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MPACT OF GOODS AND SERVICES TAX(GST) ON
[NDIAN MANUFACTURING AND TRADE ACTIVITIES

3

PROF. ASHISH RAMESHLAL KANHU
Assistant Professor,
Department of Commerce,
Arts, Science and Commerce College, Chikhaldara.

Abstract

GST also known as the Goods and Services Tax is defined as the giant indirect tax structure
designed 10 supportand enhance the economic growth of a country. More than 150 countries have
implémented GST so far. However, theidea of GST in India was mooted by Vajpayee government in
2000 and the constitutional amendment for the same waspassed by the Loksabha on 6th May 2015.
The Goods and Services Tax (GST), implemented on July 1, 2017, is regarded as a major taxation
reform till date implemented in India since independence in 1947. The primary objective behind
development of GST is to subsume all sorts of indirect taxes in India like Central Excise Tax,
VAT/Sales Tax, Service tax, etc. and implement one taxation system in India. The GST based taxation
system brings more transparency in taxation system and increases GDP rate from 1% to 2% and
reduces tax theft and corruption in country. The paper highlighted the background of the taxation
system, the GST concept and also presented in-depth coverageregarding advantages to various seclors
of the Indian economy after levising GST and outlined some challenges of GST implementation.

Introduction:-
Taxation was first imposed in Ancient Egypt around 3000 B.C.- 2800 B.C. during the first
.od that the Pharaoh would conduct a

dynasty of the old kingdom. Records indicate from that pern
biennial tour of the kingdom, collecting tax revenues from the people. Other data indications are
granary receipts on limestone flakes and papyrus. Taxes are the only way for financing the public
goods because of their inappropriate pricing in the market. It can only be levied by the gﬂ%@mtnt, via
funds collected from taxes. It is highly important that the taxation system is designed in such an
appropriate manner that it doesn't lead to any sort of market distortions and failures in the economy.
The taxation laws should be highly competitive s0 that revenue can be raised in a highly efficient and
effective manner. _ S

In India, the taxation system was started in ancient times. The early @xation s:,r?t!:m 5 ex?ﬁtence
¢an be seen in many ancient books like Manu - Smrti and Arthasastra. During the British empire, the

entire taxation system of India was transformed. It was entirely in favor of 1hf: |
rated modern and scientific techniques of taxation systems.

British empire, but it also incorpo /S
' ‘Other l'ﬂmarkatge ]‘jransfﬂrmaﬁnn came in the year {922 in the taxation system when Britishers
- SStablished an entirely new administrative and taxation system in India. In this system, the taxation
UGC Approved Journal No- 41129 {231}
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Direct Taxes and Indirect Taxes. In India, (he g
d by Central and State governments. The authoriy ,

T )
h allocates the power to levy taxes betweg,
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system was categorized in two main categories:
system is entirely controlled, imposed, and update ;
levy Yax is derived from the Indian Constitution, whic
Central Government System and State Government System.

£ Pastian Taxafion Systess -Scenarip i GST* ss and have a direct impact
Tax policies play a vital role in any country's progress Yuk oy
' ¢ ; itv. A good taxation 1:}():[].|;;:_‘5,|r is that which takes Care of
country's economy in terms of efficiency and equity. A g : B Centryl .
the entire income distribution and also generates tax revenues in such a mann “ral and Syyy,
Governments, which can lead to overall benefit in the nation's infrastructure: de:fense, public dmenitjeg
people’s security, and a country's exports. The entire framework to i.l'nPOSﬂ lﬂ‘fhmcl taxes comes undey
Constitutional provisions of India. Article 246, Seventh Schedule gives the right to (':I;:l]tri.i] and Stae
Governments to levy taxes and collect indirect taxes on the basis of goods and services lfimsm.:imn;,
The taxation system varies from manufacturer to manufacturer on point of sale or level of impors (
exports. Indirect taxation based collection systems are based on origin, and are designed to impose 13,
and collect the same at the event of happening of any taxable activity.

