on to the final consumers.
There are various other factors also like the sellers

Service tax rate @ 15% is presently charged on



Businessmen and service providers are still
learning about the new laws. This will increase
reliance on tax experts and professionals and
further add to your business expenses.
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III. CONCLUSION

Being a new tax, it will take some time for the
people to understand it completely. Its actual

The movement of goods will now become

implications can be seen after a certain period

much simpler across the country and cheaper as the

of time.

new regime replaces the old system, where a

It is easier said than done. There are always

product was taxed multiple times and at different

some

a

rates. Currently, tax rates differ from state to state.

consumption based tax, so in case of services

GST will ensure a comprehensive tax base with

the place where service is provided needs to be

minimum exemptions, will help industry, which

determined.

will be able to reap benefits of common procedures

Proper invoicing and accounting needs to be

and claim credit for taxes paid. GST, as per

done

government estimates, will boost India's GDP by

complications

to

ensure

attached.

better

It

is

compliance.

However, GST Accounting Software are being

around 2 per cent.
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THE STUDY OF GST IN VIEW OF
ECONOMIC CHANGES
M. AARTHI
Pattammal Alagesan College Arts and Science, Athur
Abstract
The spread of Goods and Services Tax
system of Indirect taxes across the world is showing

announced a timeline to introduce GST in India by 1 st
April 2016.

an increasing trend more than 160 countries,
Malaysia is the recent country to implement effective
st

I. INTRODUCTION
th

On 19 Dec. 2014, Finance minister Arun

from 1 April 2015. GST was conceived in 2004 by

Jaitely explain the constitutional (122 nd) Amendment

the task force on implementation of the fiscal

bill in the Lok Saha as single most important reforms

Responsibility and Budget Management Act, 2003

after 1947 while the idea of GST was first thought by

(Kelker Committee) prevailing Indirect tax system

the finance minister Mr. P Chidambaram in the

both at Centre and States level. The Kelker

Budget Speech of 2006-07. But GST could not

Committee observed that a tax reform of nationwide

become a reality in all these years owing to

GST which would comprehensively tax, consumption

irreconcilable differences between the Centre and the

of almost all Goods and Services in the economy

States over the framework, taxing powers, issues of

would be able to achieve a common market, widen

revenue loss and compensation. The introduction of

the tax base, improve the revenue productivity of

the amendment bill is the first major economic policy

domestic Indirect taxes and enhance welfare through

initiative by the NDA Government. jurisdiction over

efficient resources allocation.

transaction of supply of goods and services or both

This Paper analyzed the proposed GST

but it also provides a prime facie broad frame work

frame work and Current Taxation System, first

by which GST would be in terms of its coverage, its

identifies the proposed GST and current Taxation

operating mechanism, implementation and dispute

structure, compared the proposed GST framework

resolution. Promulgation of Goods and Service Tax

and current Taxation System and described its impact

Council–The GST council is envisaged as a

on Employment and various Sectors in brief. GST

recommended body, Union Finance Minister as

model is proposed to be a dual structure (like in

Chairperson, Minister in charge of finance or

Canada) to be levied and collected by the Union and

Taxation or any other Minister nominated by each

State

is

State Government as members and Union Minister in

consumption type VAT where only final consumption

charge of Revenue as Member of GST Council. The

is treated as the final use of goods. GST integrates

members shall choose a Vice Chairman from

taxes on gods and services across all supply chain for

amongst themselves. The NDA Government focused

availing set off. However, the researcher also

areas are on GST Arunachal Pradesh, Assam, Jammu

observed earlier studies. Government of India has

and Kashmir, Mizoram, Nagaland, Sikkim, Tripura,

governments.

The

proposed

GST

Mayas Publication IFS- 1.14 |SJIF-2016-3.343|SJIF -2017- 4.253|ISI-0.67

Page 108

Emperor International Journal of Finance and Management Research ISSN: 2395-5929

Himachal Pradesh and Uttarakhand. Goods and

services is neither viable nor desirable VAT is

Services Tax (Article 366 12A) – Goods and Service

manufacture and sale of goods require inputs of both

Tax means tax on supply of goods or services or both

goods and services.

excluding taxes on supply of alcoholic liquor of

Recommend united effort for mega tax reform

human consumption. Alcoholic beverages” only
items excluded from purview of GST. Petroleum and

To develop integrated services, import &
CENVAT between VAT and GST

Petroleum products such as (petrol), high speed

To build consensus with states, center

diesel, aviation turbine fuel, natural gas have been

&Empowerment Committee

subsumed in the GST and not finalized whether GST

Goods and Services Tax mean

will be applicable or not. The current taxes imposed



by the States and the Centre on petroleum and
petroleum products i.e. Sales tax/VAT, CST and

services.


Excise duty only will be continue till the next
amendment.

Good and service tax is a tax on goods and

It is leviable at each point of sale or providing
the seller or service.



At the time of sale of goods or providing the

Scheme of Taxation (Article 246A, Article

services the seller or service provider can claim

270, and Article 286) – GST would have two

the input credit of tax which he has paid while

components: Central GST (CGST) and State GST

purchasing the goods or procuring.

(SGST). Further, the Centre will have the power to



tax inter-state supply of goods and services through



levy of Integrated Goods and Service tax. Such GST
will be apportioned between the Centre and the State

It can be termed as national level VAT on Goods
and services.



in the manner may be provided by Parliament by law
on the recommendation of GST council. {Economic

This is Simply very similar to VAT

Only difference in this system in that not only
goods but also services are involved.



The rate of tax of Goods and Service.

Law Practice}


G – Goods



S – Services



T- Tax

II. OBJECTIVES
1.

current taxation scenario.
2.

Goods and Service Tax will be levied on
levy on manufacture, sale and consumption of goods

Identify Proposed GST framework and

Differentiate proposed GST framework
and Current taxation.

3.

Analyze

the

impact

of

GST

on

and service at a national level. GST is at value

employment, Manufacturing and Textile

addition at each stage and value added tax and

Industry.

continuous chain of set of benefits from producer’s
/service provider’s point up to the retailer level where

III. REVIEW OF LITERATURE
Garg (2014) focused on the impact of GST

only final consumer bear the tax. {R.K Bhalla}

(Goods and Services tax) with a brief description of

Why do we need GST Today

the historical scenario of Indian taxation and its tax

In Indian economy the service sector

structure and discussed the possible challenges,

contributes over 55% Separate taxation of goods and

threats and opportunities that GST brings to
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strengthen our free market economy. Shah (2014)

The GST shall subsume all the above taxes

highlighted the objectives of proposed GST and

except the basic custom duty that will continue to

discussed the possible challenges, threats and

be charged even after the roll out of GST.

opportunities that GST bring before is to strengthen

Tax Credit Mechanism

our force marked economy.

CGST – CGST, SGST, IGST

Research Methodology

SGST –SGST, CGST, IGST

The Data have been collected and analyze

It is clear that cross utilization of CGST and

for this research study from secondary published

SGST is not allowed generally but IGST mechanism

sources viz., newspapers, books, websites and

will make this credit fungible.

research studies. Research is a process in which the

Proposed

researcher wishes to find out the end result for a

Comparison

given problem and thus the solution helps in future

Basis
Structural
Difference
Duty, Central
Sales Tax
charged on
Services,
Surcharge and
Cess

course of action. The research has been defined as
A careful investigation or enquiry especially
through search for new fact in any branch of
knowledge.
GST rates of some countries are given below
Country
GST Rate
New Zealand
15%
Australia
10%
France
19.6%
Canada
5%
Germany
19%
Japan
5
Singapore
7%
Sweden
25%
Pakistan
18%
Malaysia
6%
Denmark
25%
Recent system subsumed taxes
Tax

Levy by

Levied on

Central excise
Service Tax

Central
Central

Manufacturer
Providing Services

Custom

Central

Import

CVD Under
Custom
(Countervailing
duty)
SAD Under
Custom(Special
Additional duty

Central

CST

Central

Additional Import
Duty
(Compensating
excise)
Additional Import
Duty
(Compensating
excise)
Interstate Sales

