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Abstract
India implemented the ground breaking Goods and Services Tax (GST) to unify the nation's
indirect taxation framework. This study uses a mixed-methods strategy to collect customer
experiences by using a quantitative questionnaire and qualitative interviews. In-depth
interviews with customers across a range, of incomebrackets and demographics are conducted
during the qualitative phase to get insightd ‘their Qpinions, worries, and experiences about
the GST and its impact on the costs, a@ce@ibili\@, anda& urchasing habits of FMCG products.
The most important and comprehensive Q%direc tay reform in India's post-independence
history is the Goods and Services Tax (GST). This plan aims to levy a single, consistent national
tax on all goods and services provided i india. GST hasreplaced a variety of Central and State
levies, raising both the number of prw I(Axation and India's degree of national
. . . e Free Encyclopedia .

unity. Improvements in efficiency have a major SSRstitial effect on government income and
GDP. The Centre and the States passing a new tax in a large and intricate federal framework
that applies to both commodities and services may be unprecedented in the history of
contemporary global taxation. Goods and services tax (GST) offers significant and continuous
set-off benefits up to the retailer level. It is effectively a tax only on value addition at every
step, and a provider can use a tax credit system to balance the GST they paid at each stage
when purchasing products and services. The final customer or end-user of the commodity or
service is ultimately in charge of paying the GST. With the implementation of GST, the
cascading or pyramiding effects of a two-tier indirect tax system have been eliminated by
creating a continuous chain of set-off from the original producer's point and service provider's
point up to the retailer's level. This is what GST is all about. Only the end customer is subject
to GST. Therefore, there is no tax cascade (tax on tax) and production costs are reduced. Prior
to the implementation of the GST, the Indian indirect tax system had a number of shortcomings,
as has previously mentioned. The sales tax systems of the individual states and the Central
Excise Duty system had a tax-on-tax burden prior to the implementation of the GST. The GST
includes a wide range of indirect taxes from the Federal and State levels. Taxes on both products
and services have been included for set-off relief. Furthermore, it has acquired some value
additions in the distribution sector.
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INTRODUCTION

The FMCG sector contributes a substantial USD 6.5 billion in direct and indirect taxes. FMCG,
or fast-moving consumer goodss unts for over half of India's food and beverage industry
and another third of the personal rioh()u‘s,‘ehol‘d cate Sector. \N rban and rural portions of
the country are included in this"sectd¥ Thus, the industry was anticipated to be greatly impacted
by the passage of the Goods and Services Tax (GST) bill, as the businesses established
warehouses around the states in an effort to create a more tax-efficient structure. There will be
advantages for the Fast-Moving Consumer Goods (FMCG) industry even in terms of efficiency
if the goods and services tax (GST) is designed so that the credits are passed along in the value
chain rather than remaining with the firm. The second fact of life is that the network structure
of the FMCQG industry is entirely predicated on the concept of stock transfers and subsequent
sales via depots. Any consumer items that are not groceries or pulses that are routinely
purchased by customers are referred to as consumer packaged goods, sometimes known as fast
moving consumer goods. FMCG is one of the economic sectors in India that is growing the
fastest out of all of them. FMCG was required to pay many taxes under the previous tax
structure, including as central sales tax, VAT, services tax, and excise duty. The GST statute
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has now superseded all of the previously listed levies, resulting in a one-point taxing structure.
The decisions that customers make when searching for, selecting, utilising, assessing, and
rejecting products, services, and ideas that they think will satisfy their needs are referred to as
consumer behaviour. Research on consumer behaviour focuses not only on what consumers
purchase, but also on why they purchase it, where and when they purchase it, how often they
purchase it, and why they do not purchase it. Understanding the precise significance that
objects hold for individuals is crucial. Consumer research is conducted at every stage of the
ingestion process, including prior to, durlng, and following the purchase.

Evolution of GST in India . 7 N

During Shri Atal Bihari Vajpayee's tenur prlrﬁb mihister sixteen years ago, the concept of a
Goods and Services Tax (GST) for In 1a %as 1n191a11‘v proposed. After that, on February 28,
2006, the Union Finance Minister at the titfe suggested in his Budget for 200607 that the
Goods and Services Tax (GST) be 1mp1emen”ted on April 1, 2010. It was requested that the
Empowered Committee of State Fin\XZq RIPIED TEC), Wthh had created the State VAT
design, develop the structure and rdbadiirep Eforydleee@S8T. Joint Working Groups including
members from the States and the Centre were established to scrutinise many facets of the Goods
and Services Tax (GST) and prepare reports that focus on exclusions and thresholds, service
taxation, and inter-state supply taxes.

