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Impact of GST on Industries

Dr. Somnath B. Sanap
Assistant Professor
S.P.H.Arts, Science and Commerce Mahila Mahavidylaya. Malegaon Camp.
Email-sanap161962@gmail.com
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Introduction to GST

GST stands for “Goods and Services Tax”, and is proposed to be a comprehensive
indirect tax on manufacture, sale and consumption of goods as well as services at the national
level. Its main objective is to consolidates all indirect taxes into a single tax, except customs
replacing multiple taxes, overcoming the limitations of existing indirect tax structure, and
creating efficiencies in tax administration.

Simply put, goods and services tax is a tax on goods and services imposed at each

point of sale or rendering of service. Such GST could be on entire goods and services or there
could be some exempted class of goods or services or a negative list of goods and services on
which GST is not levied. GST is an indirect tax in lieu of tax on goods (excise) and tax on
service (service tax). The GST is just like State level VAT which is levied as tax on sale of
goods. GST will be a national level value added tax applicable on goods and services.
France was the first country to implement the GST in 1954, and since then an estimated 160
countries have adopted this tax system in some form or another. Some of the countries with
GST include Canada, Vietnam, Austraha, Smgapore UK, Monaco, Spain, Italy, Nigeria,
Brazil, and South Korea. India is anotheg country to ;mplememt GST from 1st July 2107

Impact of GST tax on Indian Industries
After the implementation of GST there will be certain amount of impact in every
sector. Some of these impacts can be temporary while others may remain permanent.

Textile

The textile industry in India brings employment opportunities to a large number of
skilled and unskilled workers. It contributes about 10% of the total annual exports of India.
And this figure is likely to increase in year 2017-18 and onwards. GST impact on readymade
garments such as trousers, saree, shoes, apparel and other clothing materials is experienced
due to cotton value chain on these products. In a recent decision taken by the GST Council
members, the tax rate on job work for textiles and textile products has been reduced 10 5%
from 18%. Other impact of GST on textile industry is input tax credit, which is not allowed if
a registered taxpayer procures the inputs from composition scheme taxpayers or the
unorganized sector. It is available for the tax paid on capital goods.

Tron and Steel
Iron and steel are primary requirements of the construction industry and commonly

used in the manufacturing of machine parts.After GST implementation,special additional
duty (SAD) on iron and steel has been abolished. The other major impact of GST on iron and
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Pharma & Healtheare . e ,
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India’s pharmaceutical industry ran
GST impact on healthcare industry is constructive. It has helped industries 1,

world,
streamline the taxation structure as eight types of taxes were levied on pharmaceuticy
industry betore GST. The GST impact on pharma companies reveals that they can noy . [
rationalize their supply chain and they need to review their distribution networks and ©
strategies. The GST rates on pharma and healthcare industry range from 5% to 12%. So, like: ¢
other sectors, there is an impact of GST on healthcare industry. Er
1
Cement 1

India is the 2™ largest cement producer in the world right after China.Under GST
regime, effect of GST on cement industry will not be significant particularly on GST rate on
cement. Barlier tax rates on cement products were between 27% and 32%, however now GST
rates of 3% to 28% are levied on cement articles. Many market experts believe that there is a
positive impact of GST on cement industry in India on certain parameters. For example, GST
gives a boost to supply chain management of cement. So, cement manufacturers can maintainj
multiple warehouses across states to avoid state entry taxes and CST. Moreover, as vehicles
transporting cement from one state to another are spending lesser time at checkpoints, $0'
transit time gets declined. Certainly, cement industry can enjoy savings on transporlation;

— e~

~
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Telecom
Telecom industry of India can basically be divided into three parts namely equipment

manufacturers, infrastructure providers and telecom scrvice providers. After launch of
Reliance Jio, the sector is facing severe pressure in the form of intense competition. Now |
Goods and Services Tax or GST has been implemented, the GST on telecommunication” !
services is taxed at 18%, which is higher than rates charged earlier. GST rates are also -
applicable in different range on other products and services in the telecom industry.
Certainly, like other industries, there is an impact of GST on telecom sector in India.

Automobile

The automobile industry in India is a vast business producing a large number of car
and bikes annually, fueled mostly by the huge population of the country. Under the current.
tax system, there are several taxes applicable on this sector like exéise, VAT, sales tax, road
tax, motor vehicle tax, registration duty on car and bikes which will be absorbed by GST. The.
two taxes charged to the end consumer on car and bikes currently are excise and VAT, with,
an average combined rate of 26.50 to 44% which is higher than the expected rates of 18 ﬂ“dl.
28% under GST, Therefore, there will be less burden of tax on the end consumer under GST'.
Implementation of GST would reduce the cost of manufacturing of cars and bikes due t0 the
subsuming of different taxes levied currently. Under GST, the taxes would be charged ©°
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consumption state rather than the origin state, which would give o boost to the prowth rate of
the automobile industry,

FMCG (Fast Moving Consumer Gonds)

The Indian FMCG sector is the fourth largest sector in the economy with a total
market size in excess of US$ 13,1 billion. Fast Moving Consumer Goods (FMCG) goods are
popularly named as consumer packaged goods. ltems in this eategory include all
consumables (other than groceries/pulses) people buy at regulur intervals, EMCG is also one
ol the fastest growing seetors among all the sectors in the Indian economy, The current tax
rate for the FMCG industry including all the taxes is acound 22-24%. GST might be
implemented with the expected rate of 18-20 %, FMCG sector would be benefited from GST
in the form of saving a considerable amount ol expenses on logistics. Disttibution cost of the
FMCG sector currently amounts to 2-7% of total cost, which is expected to drop to 1.5% alter
implementation of GST,

Hospitality and Tourism Indusiry

The Indian hospitality and tourism industry, which was at US$ 136.2 billion at the end
of 20106, is one of the sectors which will see major changes post=July. Experts observe that
the implementation of GS'I" will help the sector by redueing costs [or customers, harmonizing,
taxes, and reducing business transaction costs. Under the Goods and Serviee Tax, the
hospitality sector stands to reap the benefits of standardized and uniform tax rates, and casy
and better utilization of input tax credit. As the final cost to end user decreases, we can expect
the industry to attract more overseas,tourists thai before, This would ideally result in
improved revenues for the government,

AT
LEE A |

Conclusion

According to the prediction the economic growth of at 2% is expected once GST is
implemented. It will widen the tax regime by covering goods and services and increase its
transparency. It will absorb all the indirect taxes at the center and state level, Tt will free the
manufacturing sector from cascading effects ol taxes and leading to the improvement of cost
competitiveness of goods and services. The prices of goods and services will go down thus
increasing the tax GDP ratio. Doing business in India will be much casier as the rules and
structure will be made much simpler.
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