VAT

State

Sales within a state

Central

GST

and

Current

Current Scenario
Central taxes: Excise/Custom
Both Central and
State GST

tax

GST Scenario

A duel layered
tax system with
both central and
state GST levied
on same base on
all the goods
and services
except
petroleum, High
speed Diesel

levied on same
base on all the
Goods and
services

State Taxes: VAT,
Purchase,
Luxury Tax,
Petroleum, High
Entertainment Speed
Tax,
Impact of GST

structure

Except

Diesel,

On Job – GST would create millions of
jobs after its implementation. GST is a long term
strategy of the Government; it would lead to a
higher output, more employment opportunities. It
has a lot of benefits to the common man and raise
from the undue burden of taxation. This could help
in reducing the net MRP of the products of the
consumers

and

increase

in

the

sales

for

manufacturers this help in increasing demand and
supply of the goods which will help in economic
growth. Such an economic development can help in
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boosting up the employment. GST provide lot more

aids in reducing cost of production while creating

incentives to all sectors in the economy and invites

incremental value for customers remain a challenge

the corporate houses to start up their business and

for every business. The new GST will assist the

that will create a balance of growth, boost the

smooth flow of goods within the country.Impact on

overall economic development which is require for

Textiles: The Textile industry has been divided into

more jobs like India where massive supply of cheap

broad categories for Taxation purpose. It include

labor waiting for employment.

cotton, woolen, silk, synthetic fiber, artificial silk,

Direct benefit to Manufacturing: Logistics

khadi and handloom, jute, hemp and mesta textiles,

and More Employment – The direct benefit in the

carpate

hand of manufacturers and logistic companies,

miscellaneous textile products. The current taxes

warehousing facilitators rather than industries. GST

very based on these categories. Textile sector is

will bring slight change in prices & tax burden on

dominated by unorganized players who are given

consumers. It will reduce the transit time by which

tax exemption on size basis of their operation. On

more

the basis of these factors, key concern for textile

efficiency

will

be

and

benefiting

manufactures. Further, logistics sectors would

weaving,

readymade

garments

and

industry include

benefit after implementation of GST, reducing

Different taxation is for cotton and man-

compliance cost, dropping number of warehouse

made fibre. Zero duty for cotton fibre as compared

and allowing tax credit across the supply chain.

to high Excise duty structure on manmade fibre

Almost all the sector would have indirect benefit

segment.

from it and expand their operation that will create a
more employment.
Impact

The current Taxation is production based
leading to bloked input taxes which results in higher

on

Manufacturing:

The

cost of production. With the implementation of

manufacturing sector has great importance for many

GST, there will be a uniform role of tax which will

developing countries. India’s manufacturing sector

result in block input taxes will be eliminated as

has complex tax structure with only 16% share in

GST is a Consumption tax.

GDP, India’s manufacturing sector has been close
to stagnant for the last two decades.

Zero rating on Exports under GST will
boost Exports. Integration of production will be

India has shifted our self from an

encouraged resulting in increased efficiency. Goods

agricultural economy to a manufacturing and

movement within the States will also be much

service economy. New GST system will be a

easier a lot of local state taxes which are levied on

modern tax reform helpful in growth and business

the borders of states by which there will be

opportunities. In India the new GST system will

improvement in productivity & efficiency of the

change old Indirect Tax Structure into unified

textile industry.

Indirect Tax Structure. GST will bring positive

Auto: GST will reduce cost and of

change by eliminating Taxation system. First step of

production

Manufacture concern is to calculate cost of

especially for Automotive distributors, which

production in financial statement; New GST system

attracts high rate of CENVAT duties as well VAT
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at state level, In addition to other levies such as

3) Jaiparkash (2014), “Indirect Tax Reforms in

National Calamity Contingent Duty, Auto Cess,

India and a way ahead for GST”, International

Entry taxes, Octroi, registration charges and Road

Journal of Computing and Corporate Research,

taxes, Automobile Exports are also likely to benefit

Volume 4, Issue 1. 3.

as embedded taxes in India’s Export prices will be
eliminated.

4) Jain, Anshu (2013), “An Empirical Analysis on
Goods and Service Tax in India: Possible

Under GST, without costs on Inter-state

Impacts,

Implications

and

Policies”,

movement of goods (CST or Entry taxes) and

International Journal of Reviews, Surveys and

change in the point of taxation to be the consumer

Research, Volume 1, Issue 1.

ultimately businesses shall have greater flexibility

5) Kumar,Nitin (2014), “Goods and Services Tax in

to re-design their supply chains and thus, optimize

India: A Way Forward”, Global Journal of

logistics costs. Since sellers are also likely to get

Multidisciplinary Studies, Volume 3, Issue 6.

benefit from changes, Companies could negotiate
and get benefit on Input Prices. However, there are
various aspects which need to be resolved for the
auto industry to be geared for the GST regime.
Some prime issues being treatment of ongoing area
based exemption scheme and the State level
incentives in form of subsidy, ultimate use based
exemption and government’s export incentives in
indirect taxes.
IV. CONCLUSION
Initiatives step of Government towards
Indirect

taxes

for

reducing

cascading

effect,

beneficial to both Government and Sellers. Indirect
taxes system will be clear and simple and
manufacturer, whole sellers, and retailers can be
easily recovered input taxes in form of tax credits.
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Abstract
The implementation of the Goods and

are costlier. It is suggested that, Government

Service tax (GST) may have an adverse impact on

increase

organic

organic products, according to exporters and

subsidies and exemption for the same and give

industry views cited in an online survey by the Indian

awareness to general public, and make India as

Council of Food and Agriculture (ICFA). The current

Healthy India.

tax rates of 0-5 per cent on bio-inputs are set to rise

food

products

to

providing

I. INTRODUCTION

to a flat GST rate of 18 per cent. As a result,

Goods and Services Tax (GST) has been

exporters of organic food products are worried that

launched on the 1st of July, 2017, and it is set to

the higher production cost may hit their international

develop the way we do our taxes. GST is

prospects.

a comprehensive, multi-stage, destination-based

This

particular

study

focused

on

tax

purchasing pattern of consumers’ of Organic Food

that will be levied on every value addition. GST is

Products after implementation of GST. The study has

essential to improve the transparency, reliability,

been conducted in Chengalpattu town. 46 valid

timeline of supply chain mechanism. A better supply

samples are considered for this study. Consumers’ of

chain mechanism would ensure a reduction in

organic food products are the respondents of this

wastage and cost for the farmers/retailers. GST

study. The study concluded that many people are not

would also help in reducing the cost of heavy

aware of Organic food products and as compare to

machinery

conventional food products Organic food products

commodities. Under the model GST law, dairy
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farming, poultry farming, and stock breeding are kept

of the consumers are vary from different factors such

out of the definition of agriculture. Therefore, these

as physical factors, social factors, time factors, the

will be taxable under the GST.

reason for the buyer’s purchase, and the buyer’s

Bio-fertilizers, which comprise 20 per cent

mood etc. The implementation of Goods and Services

of the inputs used in organic agriculture, will see an

Tax (GST) is expected to affect consumer behaviour

increase in prices due to a rise in the tax rate, leading

in India. And they also examine the perception of

to uncompetitive prices in the international market.

buyers and sellers of FMCG towards the transition

India may see exports of organic produce drop by 4-6

from sales tax to VAT and from here to GST.

per cent and even the domestic market may be down

Invoice based purchasing practices are promoted and

by 3-4 per cent. Producers of bio-fertilizers and bio-

GST regime turns out to be not only comprehensive

pesticides, too, said the lower GST rates on chemical

but also revenue productive”.

fertilizers, at 12 per cent, would push farmers to

Jadhav Bhika Lala (2017) said that the GST

prefer chemical products, defeating the national

System is basically restructured to simplify current

vision of establishing India as the “Organic Hub of

critical Indirect Tax system in India. A well designed

the World”.