FAST MOVING CONSUMERS GOODS (FMCG)

The FMCG supply chain is the most significant and extensive one that runs through every
district, hamlet, small town, and metropolis in India. Consumer-packaged goods, or FMCG, is
a common term for these products. Everything that individuals regularly purchase as
consumables falls under this category. Toilet soaps, detergents, shampoos, toothpaste, shaving
supplies, shoe polish, packaged food items, household accessories, and certain electrical items
are the most often found items on the list. These products have a high rate of return and are
intended for daily or regular use. The household goods you purchase at the drugstore or
supermarket are included in the fast-moving consumer goods sector. "Fast moving" suggests
that the products are frequently big volume yet inexpensive things that are also quick to
disappear from the shelves. The bulk of the FMCG business is made up of household goods
including cleaning and laundry supplies, over-the-counter medications, food items, and
personal care products. Fast-moving consumer goods, however, also include items like
consumer electronics, stationery, plastics, and medications. In terms of economic size, the fast-
moving consumer goods (FMCG) industry ranks fourth in India. There exist three primary
segments within the industry: food and beverage, comprising 19% of the sector, followed by
healthcare at 32% and personal care at 50%. Marketers from all over the world are drawn to
this industry because of its enormous development potential. Global FMCG companies are
already well-established in India because of the country's growing emphasis on rural areas.
According to a recent analysis'h Globall Reseatch ISt IMBEX the nation continues at its
present rate of growth, the typi¢alheusehold in India would quadruple over the next 20 years,
moving it up from its current position as the world's 12th to the fifth biggest consumer economy
by 2025. Resilience needs to be a key component of the manufacturing process, daily
operations, retail and logistic channels, consumer insights and communication, and new
branded products. The FMCG sector in India was expected to grow 7-9% by revenues in 2022—
2023. The FMCG sector employs approximately 3 million people, accounting for
approximately 5% of all factory employment in India. The country's FMCG sales were
expected to grow by 7%—9% in 2022-2023. India has a middle class population greater than
the United States, making it a market that no FMCG player can afford to ignore. As more
individuals begin to climb the economic ladder and the general public can now enjoy the
advantages of economic advancement, the Indian FMCG industry is expected to continue
growing. increasingly importantly, as aspirations rise, India's population, with a median age of
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barely 27, is growing increasingly consumerist. Government programmes to provide social
safety nets and broaden financial inclusion have also helped with this.

Market Size

As of December 2022, the FMCG market was valued at US$56.8 billion. From 2021 to 2027,
the FMCG market's total revenue is projected to increase at a compound annual growth rate of
27.9%, or close to US$ 615.87 billion. The urban segment accounted over 65% of FMCG sales
in 2022, while rural India contributed over 35%. Good crop and anticipated government
expenditure in FY24 will support the revival of rural demand. The previous fiscal year saw
growth in the industry of 2.5% in Volufne rvd 8*5% in revenues. The industry saw value
growth of around 8.4% from January t 0f®022 is a result of price increases brought on
by inflationary pressures. The FMCG mdl%try Saw a 10.9% year-over-year value rise in Q2,

CY22, which was greater than the 6% ?—o-‘@ valug growth observed in Q1. With 780 million
internet users, India has one of the hlghest smattphone usage rates in the world, with an average
citizen using their device for 7.3 hourNXAEKIFBIE DiTtednet user base is expected to grow from
622 million in 2020 to 900 million B§h@B2s Ehrdrdépedial consumer expenditure in 2021 was
$1,891.90 billion. Indian villages, which account for approximately 35% of the FMCG
industry's yearly sales, are essential to the sector's overall recovery. Nowadays, 17% of all
FMCG consumption by sophisticated consumers—affluent individuals with average spending
levels of around Rs. 5,620 (US$ 68)—comes from e-commerce. In 2022, the e-commerce
sector in India grew by 36.8% year over year. The Indian e-commerce industry is expected to
grow at a compound annual growth rate (CAGR) of around 26.71% from 2022 to 2027, when
it is valued at Rs. 26,459.18 billion (US$ 319.3 trillion). Over the last five years, the market
has expanded rapidly as a result of enhanced legislative changes, a rise in disposable income,
and a boom in internet and smartphone users. Customers are increasingly using debit/credit
cards, mobile wallets, and online banking to complete transactions on e-commerce platforms.
There were 1.2 million e-commerce transactions every day as of 2021. By 2026, it is anticipated
that the entire value of digital transactions would have increased to US$ 1 trillion from US$
300 billion in 2021.