" Various taxes are imposed on the Indian population by Central and State Governments [jke
Central Excise, Service Tax, VAT, etc. Before the introduction of VAT in Sales Tax and CENVAT in
Central Excise and Service Tax, the Indian Taxation System wasvery complex and this had cascading
effects. The tax imposed on one destination was also taxed on another. However, in recent times, the
taxation system has seen remarkable revolutions. Many changes in taxation were implemented, that is,
VAT, and implementation of Service Tax by Central Government. With introduction of VAT based
taxation system in India, the foundation stone of GST implementation was laid.

O dny

Research Methodology

This paper is based on exploratory research technique and data cited in this paper were
collected via secondary sources available like statistical data available on various websites of Indian
Government like Finance Ministry (finmin.gov.in), GST Council (gstcouncil.gov.in), GST Council
Archives (gstindia.com), and many more ; literature review from journal papers ; annual reports :
newspaper reports ; and wide collection of magazine based articles on GST. Based on the analysis of
above mentioned data collection sources, the objectives of the study are defined and research design is
drafted which is highly descriptive in nature,

Objectives of the Research Undertaken

®Understanding in - depth the concept of new taxatio,
(GST) in India.

®Understanding the Impact of the GST op Manufacmn'ng and Trade activie
'®@To evaluate the advantages and challenges Surrounding GST activities.

® To furnish the information for future research on G
ST based taxation s
ystem.
E‘i';ﬁgw.mholarsimpact.mm L] schnlarsimpact@}'ahm.mu . __-—{;;;

E UGC Approved Journal No- 41129




e 9] ISSN 2394 Tt.ﬂlﬁl&‘m_m?m St LT
ﬂ"‘:-r o M Multidisciplinary Multilingual Refereed Journal . AR.T College of Commerce, M:f:h n* January 2019
/ e S Sauvesirn
of the St :

i etailed insi cgarding | :

cop® e papef pmﬂdes a ? af insight ?*Lgunllmg implementation of GST tax among various

5 e country- GS.T a fﬂ 1mple?nematmn will bring uniformity with tax rates and will al*t
sctor tots of shortcomings in the Indian taxation system with regard to indirect taxation. The G hz

- 1 - T £ ¥ - : -

. ervices Tax would surely be highly advantageous for major areas of the India economy

o gervices Tax (GST) - Current Scenario
Go* { for GST- Goods and Services Tax : As per the reports of Task Force on Goods and Services

(‘l!al awg)‘ the Indian taxation system led to misallocation of resources and lower productivity in
s of ecONOMIC growth, international trade, and overall development of the Indian economy.
Therefore, thcte\i:'aﬁ an echgcnt need tCt replace the existing tax system with a new engine of taxation
of go0ds and services to attain the following objectives (Roychowdhury, 2012) :

g The tax incidence fell primarily on domestic consumption.

@The optimization of efficiency and equity of the Indian system is desired.

@ There should be no export of taxes across the taxing jurisdiction.

® The Indian market should be brought under a single umbrella of common market.

gEnhancement 1O the cause of cooperative federalism.

@ Introduction to the Goods and Services Tax (GST) : New Article 366 (12A) of the Indian

Constitution (GST India.com, 2016) defined Goods and Services Tax (GST) to mean any tax on supply

of goods or services or both except taxes on the supply of alcoholic liquor for human consumption. As

per the government, the Goods and Services Tax (GST) is regarded as a ‘Reform’ rather than

amendment in the existing Indian taxation system (o sort out all backdoors and cons of the indirect

wxation system. The GST implementation 1s “dual” in nature - one component is implemented by

Centre (CGST) and another component by State (SGST). The base of tax would be the same by Centre

and State governments. GST came into effect in India on July 1, 2017. With some major modifications,

the GST would now have three prime models :

(i) Central GST : GST to be levied by the Centre.

(ii) State GST : GST to be levied by the States.

(iii) Dual GST : GST to be levied by the Centre and the States concurrently.