GST is an attractive method to get liberate of

“GST rates are flat 18 per cent on key
biological

pesticides

and

some

deformation of the existing process of multiple

bio-fertilizers,

taxation also government has promised that GST will

including seaweed extract bio-stimulants. This may

reduce the compliance burden at present there will be

result in organic farming becoming costlier by about

no price different between imported goods and Indian

6–10 per cent, given that the major cost of organic

goods & they would be taxed at the same rate and

farming is incurred in buying bio-inputs,” said

also prices will be same. Many Indirect Taxes like

Rajaram Tripathi, national convener of the All India

Sales Tax, VAT, service tax etc., will be diminished

Farmers Alliance.

because there will be unique tax system i.e. GST, that

II. SIGNIFICANCE OF THE STUDY

will reduce observance present burden. GST will face

Literature on impact of GST on various

many challenges after its implementation and will

sector are widely found whereas impact of GST on

result to give many benefits. GST plays a dynamic

organic food products are hardly found. This study is

role in the growth and development of our country.

a rationale because it mainly focuses on changing

ICFA Survey Report (July 2017) says

attitude of consumers’ in Purchasing Pattern of

“agricultural inputs include a variety of products like,

Organic Food Products after implementation GST.

seeds, fertilizers, pesticides etc., for this survey a
range of agricultural inputs were taken into

III. REVIEW OF LITERATURE
Nidhi Parashar, Deepa Joshi and P. K.
Chopra

(2017)

said

that

“Consumer

consideration. As per proposed GST regime, the

buying

Government of India has decided different rate for

behaviour is the sum total of a consumer's attitudes,

different categories of inputs like seeds (exempted),

preferences intentions, and decisions regarding the

fertilizers (12%), tractors (12%), crop protection

consumer's behaviour in the marketplace when

(18%) etc. depriving the industry of equal treatment

purchasing a product or service. The buying behavior

vis-à-vis other agricultural inputs. The government
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needs to be very cautious in implementing the new

Food Products after implementation of GST in

tax system and should have extra concern towards the

Chengalpattu Town.

farmers”

IV. OBJECTIVES
1.

Research Gap

To know the demographic profile of consumers

Many literatures and surveys which examine the

of Organic Food Products in Chengalpattu

purchasing pattern of Consumers of other food

Town.

products. The researcher has identified that there is

2.

To identify the changing consumer attitude in

some lacuna in the literature relating to purchasing

purchasing pattern of Organic Food Products in

pattern of consumers of organic food products as

Chengalpattu Town after implementation of

pinpointed in the study. No direct attempts were

GST.

made by the earlier researchers on this problem.

V. RESEARCH METHODOLOGY

Hence, this research gap has conflated in to a study

The Research Methodology of the study is tabulated

on the Consumers’ Purchasing Pattern of Organic

as under:

Table No: 1 Research Methodology

Research Work
Primary Data Collection
Method
Secondary Data
Collection Method
Sampling Method
Sample Area
Respondents
Valid Sample Size
Statistical Tools Used
Scaling Technique
Questionnaire Design

Hypotheses

Empirical
Structured Questionnaire
E-Journal, E-Thesis and Websites
Convenience Sampling Method
Chengalpattu Town
Consumers of Organic Food Products
46
Descriptive analysis, ANOVA analysis, Cross tabulation and Pearson Chi-Square,
Independent T test
5 point scale
1st -7th questions contain of Demographic Profile of SMEs.
8th -15th questions contain opinion of respondents’ regarding purchasing Pattern of
Organic Food products after implementation of GST
H04: There is no significant difference

H01: There is no significant difference

between Gender of the respondents and Purchasing

between age of the respondents and Purchasing

Pattern

Pattern

implementation of GST.

of

Organic

Food

products

after

implementation of GST.
H02:

There is no significant difference

of

Organic

Food

products

after

VI. LIMITATIONS OF THE STUDY


The sample for the study is restricted to

between educational qualification of the respondents

Chengalpattu Town. Hence, findings cannot be

and Purchasing Pattern of Organic Food products

generalized.

after implementation of GST.
H03: There is no significant association



The size of the valid sample is restricted to 46.

Data Analysis and Inferences

between monthly income of the respondents and

This part is aimed at analyzing the profile of

Purchasing Pattern of Organic Food products after

the consumers of organic food products. Gender,

implementation of GST.

Age, Educational Qualification, Monthly Income,
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Marital Status, Family Structure and Occupation of
the respondents are tabulated and presented. The data
analysis has been done and inferences were drawn by
using ANOVA, Chi-Square and Independent t-Test
and their results respectively.
Demographic Profile
The Demographic profile of Consumers of
Organic Food Products in Chengalpattu is shown in
table 2 and Inference also shown below.

Table No: 2 Demographic Profile

Gender
Male
Female
Total
Age
18-25
26-30
31-35
36-40
41 & above
Total

Frequency
29
17
46
Frequency
16
19
2
4
5
46

Percent
63%
37%
100%
Percent
34.8%
41.3%
4.3%
8.7%
10.9%
100%

Educational
Qualification
SSLC
HSC
Graduate
Post Graduate and
above
Others
Total
Monthly Income
Below Rs. 10,000
Rs.10,001-20,000
Rs. 20,000- 30,000
Rs. 30,001 & above

Frequency

Percent

6
17
6
13

13%
37%
13%
28.3%

4
46
Frequency
19
16
1
10

8.7%
100%
Percent
41.3%
34.8%
2.2%
21.7%

46

100%

Total

Marital Status
Married
Unmarried
Total
Family structure
Join
Nuclear
Total
Occupation
Salaried Employee
Business
Professional
Agriculture
Total

Frequency
33
13
46
Frequency
17
29
46
Frequency
29
6
6
5
46

Percent
71.7%
28.3%
100%
Percent
37%
63%
100%
Percent
63%
13%
13%
10.9%
100%

Inferences
It is evident from the table 2 that the
majority of the respondents are male (61 per cent).
41.3 per cent of respondents are belong to age group
of 26-30 years. 37 per cent of the respondents have
completed Higher Secondary Level of education.
41.3 per cent of the respondents are earning below
Rs. 10,000 per month. 71.7 per cent of respondents
are married. 63 per cent of respondents are with
nuclear family. 63 per cent of respondents are
salaried employees.
Testing of H01
H01: There is no significant difference
between age of the respondents and Purchasing
Pattern

of

Organic

Food

products

after

implementation of GST.
To find out the significant difference
between age of the respondents and Purchasing
Pattern

of

Organic

Food

products

after

implementation of GST, ANOVA Test is applied.
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Table No: 3 ANOVA test between Age and Purchasing Pattern of Organic Food products after implementation of GST

Purchasing Pattern of Organic Food products after
implementation of GST

Age

F
Value

p
Value

1825

2630

3135

3640

41 &
Above

The price of Organic food products has increased after
implementation of GST

1.94

2.26

1.50

1.50

1.00

1.481

0.226

GST is Beneficial to you
GST is Burden to you
GST influence your purchasing pattern
GST affect purchase of Organic food products
Purchasing Organic food product has become a luxury
after implementation of GST
Organic food products are costlier than conventional
food products after implementation of GST
Support for GST
Quantity of the Organic Food Products usually you buy
has any change in your buying behaviour after
implementation of GST
GST will bring change in India’s Economy
Inference

2.38
1.88
1.75
2.25
2.63

2.42
1.58
1.53
2.47
2.26

1.50
2.50
2.00
1.00
3.50

2.25
1.50
2.25
1.75
2.00

2.80
1.40
1.60
1.60
2.20

0.475
0.937
0.460
1.428
0.771

0.753
0.452
0.764
0.242
0.550

2.31

2.42

1.50

2.75

2.80

0.620

0.651

3.06
2.50

3.00
2.32

3.00
3.50

2.50
3.00

2.80
2.80

0.117
0.628

0.976
0.645

3.00 2.00
Testing of H02

3.00

3.20

0.246

0.911

3.00

It is inferred from table 3 that the P values of
age of the respondents and Purchasing Pattern of
Organic Food products after implementation of GST
is (0.226, 0.753, 0.452, 0.764, 0.242, 0.550, 0.651,

H02:

There is no significant difference

between educational qualification of the respondents
and Purchasing Pattern of Organic Food products
after implementation of GST.

0.976, 0.645, and 0.911), Which is higher than the
To find out the significant difference

table value (0.05). So there is no significant
difference between age of the respondents and the
Purchasing Pattern of Organic Food products after
implementation of GST. Hence, null hypothesis is
accepted.

between educational qualification of the respondents
and Purchasing Pattern of Organic Food products
after implementation of GST, ANOVA test is
applied.