Important Aspects of the Indian GST

The salient features of GST in India have been highlighted below:

Base of supply: Unlike the previous idea of taxing the production, sale, or provision of products
or services, GST would be imposed on the "supply" of goods or services. Destination-based
taxation: The GST will be based on the concept of destination-based consumption taxes rather
than the prior origin-based taxation basis. Dual GST: Tax will be levied concurrently on a
shared base by the federal government and the states. The GST to be imposed by the States
(including Union territories with legislatures) would be known as State GST (SGST), while the
GST to be imposed by the Centre would be known as Central GST (CGST). Union territories
would be subject to Union tecritory jl@SAT(UTGST) S deyladiiiEX egislature. Base of supply:
Unlike the previous idea ofitaXing whe production, sale, or provision of products or services,
GST would be imposed on the "supply" of goods or services. Destination-based taxation: The
GST will be based on the concept of destination-based consumption taxes rather than the prior
origin-based taxation basis. Dual GST: Tax will be levied concurrently on a shared base by the
federal government and the states. The GST to be imposed by the States (including Union
territories with legislatures) would be known as State GST (SGST), while the GST to be
imposed by the Centre would be known as Central GST (CGST). Union territories would be
subject to Union territory GST (UTGST) if they lacked a legislature.

Proposed Benefits of GST

The implementation of GST is expected to bring in various benefits as discussed below:

Base of supply: Unlike the previous idea of taxing the production, sale, or provision of products
or services GST would be imposed on the "supply" of goods or services. Destination-based
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than the prior origin-based taxation basis. Dual GST: Tax will be levied concurrently on a
shared base by the federal government and the states. The GST to be imposed by the States
(including Union territories with legislatures) would be known as State GST (SGST), while the
GST to be imposed by the Centre would be known as Central GST (CGST). Union territories
would be subject to Union territory GST (UTGST) if they lacked a legislature.

Concerns Regarding GST

Lack of readiness: For many business owners, their knowledge of the GST regulations is still
in its infancy. They are still working to evaluate the mandatory rules for GST compliance that
their respective functional department“s—l e legal and IT departments—need to
follow.Concerns relating to compliance: pagiies l%ei e to file many returns, and depending
on their company style, this number m ht*3limb qggm cantly. In order to prevent input credit
loss, clients will need to make sure re&s%%ed prpviders comply on time. To complete out
appropriate GST returns, this will require precise data and reports.

Review of Literature WIKIPEDIA

An essential part of every research pr8fdciessEty PRI of the literature. An overview of the
literature gives us insight into the body of work that has already been done in the field. A
literature review can assist us in determining the research gap, study technique, previous
research findings, and areas that need more investigation. A variety of libraries and online
publications have provided the literature that has been gathered for this study. Review and
collection of literature pertaining to the FMCG and GST industries has been conducted. Each
research project is summarised in the section below.

(2018, Ramkumar) According to research on "Factors affecting Purchase decision of Young
Adults after GST implementation in India with special reference to FMCG products,"
companies study different marketing campaigns because the volume of business that FMCG
companies generate is largely determined by the decisions made by consumers about what to
buy. Two major categories that will influence a buying choice are those aimed towards
consumers and those oriented towards vendors. Discounts and incentives should be made to
customers in order to draw them in, and credit facilities should be offered to encourage them
to make larger in-store purchases.

2017's Mumbai Mirror In order to clear the firms' inventory, discounts are being offered to
customers prior to the implementation of the new GST tax rate on July 1. The price of white
goods, such as TVs, air conditioners, refrigerators, washing machines, and cameras, will
increase. Many things would become more costly when the GST is implemented, thus well-
known firms are giving huge discounts before that date, on July 1, 2017, to clear out their
present inventory of gadgets and appliances. The whole tax system has been moved to discrete
slabs for simplicity. However, many things will become less expensive following GST.
Amazon, Big Bazaar, and even the Inﬁmty Mall in Malad have scheduled massive sales of up
to 50%—60% off. ! - ANCED ¢ INDEX

As of 2017. The task forceiwas cmmed by the corporatlon and instructed to ensure that the
packaged food industry was prepared for the goods and services tax by the time it was imposed.
In addition to adhering to the new GST rates, all businesses must additionally include national
and state fees such as vat, sales tax, entertainment and purchasing tax, excise duty, and service
tax. The most crucial skill for FMCG companies, who distribute their products through
thousands of outlets and collaborate with a large number of suppliers, is their capacity to
comply with GST. This skill will also be essential to the success of the single tax reform.