: GSTIis regarded as a comprehensive and one tax system on manufacture, sale, and consumption of
goods and services at the national level. As GST is implemented, all other taxes have been

discontinued. There is now one tax, that too at the national level, strictly under the control of

theCentral Government. Under GST, there is one tax for both goods and services, which is a clear tax

policy and this will improvise collections of tax. It also lead to 2 clear system and abolish tax based

theft and corruption at the national level. GST being a friendly taxation system for the corporate sector

will provide easiness in tax policies, reduce inflation levels, and make the overall system

(3) Importance of the GST Taxation System:- 5 :
GST will lay a strong foundation of collecting tax at early stage of value addition. Every business/tax

- Payer would be a part of controlling and collecting the tax and remitting theproportion of tax

ﬁ.-ﬂnludnp.a.m - Mmp-ct@ynhnﬂmm s UGC Approved Journal No- 41129 (233}
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siness to taxsupplies made to (h,

{ and consumers in the rm]m...-inE

hrough the bu

corresponding . margin. GST will thereby flow
ponding to its marg for governmen

final ‘consumer.GST Reforms will play a crucial role
for the government in the

manner : . system
. : arent working s¥s

(i) The Government : GST promises a lot for transparent W

following manner : s the country

(a) easy and simple taxation system - one common tax acros

(b) tax base broadening,

(¢) great improvements towards collections of revenues

(d) resource utilization would be more effective i ding effect, which contributes
(e) investments out of savings by consumers - due to mitigation Df it B dlevelopment

to increase in availability of funds out of savings of consumer - Wthh_ may be us L P g
(ii) The Consumer : For a normal Indian citizen, GST promises a lot in terms of better taxation system
as follows: i : =
(a) reduction in the cost of goods and services due to significant elimination of cascading effect op
taxes,

(b) increase in household income and purchasing power

(¢) increase in savings of common man

(d) high increase towards investment potential.

(4) GST Council (GST Council, 2017) : In order to implement GST taxation effectively in India, the
Constitutional (122nd Amendment Bill) was introduced and passed by RajyaSabha on August 3, 2016
and by LokSabha on August 8, 2016. The GST council was framed officially on September 8, 2016
after clearance from the Honorable President of India.As per Article 279A (1) of Amended
Constitution, the GST Council was created by the President within 60 days of the commencement of
Article 279A. The GST Council comprises of the following members :

(a) Union Finance Minister- Chairperson

(b) The Union Minister of State, In - Charge Revenue of Finance - Member

(¢) The Minister In-Charge or Taxation or any other minister nominated by each State Government -
Members.

The GST Council was setup to perform the following duties :

(a) taxes, surcharges, cess of Central and States which will be integrated in GST

(b) goods and services to be exempted from GST

(c) interstate commerce - IGST — distribution between State and
(d) registration threshold limit for GST

(e) GST floor rates
(f) calamities special rates

() provision with regard to special category rates, especially North-Eastern states

Central governments

wwwcholarsimpact.com  w scholarsimpact @yahoo.com ® UGC Approved Journal No- 41129 {234)
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i tical Analysis and C
sctical Analysis and Comparison of Indian GS’
(5) StlllIShFﬂ : . ndian GST Rate with O : ‘
In compansunlx?ruh cn"fc:rgmg maﬂfct economies (EMEs), India has mu:]zr.[anlgn N?t,mns : !
major mn?nwflm,cs falling under this rate of interest. Countries ]ikel Chigna an::: (1;: e IB.% ‘:’"h
commodities falling under 17% tax. Some of the developed economies like France Z(;cni:::n;fm;?h mi
] ¥ av

GST @ 10 - 20%.
jmpact of GST on the Indian Economy: Advantages and Challenges of GST Implementation