Table No: 4 ANOVA Test between Educational Qualification and Purchasing Pattern of Organic Food products after implementation of GST

Purchasing Pattern of Organic Food products after implementation of GST

The price of Organic food products has increased after implementation of GST
GST is Beneficial to you
GST is Burden to you
GST influence your purchasing pattern
GST affect purchase of Organic food products
Purchasing Organic food product has become a luxury after implementation of GST
Organic food products are costlier than conventional food products after implementation of
GST
Support for GST
Quantity of the Organic Food Products usually you buy has any change in your buying
behaviour after implementation of GST
GST will bring change in India’s Economy
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F
Value

P
Value

5.445
0.168
0.285
0.047
1.280
0.870
2.618

0.001
0.954
0.886
0.996
0.293
0.490
0.049

1.157
0.722

0.344
0.582

1.029

0.404
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(0.05). So there is a significant difference between

Inference
It is inferred from table 4 that the P values of

educational qualification of the respondents and

educational qualification of the respondents and

Purchasing Pattern of Organic Food products after

Purchasing Pattern of Organic Food products after

implementation of GST of two variables. Hence, null

implementation of GST of 8 variables are (0.954,

hypothesis is rejected.

0.886, 0.996, 0.293, 0.490, 0.344, 0.582, and 0.404)

Testing of H03

is higher than the table value (0.05). So there is no
significant

difference

educational

between monthly income of the respondents and

qualification of the respondents and Purchasing

Purchasing Pattern of Organic Food products after

Pattern

implementation of GST.

of

Organic

between

H03: There is no significant association

Food

products

after

implementation of GST of these 8 variables. Hence,

To find out the significant association

null hypothesis is accepted. Except two variables

between monthly income of the respondents and

namely “the price of Organic food products has

Purchasing Pattern of Organic Food products after

increased

implementation of GST, Chi-Square Test is applied.

after

implementation

of

GST”

and

“Organic food products are costlier than conventional
food products after implementation of GST” is
(0.001and 0.049) which is lesser than the table value
Table No: 5 Chi-Square Test between monthly income of the respondents and
Purchasing Pattern of Organic Food products after implementation of GST

Purchasing Pattern of Organic
Food products after
implementation of GST

Monthly Income

Below
10,001 – 20,00130,0001 &
10,000
20,000
30,000
above
The price of Organic food products has increased after implementation of GST
Strongly Agree
11
9
0
0
Agree
6
6
0
7
Neither Agree nor Disagree
0
0
1
0
Disagree
1
1
0
1
Strongly Disagree
1
0
0
2
Total
19
16
1
10
GST is Beneficial to you
Strongly Agree
8
9
1
4
Agree
9
5
0
4
Neither Agree nor Disagree
1
2
0
2
Disagree
1
0
0
0
Strongly Disagree
19
16
1
10
Total
8
9
1
4
GST is Burden to you
Strongly Agree
8
9
1
4
Agree
9
5
0
4
Neither Agree nor Disagree
1
2
0
2
Disagree
1
0
0
0
Strongly Disagree
19
16
1
10
Total
8
9
1
4
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Total

ChiSquare

P
Value

20
19
1
3
3
46

11.011

0.528

22
18
5
1
46
22

4.927

0.841

22
18
5
1
46
22

4.927

0.841
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GST influence your purchasing pattern
Strongly Agree
12
5
0
9
26
23.016
.028
Agree
6
6
0
1
13
Neither Agree nor Disagree
0
3
1
0
4
Disagree
0
1
0
0
1
Strongly Disagree
1
1
0
0
2
Total
19
16
1
10
46
GST affect purchase of Organic food products
Strongly Agree
6
6
0
3
15
8.390
.754
Agree
4
7
1
4
16
Neither Agree nor Disagree
5
3
0
1
9
Disagree
3
0
0
1
4
Strongly Disagree
1
0
0
1
2
Total
19
16
1
10
46
Purchasing Organic food product has become a luxury after implementation of GST
Strongly Agree
6
6
0
3
15
8.290
.762
Agree
4
0
0
2
6
Neither Agree nor Disagree
6
6
1
5
18
Disagree
2
3
0
0
5
Strongly Disagree
1
1
0
0
2
Total
19
16
1
10
46
Organic food products are costlier than conventional food products after implementation of GST
Strongly Agree
4
0
0
5
9
22.914
.028
Agree
10
8
1
0
19
Neither Agree nor Disagree
2
3
0
5
10
Disagree
2
4
0
0
6
Strongly Disagree
1
1
0
0
2
Total
19
16
1
10
46
Support for GST
Strongly Agree
5
4
0
2
11
14.299
.282
Agree
4
3
1
1
9
Neither Agree nor Disagree
4
3
0
1
8
Disagree
1
5
0
1
7
Strongly Disagree
5
1
0
5
11
Total
19
16
1
10
46
Quantity of the Organic Food Products usually you buy has any change in your buying behaviour after
implementation of GST
Strongly Agree
1
5
0
7
13
18.000
.116
Agree
4
2
0
0
6
Neither Agree nor Disagree
11
6
1
3
21
Disagree
0
1
0
0
1
Strongly Disagree
3
2
0
0
5
Total
19
16
1
10
46
GST will bring change in India’s Economy
Strongly Agree
5
2
0
2
9
13.039
.366
Agree
6
3
0
1
10
Neither Agree nor Disagree
3
4
0
3
10
Disagree
3
3
1
0
7
Strongly Disagree
2
4
0
4
10
Total
19
16
1
10
46
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Inference

GST” are (0.28 and 0.28) which is lesser than the

It is inferred from table 5 that the P values of monthly

table value (0.05). So there is a significant

income of the respondents and Purchasing Pattern of

association

Organic Food products after implementation of GST

respondents and Purchasing Pattern of Organic Food

of eight variables are (0.528, 0.841, 0.841, 0.754,

products after implementation of GST.

0.762, 0.282, 0.116, and 0.366) respectively, Which

Testing of H04

between

monthly

income

of

the

is higher than the table value (0.05) ). So there is no

H04: There is no significant difference

significant association between monthly income of

between Gender of the respondents and Purchasing

the respondents and Purchasing Pattern of Organic

Pattern

Food products after implementation of GST of eight

implementation of GST.

of

Organic

Food

products

after

variables. Hence, null hypothesis is accepted. Except

To find out the significant difference

two variables “GST influence your purchasing

between Gender of the respondents and Purchasing

pattern” and “Organic food products are costlier than

Pattern

conventional food products after implementation of

implementation of GST, Independent t-test is applied.

of

Organic

Food

products

after

Table No: 6 Independent t-test between gender and Purchasing Pattern of Organic Food products after implementation of GST

Purchasing Pattern of Organic Food products after
implementation of GST

The price of Organic food products has increased after
implementation of GST
GST is Beneficial to you
GST is Burden to you
GST influence your purchasing pattern
GST affect purchase of Organic food products
Purchasing Organic food product has become a luxury after
implementation of GST
Organic food products are costlier than conventional food
products after implementation of GST
Support for GST
Quantity of the Organic Food Products usually you buy has
any change in your buying behaviour after implementation of
GST
GST will bring change in India’s Economy

Male

Female

t
Value

p
Value

Mean

SD

Mean

SD

2.07

1.223

1.65

0.996

1.206

0.234

2.41
1.62
1.59
2.17
2.59

1.181
0.728
1.018
1.070
1.242

2.35
1.82
1.88
2.18
2.12

1.057
1.015
1.054
1.237
1.054

0.175
0.787
0.940
0.012
1.305

0.862
0.435
0.352
0.991
0.119

2.41

1.119

2.41

1.064

0.006

0.995

3.03
2.38

1.658
1.178

2.82
2.82

1.286
1.334

0.450
1.176

0.655
0.246

3.03

1.500

2.88

1.364

0.343

0.733

Inference
It is inferred from table 6 that the P values

So there is no significant association between

of Gender of the respondents and Purchasing Pattern

Gender of the respondents and Purchasing Pattern of

of Organic Food products after implementation of

Organic Food products after implementation of GST.

GST are (0.234, 0.862, 0.435, 0.352, 0.991, 0.119,

Hence, null hypothesis is rejected.

0.995, 0.655, 0.246 and 0.733) respectively, which is
higher than the table value (0.05).
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VII. FINDINGS

VIII. SUGGESTIONS & CONCLUSION



63% of respondents are male.



41.3% of respondents are belong to age group of

entire goods and services shall be liable for GST. The

26-30.

GST rules require that there will be two different

37% of respondents are completed Higher

types of GST levied on each transaction – State GST

Secondary Level of education.

and Central GST. The retail price of the agricultural –

41.3% of respondents are earning below Rs.

inputs are directly affected by the manufacturing cost

10,000 per month.

of the products.




After the GST comes into the picture, the

Thus, if manufacturing cost increases, the



71.7% of respondents are married.