Problem Description

The Goods and Services Tax (GST) Laws in India will combine the many indirect tax laws in
the nation, making it one of the most significant tax changes. All goods and services will
seamlessly implement value-added taxation with the implementation of the GST. In contrast,
the specified petroleum commodities under the GST Model as it is now implemented in India
are completely different. Instead of addres ’al urrent anomalies and shortcomings of
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existing indirect tax laws, the GST Law will increase the additional tax burden (stranding of
taxes) and compliance costs for the FMCG sector. This is because certain output would
continue to be taxed under pre-GST systems while inputs would be covered under GST.
In light of this, the study's objectives are to:
(i) carefully review the GST Law, with an emphasis on the provisions that affect the
FMCG industry in India; and
(i) pinpoint the particular problems that FMCG is now experiencing under the GST
system.
(iii)  Calculate the expected financial impact 8 GST on the FMCG Industry; and
(iv)  Look at potential substitute éﬂ‘riamsmﬂs that might be put into place to benefit
all parties involved. ? Q " \555
Up to a date that the government announcestin respo” e to the GST Council's suggestion, the
chosen FMCG product is still subject to taxation# line with existing legislation. Because of
this, the FMCG Sector's inputs woul{YoF saipqt 9 SAT under the GST Model, while some
outputs would still be subject to cumentesysismlotaxgs. Furthermore, because cross-credit
utilisation is not allowed, there is a substantial degree of tax stranding. The FMCG industry is
the one that suffers the most from the implementation of GST in its current form because of
the reverse charge system, the requirement to comply with all GST legislation for its inputs,
and the requirement to follow the old requirements for its designated outputs.

CONCLUSION:

GST has had a range of effects on FMCG products. The true consequences on product price
were different, despite the fact that its objectives included reducing the overall tax burden and
enhancing transparency in the tax system. Some customers might not have seen much of a
difference, but others might have profited from lower prices. By increasing customer
knowledge, keeping an eye on prices, and solving logistical issues, the FMCG industry may be
able to better reap the benefits of GST for consumers. As the GST takes effect, businesses are
expected to become more efficient, which might eventually lead to more competitive pricing
and improved customer access to FMCG products. The GST has a major effect on the
acquisition of products. Nonetheless, the effect could change for various company sizes,
including small, mid, and big sized firms. Since small cap businesses only pay a modest amount
in indirect taxes, the effect of GST on their profitability is very minimal. This implies that the
adoption of the GST may have less of an impact on small size enterprises. On the other hand,
because they must pay comparatively larger amounts of indirect taxes, mid-cap enterprises
appear to be more impacted by GST. However, mid-cap firms continued to record strong
earnings, even with the impact on indirect taxes.

The GST has a major effect on the acquisition of products. Nonetheless, the effect could change
for various company sizes, including small, mid, and big sized firms. Sale of products: The t-
test result demonstrates a stati$ti significant)rise) in) the] §A§)0f goods subsequent to the
implementation of the GST; s#fggcsting that the GST positively affects sales. To guarantee
continued growth and make the required modifications, it is advised to track the sales trend
over time. Profit after tax: According to the t-test study, the profit after tax before and after the
introduction of the GST differed significantly, with the post-GST period showing a rise. It is
crucial to remember that other elements, like shifts in consumer demand and level of
competition, may also have an impact on a company's profitability. Total income: After the
introduction of the GST, businesses' total income increased significantly, according to the t-test
study. To ascertain if the expansion is sustainable and motivated by consumer demand for goods
or services, it is crucial to examine the sources of revenue. Overall costs: After the adoption of
the GST, the t-test analysis shows a considerable rise in overall expenses. To retain profitability
and growth, businesses must carefully control their spending, particularly in light of increased
indirect taxes. In general, it is advised to keep an eye on these factors throughout time and
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make the required modifications to maximise the effect of the introduction of the GST on
businesses' financial performance.
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