AdvantagesTo Tradeactivities

| Reduction in multiplicity of taxes

5 Mitigation of cascading/ double taxation

3 More efficient neutralization of taxes especially for exports
4 Development of common national market

5.Simpler tax regime

6.Fewer rates and exemptions

7 Distinction between Goods & Services no longer required

AdvantagesTo Consumers

1.Simpler Tax system

2. Reduction in prices of goods & services due toelimination of cascading
3. Uniform prices throughout the country

4, Transparency in taxation system

5.Increase in employment opportunities

Impact of GST on the Indian Economy :
GST will impact the overall taxation system of the Indian economy. It will improvise the

country's GDP ratio and also control inflation to a certain extent.However, the reform will mainly be

advantageous to the manufacturing industry, but will make some things challenging for the service
sector industry. The GST rate is implemented in various slabs like 5%, 12%, 18%, and 28%, which
will automatically provide great tax increments to the government and the manufacturing sector will
face immensegrowth with reduction in tax ratc. There is definitely something good for everyone.
Variousunorganized sectors which enjoy the cost advantage equal to tax rate which will be brought
under GST. This will make various sectors like Hardware, Paint, and Electronics etc. under the tax

organized rate of taxation. There are still

slab. GST requires everything to be planned meticulously Ifor : :
lots of sectors which are to be discussed under GST and this requires proper planning. For the common

man and different companies, the collection of Central and State taxes will be done at point of time

when sales originate, both components will be charged on manufacturing costs and price of the product
’ ill thereby increase (Shokeen et al., 2017) .
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Positive Impact on manufacturer
1. One Tax : i e. GST. though there are (}..

In GST regime there is only one tax if“F_’OSGd o mamffi‘cr:gmlllzfacturc as they just has tu;;hr:t.
parts such as CGST, SGST and IGST but this is the huge relief t Pay
only one tax for the product they manufacture.

2. No concept of manufacture : 2 . ;

the ;merpimﬁm related to term Manufacture is no more be relevant. it may result in ease of doj ng
business without having litigation about the process.
3. Rate of Tax :

the manufacturere has to par GST by

result goods become cheaper and benifits manufacturer to comp .
the rate varies industrywise but it is a good sign for the overall manufacturing industry.
4. Reduction in cost :-

Credit will be eligible of tax on purchase made from interstate purchases and there will be no
cascading effect so it would bring down the cost of product and manufacturer can provide goods and
services at low price to consumers.

5. No assessment by multiple tax authorities :-
there would be assessment of tax by centre, state and interstate authorities for GST only. no need of
separate assessment for each tax by multiple
tax authorities.
6. Speedy movement of goods :-
In GST regime there would be minimization of trade barriers, such

as filling of way bills or entry permits. it would result in speedy movement of goods and enhance just
in time delivery. -
7. Minimization of Classification issues :-

Cassification of good for separate rates on different goods and exemption would not be necessary

due to uniform rate and less expected exemptions.

8. Statewise registration :-

tax adﬁdfiigteii? c e R e factorywise. it would result in efficient
9. Valuation of samples :-

Time upto six months is granted to decide whether the goods sold on
approved or not.

lower rates as compared to previous taxation system. s
ete with International market. thogh

sample basis has been

Negative Impact
1. Time of supply :-
In GST regime the time of duty on manufacture woy
of invoice, removal, debit in the books of receiver.
2. Increase in working capital :-

d be earliest of the four such as date of issu¢

3. Introduction of reverse charge on goods

i

—
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4 No credit of petroleum product
5. No SSI exemption

6. Increase in compliance burden

Impact of GST on Trader

Positive Impact
1. Cnmpusitinn Levy increased :-
Limit under composition scheme is increase upto 50 lakhs which is benifici
s benifi
3. Ng dispute of goods and services is benificial to the traders.
3. Credit of excise duty and service tax

4, No margin to disclose

5, No reversal of credit on goods sent for stock transfer
6. Credit of CST

Negative Impact

1. Rate of tax

2. Stock transfer made taxable

3. No form "C

4. Compliance burden
5. Goods sent to job work are taxable

Impact of GST on Various Sectors :

Goods and Services Tax (Taqvi, Srivastava, &Srivastava, 2013) willunite the Indian economy into one
common market under a single umbrella of taxation rates, leading to easiness of starting and doing
businesses, leading to increase in savings and costreduction among various sectors. Some industries
will be empowered by GST because of reduction in tax rates, while some will lose because of higher

rate of GST interests (Panda & Patel, 2010).