63% of respondents are with nuclear family.



63% of respondents are Salaried Employees.



There is no significant difference between age of

retail price of the product also increases and vice –
versa. Majority of the respondents are strongly

the respondents and Purchasing Pattern of
Organic Food products after implementation of

There is no significant difference between
educational qualification of the respondents and
Purchasing Pattern of Organic Food products
after implementation of GST of these 8

There is a significant difference between
educational qualification of the respondents and
Purchasing Pattern of Organic Food products
after implementation of GST of two variables.



There is no significant association between
monthly

income

of

the

respondents

and

Purchasing Pattern of Organic Food products
after implementation of GST of eight variables.


There is a significant association between
Monthly

income

of

the

respondents

and

Purchasing Pattern of Organic Food products
after implementation of GST of two variables.


GST” and majority of respondents agree that “The
implementation of GST”.
Animal or vegetable fertilizers, Organic
fertilizers put in unit containers and bearing a brand
name has 5% GST and all good and organic manure
without brand name is 0% GST.

variables.


conventional food products after implementation of

price of Organic food products has increased after

GST


agreed that “Organic food products are costlier than

This is highly

appreciated because; it will increase the production of
Organic foods. Government can even bring that
animal or vegetable fertilizers, Organic fertilizers put
in unit containers and bearing a brand name in to 0%
GST. But still many people are not aware of Organic
food products and as compare to conventional food
products, Organic food products are costlier. So
many people are not ready to afford more on organic
food products.
It is suggested that Government should
create awareness about the organic food products by
way of providing subsidies and exemption for the
same and make India as Healthy India.

There is no significant association between
Gender of the respondents and Purchasing
Pattern

of

Organic

Food

products

after

implementation of GST.
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Abstract
GST (Goods and Services Tax) is assigned

In 1983 in the ministry of Rajiv Gandhi

as a uniform indirect tax levied on goods and

the honorable finance Minister Mr. V.P.Singh

services across a country. More than 160 countries

(Vishwanath Pratap Singh)introduced a single tax

have implemented under the GST tax system.

system in the name of Modified Value Added Tax

The GST has major advantages and

(MVAT).

disadvantages and great history and to implement a

A single common "Goods and Services

new tax system.The research paper is going to

Tax (GST)" was proposed and given a go-ahead in

discuss about the Impact of GST which sectors are

1999 during a meeting between then Prime

negatively affected sectors by GST

Minister Atal Bihari Vajpayee and his economic

The paper is titled as “An impact on

advisory panel, the RBI governors forms a three

GST- An insight into negative impact on

member committee IG Patel, Bimal Jalan and

theService& Pharmaceuticals sectors”where as

C.Rangarajan. Vajpayee set up a committee headed

going to discuss about the after the GST

by the then finance minister of West Bengal, Asim

the

sectors falls to profit or loss or the consumers

Dasgupta to design a GST model.

suffering the profit or loss.

Notification about the GST
Its simple that it was every year we are

I. INTRODUCTION
Goods and service tax is a type of indirect

following the financebudget at the month of April.

July 2017

February 1st week of 2017 at the time of Genral and

President of India Mr. Pranab Mukarjee released at

finance budjet is implemented on February itself

the time of 00:00 am with our honorable Prime

every year the finance budget is realesed on April.

minister of India Mr. Nareendera Modi. The GST

But this year onFebruary Honorable Finance

followed by more than 150 countrie.

Minister Mr. Arun Jaitely

History of GST

month

tax which has

introduced on 1

ST

implemented in the

The goods and service tax is having a
great history before 30 years.
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Before the GST in India

Impact on GST





Before the GST in India there are Different




The central government has proposed to

types of tax were levied in India Namely

insulate the revenue of the state from the

Direct and Indirect Tax.

impact of GST, within the expectation in due

Sales tax, purchase tax, customs tax, excise

courses. GST is levied on Hotels and Service.

duty, VAT etc.,



Before GST there are different types of Tax

On GST the different types of tax had take and



However no concrete laws were made support

come to one unique tax system and taken come
under a slab tax rates.
Motto of GST


One Nation



One Tax



One Market

to such action
The sectors which I am choosed is


Service Tax



Pharmaceuticals sector
It has two types they are.

Advantage of GST



Positive impact



Negative impact

GST has a single and major advantage

But this paper is going to focus on

which has an uniqueness of tax will be followed

Negative Impact of GST on the Service tax

throughout the Nation.

Pharmaceuticals rate.

Disadvantages of GST

Negative Impact




Due to the GST the day to day consumers



GST levied by the government as CGST for

have earning more risks and loss

central, SGST for state government are nothing

An Example Deccan chronicle a daily news

but fantasy terms representing older terms

paper before the GST the cost the paper is

Service Tax, CST, and VAT in a new way.

Rs.2 and after the GST the book is Rs.5
So my



question is after GST they

charged in the name of a single taxation

purchase any new materials. If “No” means why
they raise the amount of the paper. So they are

GST is a confusing term where double tax is

system.


Most of the indirect taxes would now start

using the old machines why they increase the paper

coming under GST. The Central excise tax is

rate.

levied at the time of Manufacturing but GST is

GST slabs percentage

levied till the selling stage.

The GST slabs percentage are divided into five slab
percentage
GST %
GST@0%
GST@5%

GST@12%
GST@18%
GST@28%

On nov 10, on the

GST Council the

Indian Modi Government has reduced the tax
Products
for, milk, salt, curd unpacked food
grain, education and health services
for sugar, tea leaves, cashew nuts,
dresses above Rs.1000, footwear up
to Rs. 500, coir matts, etc.,
butter, ghee, mobile phone,
umbrella, almonds, etc.,
movie tickets, ice-cream, computer,
printer, hair oil, tooth paste, soap
all narcotics, luxury and sin items,
consumer durables such as A/c,
Fridge, aerated drinks etc

amount from 28% to 18%. On Nov 10 these items
were

moved

from

28%

to

18%

bracket

Wire, cables, insulated conductors, electrical
insulators, electrical plugs, switches, sockets, fuses,
relays,

electrical

connectors,Electrical

boards,

panels, consoles, cabinets etc for electric control or
distributionParticle/fibre boards and ply wood.
Article of wood
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Negative impacts of GST on the Service tax rate

In this above chart, the chart explains about the



Hotels

Service tax rate @ 15% is presently charged on
the services.



40%
40%
35%
30%
25%
20%
15%
10%
5%
0%

Due to Increase of Service Tax the hotels are
gaining the Profits but the Consumer are
consuming the Loss.



Service Tax is a type of Indirect Tax before
GST, but after GST the turned into Direct Tax.



The major Negative Impact is Small hotels are
including GST.



collection
of
data
through
interview
method

35%

15%
10%

percentage

Before GST the service tax for A/C Hotel is
11.5% but after GST is 18%. This shows the
service tax because of GST many customers
are spending on Hotels.

Pharmaceutical industry

Example of GST on Service tax rate



I went to a hotel before the GST and I
purchase a

principal supplier of generic drugs all over the

vadakari for Rs.30 there is no any

world, with 80% of all AIDS drugs produced

TAX. But after the GST I went to the same and
hotel purchase the same quantity of GST. I am
shocked because of the same amount of quantity
,but the cost is Rs.33.50

when I saw the bill

CGST(Central Goods and Service Tax) is Rs.3.50

The Indian pharmaceutical industry is the

in India.


Indian pharmaceutical companies manufacture
20% of all generic drugs used around the
world.

Negative impacts of GST on the Pharmaceutical

and SGST(State Goods and Service Tax

The medicines is used by only the patients

Collection of data through Interview
methods

for their personal problems, while emerging the
new GST to the mediciens the consumers and



Do you know about GST?



Do your Hotel affected by GST?

cannot able to buy their medicines



Wheather you accepting GST?

Example of GST on Pharmaceutical



Will you know the slab rates of GST?



What is the Difference between before GST &

01-06 to buy Medicines as I sawthe bill the rate of

after GST?

the Anten 250mg the rate of the medicine is Rs.

patients who are under the level of illeteracy are

As I went to Apollo Pharmacy on 2018-

A question contain 5%This data is
collected from male only
No of respondents
25
25
25
25

The respondents are
5 star Hotel
A/C Hotel
HOTEL
Mess

53.75 the GST is 12% whereas., CGST is 6% is
3.22 & SGST is 6% is 3.22 total cost of the

%
35%
30%
30%
10%

Medicine Just you imagine the poverty and the
peoples who are under the level of poverty what
they do., medicine is the need of the persons who
are sick.
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II. CONCLUSION
The GST is a uniquee tax system, but the
GST is has an majour negative impact in front of
my view, because many company falls in loss after
the GST. Before GST there are different types of
tax but the cost of the goods is seen as lesser
amount, but after the GST the many tax will falls
in single form of tax, so the cost of goods should
be decrease while comparing with before GST &
after GST, but its in opposite.
The hotels are Gaining More Cost after the
GST so the consumers are spending more money
while enjoying in Hotels.
The Tax which is levied on the medical is
to be get back by the central Government because
the medicine is used by the both rich and poor
peoples, but the poor peoples who are in sick they
are suffering many problems So these two sectors
are earning Profit_ but the consumers who are
burdening the loss
III. FINDINGS
The GST is favourable for consumers or to
Government or the industries or companies or
small and large business
IV. CONCLUSION
The The GST is favorable to the
Government,

not

for

the

industries,

companies,small and large business because the
above sectors are gaining Profits,

but the

consumers & entrepreneurs are suffering the loss.
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Abstract
GST is a consumption based tax levied on

difficulty in understanding the tax system as well as

sale, manufacturing and consumption on goods and

they have different perception on taxes on

services at a national level. Many taxes such as

consumption.

central excise duty, service tax, central surcharge

Keywords:

and cess etc. levied by Central Government and

Behavior.

GST,

FMCG,

VAT,

Consumer

VAT / sales tax, entertainment tax, octroi & entry

I. INTRODUCTION

tax, purchase tax, luxury tax, taxes on lottery etc.

Fast Moving Consumer Goods (FMCG)

levied by State Governments have been subsumed

goods are popularly named as consumer packaged

under GST. The fast moving consumer goods

goods.

(FMCG) sector of India comprises more than 50 %

consumables (other than groceries/pulses) people

of the food and beverage industry and another 30

buy at regular intervals. The most common in the

% from personal and household care, thereby

list

spanning the entire rural and urban parts of the

toothpaste, shaving products, shoe polish, packaged

country (Subramanian, 2015). Under the proposed

foodstuff, and household accessories and extends to

GST regime, it is expected that it would result in a

certain electronic goods. These items are meant for

simpler tax system, especially for industries like

daily of frequent consumption and have a high

FMCG. Presently the peak tax costs for industry

return. The Fast Moving Consumer Goods Industry

players amount to approximately 27% (i.e. Excise

includes food and non-food everyday consumer

Duty of 12.5% and VAT ranging from 12% to

products. They are usually purchased as an

15%). Under the GST regime, it is proposed that

outcome of small-scale consumer decision so they

the revenue neutral rate would be in the range of

are heavily supported (advertising, promotion) by

16% to 19%, thereby resulting in significant benefit

the manufacturers. Typical purchasing of these

for the sector. Consumer behaviour is the sum total

goods occurs at grocery stores, supermarkets,

of a consumer's attitudes, preferences intentions

hypermarkets etc. The manufacturers are always

and decisions regarding the purchasing a product

exploring new outlets and sales locations while the

or service. They include things like physical

traditional retailers have introduced private label

factors, social factors, time factors, the reason for

brands to capture additional profit. Every one of us

the buyer’s purchase and the buyer’s mood. Many

uses fast moving consumer products every day.

are

Items

toilet

in

this

soaps,

category

detergents,

include

all

shampoos,

times it has been observed that people may have
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Under the proposed GST system, various

strong distribution network. Today's Indian Urban

Indirect Taxes would be subsumed (except for few

consumers are some of the most content in the

taxes such as Stamp Duty) and hence it is expected

world. They are value conscious, demanding and

that it would result in a simpler tax regime

evolving bunch of buyers. They are more

especially for industries like FMCG. Apart from

experimental and willing to try out new products.

the rate of tax will also have a significant impact on

One can witness this with the growth and entry of

the FMCG sector. Presently the peak tax costs for

foreign brands. Their focus if shifting from regular

industry players amount to approximately 27% (i.e.

impact of GST in FMCG products of soaps, oils,

Excise Duty of 12.5 % and VAT ranging from 12%

creams to health and wellness product like Olive

to 15 %). Under the GST regime, it is proposed that

oils, Sugar substitutes, Breakfast Cereals. More and

the revenue neutral rate would be in the range of

more consumers behaviour are shifting towards

17% to 19%, thereby resulting in significant benefit

purchase of FMCG products.

for the sector.

II. REVIEW OF LITERATURE

The study focuses on buying decision

Empowered

Committee

of

Finance

related to FMCG segment which generally involves

Ministers (2009) introduced their First Discussion

habitual decision making choice. The first section

Paper on Goods and Services Tax in India which

of the study gives an over view the impact of GST.

analyzed the structure and loopholes if any in GST.

The next section deals with the theory building on

Vasanthagopal (2011) in the article GST

the concept of consumer behaviour followed by

in India: A Big Leap in the Indirect Taxation

discussion on tax in FMCG sector and moves

System discussed the impact of GST on various

further with discussion on top gain and losses of

sectors of the economy. The article further stated

GST regime .

that GST is a big leap and a new impetus to India’s
economic change. Seventy Third Report of
Standing Committee on Finance (2012-2013).
The

Constitution

(One

Hundred

Fifteenth

Amendment) Bill, 2011.Bird (2012) summarizes in
the article The GST/HST: Creating an integrated
Sales Tax in a Federal Country the impact of GST
will be on Canada.
Significance of The Study
Indian FMCG market can be divided into
urban and rural markets. The purchasing consumer
behavior in these markets gives one the inside into
the changing scenario of the industry. A decade ago

Garg (2014) in the article named Basic
Concepts and Features of Good and Services Tax
in India analyzed the impact and GST on Indian
Tax scenario and concluded that it will strengthen
out free market economy.

it was hard to associate the rural consumer with
Brands and value for money concept but with
technology and growing rural economy the rural
consumers also became cautious and aware about
Brands. The top FMCG companies have become
aggressive in impact of GST and distributing their

III. OBJECTIVES
1. To study the impact of GST.
2. To study the proposed on the FMCG
Industry in India.
3. To study the concept of Consumer’s
Behavior and their Buying decision.

products in these markets with retail outlets and
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currently amount to 2-7 percent of the total

Research Methodology
The study focuses on descriptive paper,

cost, but are expected to drop to 1.5 percent

data collected from various books, national &

after implementation of GST software. Due to

international

reports,

the smoother supply chain management in

publications from various websites which has been

regards to paying tax, claiming input credit,

published and focused on various aspects of GST.

and removing CST under the GST regime,

GST Impact in FMCG

there will be a cost reduction in terms of

journals,

government

The fast-moving consumer goods (FMCG)

transportation and storage of goods. The

segment is the fourth largest sector in the Indian

reduction in taxes and distribution costs should

economy. It has grown from US$ 9 billion in FY

enable companies to lower prices on consumer

2000 to US$ 49 billion in FY 2016-17 and has an

goods.

expected compound annual growth rate (CAGR) of



Increase in effective tax rates: Aerated

20.6 percent to reach US$ 103.7 billion by 2020,

beverages have been placed in the highest tax

according to the India Brand Equity Foundation’s

slab of 28 percent and will now attract an

July 2017 presentation.

additional tax of 12 percent. Beverage

Within the FMCG sector, food products is

companies have said the effective tax rate of

the leading segment, accounting for 43 percent of

40 percent on sweetened aerated water and

the overall sector. Personal care (22 percent) and

flavored water under GST is against the stated

fabric care (12 percent) come next in terms of

policy of maintaining parity with the existing

market share. Growing awareness, easier access,

weighted average tax, which is significantly

and changing lifestyles have been the key growth

below 40 percent.

drivers for the sector.

―This increase will have a negative ripple

With this sector growing at such a rapid

effect and hurt the entire ecosystem of farmers,

pace, many businesses would like to know how the

retailers, distributors, and bottlers in India. This

post-Goods and Services Tax (GST) scenario looks

increase in tax will further limit the growth of the

for FMCG. Will FMCG benefit from GST or not?

beverage industry,‖ said the Indian Beverage

Will the prices of goods increase or decrease? Who

Association (IBA) in a statement.

will bear the ultimate tax burden?