In this section, we discuss various sectors and elaborate the impact of GST on them :

(i) IT Companies: GST will allow more implementation of digital systems and services. GST
willincrease the rate of tax from 14 -15% to 18%, which will increase the cost of electronic products

like mobile phones, laptops, etc. (Adhana, 2015).
(ii) FMCG Industry : GST will have a significant impact on the FMCG sector. Some food items are

exempted under GST like grains and cereals, milt, meat, fish, fruits and vegetables, candy etc. Before

GST, FMCG companies paid 24-25% t1ax including Excise Duty etc. With GST, the rate of
ction and consumption (Jain, 2013).

returnwould be 17-19% leading to strong impact in produ 1,201
f GST, various Ecommerce companies will face much

(iii) Online Shopping : With the introduction of G5,
burden of work in rate of filling taxes and cost will be increased.
ges of 15% being replaced byl8% GST rate, the

(iv) Telecom Sector : With the current VAT char : byl .
price of mobile calling, SMS, and broadband services would be impacted. This will have a negative
impact for big telecom giants like Airtel, Vodafone, Idea, €lc.

UGC Approved Journal No- 41129 {237}
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: .ce of vehicles to max %,

(v) Automobiles : GST will provide reduction on.gn-mad 1?11;2:: C:n boost up volumes :nd xalaS %
thelatest report. Lower prices mean various aummnpi]e companie:

have tremendous opportunities for expansion in India. , .
(vi) Small Scale ;:E:erprim . There are three categories: (a) below thresh Tegister
GST, (b) between threshold and composition turnovers B ithin \
or opt to join the GST regime, (C) above threSthst'ir l:;‘-‘l:m en:ation_ the Ggp
framework Manufacturers and traders will pay less tax after G Iz .
(vii) Entertainment : With GST, taxes can do down by 2 - 4%, bu B oosting ;hjﬂer\
will be increased. GST will soon comprehend with demands and bring g up the fijy,

industry’s business.

for
will have the option (0 pay a turmover base (.

Challenges of GST Implementation:

The following are some of the major challenges
(i) Types of GST : As GST would be of two type
required on the basis of utmost necessity and property based like need, loc
resources which has to be worked upon.

(i) Rates of Tax : Still the tax rate is not fully finalized and lots more has to be worked upop

considering the standard of living of people, etc.

(iii) Tax Management and Technology Infrastructure : It is utmost necessary that proper management
of tax and infrastructure is required to implement proper policies and plans.

(iv)Establishment and upgradation of IT framework

(v)Meeting implementation challenges
(viJEffectivecoordinationbetweenCentre&State tax administrations
(vii)Reorganization of field formations

(viii) Training of Officials and Trade & Industry

(ix)Augmentation of human resources

(x)Spreading Accounting Literacy

(xi)Developing IT skills

(xii)Reorganisation of Audit procedures andHarmonization of processes & procedures between CGST
/ IGST & SGST Law

for GST implementation in India (Poddar& Ahmad, 2009,
s - Central GST and State GST and further divisiop j
ation, geography, ang

Conclusion

Primarily, the concept of GST was introduced and proposed in India a few years back
butimplementation has been done by the current BJP government under the able lea dership of Prime
Minister ShriNarendraModi on July 1, 2017. The new government was in strong favor for the
implementation of GST in India by seeing many positive implications as discussed above in the paper
All sectors in India - manufacturing, service, telecom, automobile and small SMEs will bear the impac!
of GST. One of the biggest taxation reform- GST will bind the entire nation under a single taxatio®
system rate. As forecasted by experts, GST will improvise tax collections and boost up sing

India’s economic development and break all tax barriers between Central and State Governments: No

doubt, GST will give India a clear and transparent taxation system, but it is also surrounded by V arious
L

(238}
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challenges 35 discussed in this paper. There is need for more analytical based research for successful

implementation : . .
After GST implementation, there is emergent requirement of modern technology based infrastructure

like GSTNET for successful monitoring of taxation system as well as the GST Council should
mgulal']}’ conduct meetings for change in tax reflections. These areas can be covered byresearchers in

future sl:udies.
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