FMCG Industry in India

Other Aspects


The total current tax rate for the FMCG

Reduction in logistics costs: The FMCG

industry is around 22-24 percent. Under GST, the

sector will also benefit from GST by saving a

tax rate comes to an average of 18-20 percent. Let’s

considerable amount of expenses on logistics.

look at how the new tax rates under GST impact

Distribution costs for the FMCG sector

major products within the sector:
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Companies

such

Patanjali,

Sanjay Manyal, Analyst, ICICI Securities. He also

ITC, HUL and Marico are either slashing the prices

pointed out that tax exemption provided to several

of goods or increasing the volume of the product on

critical products required for food processing —

dispatches made from 1 July onward, extending

jaggery, cereals, and milk — would benefit this

the tax benefits

industry.

to

as

consumers

under

the GST regime. In particular, HUL has slashed the

Consumer’s

price of its detergent soap Rin bar of 250 gm. from

Decision

Rs.18 to Rs.15 and increased the weight of its Surf

Behaviour

and

Their

Buying

Consumer behavior is a widely studied

Excel bar costing Rs.10 from 95 gm. to 105 gm.

field though complex to understand as it deals with

Lower prices could potentially support volume

human mind which is difficult to predict exactly.

growth for certain products, particularly in the rural

Purchasing decision of the people are affected by

segment. ―We believe it could result in a faster

many factors and many of consumers do not even

consumption shift from unbranded to branded

know these factors that drive them to particular

products, spurring volume growth for FMCG

decision. There are characteristics behind every

companies. Simultaneously, it will also bring

buying decision that can come from cultural, social,

operational efficiency with rationalization of

personal or psychological factors.

supply chain by removing bottlenecks,‖ says
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Buying behaviour vary depending upon

IV. CONCLUSIONS

the nature of the product. Occasional purchases go

There are some instances where the tax

through a rigorous decision making process while

rate under GST is higher than the present tax rates,

routine purchases need little efforts. Habitual

and in such cases, several dealers could increase

decision-making

made

their stock levels in the run up to GST. On the

routinely with little or no conscious effort. The

other hand, GST impacts the FMCG sector by

products that are purchased frequently, like coffee,

readjusting tax brackets and reducing distribution

toiletry can be categorized to the habitual decision-

costs for various companies. Some companies will

making mode. Selecting a coffee brand does not

―gain‖ with lower taxes and distribution costs, and

need high consideration and the involvement level

thus may respond by increasing product volume

is low in this case and consumers are likely to stay

and lowering prices, while others may ―lose‖ with

with one brand for a long time. When people take

higher taxes, and thus need to compensate by

decision about purchasing a product its price does

increasing prices.sales tax has not affected the

matter. GST taxes are an inescapable part of the

consumer buying decision and same can be

purchasing experience of all type of product while

expected about GST as the tax regime will be based

the frequency of purchase, price of the product

on staged collection of tax. It was found that people

,bargaining position of the buyer affect the degree

do not give much importance to invoice based

of attention to the issue of GST. Sales tax is

purchases. In It would be in the interest of better

imposed on consumption of goods which is an

revenue collection that for GST regime awareness

indirect tax and ultimate burden fall on the

programs focusing on consumers should be

consumers. Imposition of GST affect the consumer

conducted so that invoice based purchasing

behaviour but system of tax collection may affect

practices are promoted and GST regime turns out

the same. Consumer behavior and buying decision

to be not only comprehensive but also revenue

making is involved in Fast Moving Consumer

productive.

choices

are

usually

Goods (FMCG) sector.
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Abstract
Goods and Services Tax (GST), India’s most

Keywords: Goods and Services Tax, Corporate

ambitious Indirect tax reform has been rolled out

Social Responsibility, CSR Expenditure.

st

from 1 July 2017. It has subsumed multiple
indirect taxes levied by both Central Government

I. INTRODUCTION
Goods

and

Services

Tax(GST) is

and State Governments like Excise duty, Service

a comprehensive, multi-stage, destination-based

tax, VAT, CST, Luxury tax, Entertainment tax,

tax that will be levied on every value addition. GST

Entry tax, etc. Building the social infrastructures,

the biggest tax reform in India founded on the

providing basic amenities to the poor, improving

notion of “one nation, one market, one tax” is

sanitation and health care facilities and providing

finally here. The single biggest indirect tax regime

education

of

has kicked into force, dismantling all the inter-state

Governments and Corporates. This paper focuses

barriers with respect to trade. The GST rollout,

on the impact of GST on Corporate Social

with a single stroke, has converted India into a

Responsibility(CSR) activities and its exemptions

unified market.

is

the

joint

responsibilities

and deductions pertinent to CSR expenditure.

Corporate

Social

Responsibility(CSR)

Information set out in this paper is sourced from

could be defined as the voluntary commitment of

extensive

companies to contribute to sustainable economic

literatures

collected

from

various

websites and journals. The study reveals that,

development

under the GST model, there is no specific

environmental concerns into their operations and

exemption for the expenditure incurred on CSR

interactions (Banerjee, 2008).CSR in India was an

activities. It is suggested that exemptions and

activity that was performed but not deliberated. In

deductions for CSR activity will definitely lead to

order to streamline the philanthropic activities and

an increased spending on the same. However, it is

ensure more accountability and transparency, the

needless to accept that contributions by corporates

Government of India made it mandatory for

towards social measures need to be philanthropic.

companies
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Ministry of Corporate Affairs notified Section 135

cannot be availed by the company, the intent

and Schedule VII of the Companies Act 2013 as

should be to benefit the company otherwise in

well as the provisions of the Companies (Corporate

terms of reduced compliance burden, by including

Social Responsibility Policy) Rules, 2014 to come

GST paid as part of total CSR expenditure for the

into effect from April 1, 2014 which is as follows:

purpose



of

compliance

of

minimum

such

Every company having net worth of Rs. 5

expenditure in one Financial Year as given under

crores or more, or

Companies Act, 2013. Obviously, the intent cannot



Turnover of Rs. 1000 crores or more, or

be to discourage CSR activities by companies.



A net profit of Rs. 5 crores or more.

Further, the Company shall ensure that CSR

II. LITERATURE REVIEW
According to Shefali Dani (November

activity is as per the CSR Policy and Schedule VII
of the Companies Act, 2013.
The

2016), the proposed GST regime is a half-hearted

ICAI

Memorandum

(January,

attempt to rationalize indirect tax structure. More

2018)has made suggestions in the cases where a

than 150 countries have implemented GST. The

company has its own trust or foundation. It stated

Government of India should study the GST regime

that the deduction in respect of expenditure

set up by various countries and also their fallouts

incurred for CSR activities should be allowed. CSR

before implementing it. At the same time, the

expenditure is allowed by way of donation to Prime

government should make an attempt to insulate the

Minister Relief Fund/ Trust registered u/s. 80G/

vast poor population of India against the likely

associations approved u/s. 35AC. If the deduction

inflation due to implementation of GST. No doubt,

of CSR expenditure is not allowed, this shall be

GST will simplify existing indirect tax system and

discriminatory for those corporates, who may like

will help to remove inefficiencies created by the

to carry out CSR activities on their own.

existing current heterogeneous taxation system,

According to Girish Garg(Feb 2014),

only if there is a clear consensus over issues of

GST is leviable on all supply of goods and

threshold limit, revenue rate, and inclusion of

provision of services as well combination thereof.

petroleum products, electricity, liquor and real

All sectors of economy whether the industry,

estate. Until the consensus is reached, the

business including Govt. departments and service

government should resist from implementing such

sector shall have to bear impact of GST. All

regime.

sections of economy viz., big, medium, small scale
According to S K Mishra (September

units, intermediaries, importers, exporters, traders,

2017),the exemption list published byGST Council

professionals and consumers shall be directly

covers only four Services under CSR activities. The

affected by GST. Experts say that GST is likely to

GST Council must revisit the exemption list and

improve

should incorporate more services which qualify

economic development by breaking tax barriers

under CSR activities in the GST exemption list to

between States and integrating India through a

encourage Corporates for spending in CSR

uniform tax rate. Under GST, the taxation burden

activities.

will be divided equitably between manufacturing

tax

collections

and

Boost

India’s

According to Vallari Dubey(October,

and services, through a lower tax rate by increasing

2017),Tax creditof which is not available shall

the tax base and minimizing exemptions.The author

become part of total cost for the company. If credit

in his paper has briefed out the history, impact of
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III. OBJECTIVES
GST on various sectors, justification and the

1.

To study the impact of GST on CSR activities

benefits of implementation of GST.

2.

To study the treatment of tax on CSR
expenditure during Pre and Post GST

Research Gap
There exists a research gap in the area of

IV. RESEARCH METHODOLOGY

the impact of GST on CSR activities and

Data for the purpose of the study has been obtained

exemption for CSR expenditure. Research papers

from various Websites, Articles and Journals.

could hardly be found in this respect.

GST Mechanism

In the recent months, with the advent of

There are 3 taxes applicable under GST:

GST, life of corporates has experienced all sorts of
challenges in terms of operational flexibility and

CGST: Collected

the

Central

Government on an intra-state sale. (Within state)

cost. One such aspect that has not been shed much
light on, is the impact of GST on CSR activities

by

SGST: Collected by the State Government
on an intra-state sale (Within state)

and expenditure thereon by the companies.

IGST: Collected

by

the

Central

The purpose of this paper is to showcase

Government for inter-state sale (Between states)

the long-term impact of (GST) on Corporate Social

The tax structure under the new regime will be as

Responsibility activities and the treatment of

follows:

expenditure spent on it based on secondary data.
Table 1 Tax Structure under GST Regime

Transaction
Sale within the
State
Sale to another
State

New
Regime
CGST +
SGST
IGST

Old Regime

Replacement effect of New regime over the Old one

VAT + Central
Excise/Service tax
Central Sales Tax +
Excise/Service Tax

Revenue will be shared equally between the Centre and
the State
There will only be one type of tax (central) in case of
inter-state sales. The Centre will then share the IGST
revenue based on the destination of goods.

In the pre-GST regime, there were many

Input Tax Credit (ITC)

indirect taxes levied by both state and centre.

Input Tax Credit is the provision under

Central Excise Duty, Duties of Excise, Additional

which a business entity can secure a refund or a

Duties of Excise, Additional Duties of Customs,

credit for the tax levied on an input, against the sale

Special Additional Duty of Customs, Cess, State

of the final product. The tax paid by the supplier is

VAT, Central Sales Tax, Purchase Tax, Luxury

reduced to the extent of tax already levied on the

Tax, Entertainment Tax, Entry Tax, Taxes on

inputs used. With the introduction of ITC,

advertisements, Taxes on lotteries, betting, and

GST avoids the cascading effect as the tax is

gambling. All these taxes have been replaced

calculated only on the value-added at each stage of

with Central GST, State GST, and Integrated GST.

transfer of ownership. Additionally, credits at every

Tax on tax was calculated and paid by every

stage will keep on adding, thereby making value

purchaser including the final consumer. When

addition at every level. A consumer will thus bear

goods were manufactured and sold Excise Duty

only the last charged GST of the supply chain but

charged by the centre was charged over and above

will be able to enjoy the benefits of the entire

Excise Duty, VAT charged by the State. This is

supply chain. Let us understand the cascading

called Cascading Effect of Taxes.

effect and how GST relieves us through a figure.
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Figure 1 – GST and Cascading Effect

GST Interstate Model Example
GST will improve the collection of taxes

transactions without consideration, where the

as well as boost the development of Indian

transaction is considered as a supply by virtue of

economy by removing the indirect tax barriers

Schedule 1, the taxable value will still have to be

between states and integrating the country through

uploaded while filling the IT form under GST.

a uniform tax rate.
Impact of GST on CSR

It sounds completely un-reasonable that
Government is even trying to fill its treasury by

Companies Act, 2013 has made it

way of levying GST on CSR activities twice i.e.

compulsory for Corporate fulfilling specified

once during purchase of input and again during

criteria to spend at least 2% of their average net

execution of work by using said input, which is

profit for the period immediately preceding three

contrary to the principle of social justice.

financial years on CSR activities, but the Govt. has

The GST Council has so far notified 87

given no specific exemption from levy of GST on

types/nature of services which are exempted from

expenditure incurred on CSR activities.

GST (i.e. Nil rated services). There are only four

It is pertinent to mention that the CSR

Services which is covered under CSR activities &

activities undertaken by Corporate are mostly in the

find mentioned in said exemption list i.e. Service

nature of Works contract service/pure service

relating to cultivation of Plant, Services by way of

which attract GST of 18%.It means out of the total

sponsorship of sporting events, Educational service

fund earmarked for CSR activities, roughly

& Services by way of public conveniences such as

rd

1/3 will go to Government exchequer in the form
rd

provision of facilities of bathroom, washrooms,

of GST while 2/3 will be actually spend on CSR

lavatories, urinal or toilets. Besides these none

activities, which may discourage Corporate from

other CSR activities are appears to be covered

spending more on CSR activities. In case of

Mayas Publication IFS- 1.14 |SJIF-2016-3.343|SJIF -2017- 4.253|ISI-0.67

Page 136

Emperor International Journal of Finance and Management Research ISSN: 2395-5929

under the list of services which are exempted from

are NOT business expenditures in true sense. In

the ambit of GST.

case the expenditure incurred in accordance with

Treatment of Tax on CSR Expenditure

the provisions of section 135, read with Schedule

Expenditures as per Schedule VII of the

VII of the Companies Act, 2013 fulfils the

Companies Act, 2013 are only treated as CSR

requirements of these

sections,

they

would

expenditure. With the introduction of explanation II

automatically get a deduction for such expenditure

in section 37, CSR expenditures are not allowed

under the provisions of the Income tax Act.

only u/s 37. Which means that apart from section

Hence, as per the present understanding of

37, certain sections, within sections 30 to 36 of the

the law, some of the options available to the

Income-tax

corporates for claiming benefit under the provisions

Act,

1961

provide

for

specific

deductions in respect of certain expenditures which

of Income-tax Act, 1961 are as follows:

Table 2 Tax Treatment of Expenditure & Quantum of Deduction

Income Tax
Section
Sec 80G

Tax Treatment of Expenditure & Quantum of Deduction

Donation directly or to registered NGO or to PM national relief fund, or for promoting family
planning etc. 100% (50% in some cases) of such deduction allowed. Donation in kind is not
allowed.
Expenditure incurred on project or scheme for promoting the social and economic welfare or
Sec 35AC
upliftment of the public as approved by the national committee set up for this purpose ,100% of
such expenditure is admissible. But the activity of association whom the donation made should
be stated under Schedule VII of comp Act.
Sec 35CCD Expenditure on skill development project as notified by the board is eligible with weighted
deduction of 1.5 times of such expenses.
Finance Minister Arun Jaitley announced
GST is said to be positive for the economy as a
100 percent tax exemption in Corporate Social
Responsibility activities for Clean Ganga Fund and

whole in the Long-run.
VI. SUGGESTION AND CONCLUSION

Swachh Bharat Kosh, as he presented his first full-

The overall impact of GST is neutral as far

fledged budget 2014-15 in the Lok Sabha. “The

as the rates, procedures and exemptions are

Ministry is working on tax incentives for these two

concerned. Through expert’s analysis and opinions,

major schemes of the Narendra Modi government

it is given to understand that the impact of GST

and some announcements are likely in the Budget”

will lead to sustainable development of the

a source said. Currently contributions to Prime

economy on the long-run. GST has impacted the

Minister’s National Relief Fund is allowed as 100

CSR activity in such a way that anything supplied

percent deduction. “The Budget is likely to outline

as part of CSR program are supplies without

the quantum of deduction which will be allowed for

consideration and cannot be treated as taxable

CSR

supplies, since they are not made in the furtherance

spending

in Swachh

Bharat and Clean

Ganga”.

of business. Hence Input Tax credit available for
V. LIMITATIONS

taxable supplies cannot be availed by companies

The complete picture on the impact of

for the inputs used for CSR activities. Govt. has

GST on CSR can be realised only over the period

given no specific exemption from levy of GST on

of time. GST has been rolled only since 1st July,

expenditure incurred on CSR activities.

2017 and hence in this paper, the short-term impact
can only be analysed. But in the expert’s opinion

The GST

Council must revisit the

exemption list (Nil rated Services) and should
incorporate more services which qualify under CSR
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activities in the GST exemption list to encourage
Corporate for spending in CSR activities. However,
it is the core responsibility of every business to
secure the environment in which it operates for the
business to exist in the future.
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