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PERCEPTIONS ON AFFECTS OF “GST” TAX SYSTEM ON
“MSME” SECTOR

ABSTRACT

VIJAYAGIRI BIKSHAPATHI, Associate Professor and Head,
Arts and Science College, Karimnagar, Telangana, India

Goods and Services Tax (GST) is introduced on 1st July 2017 is a great historical reform
in the Indian indirect tax system since from independence. This new taxation system
was merged by pooling of various central, state and union territories’ tax into a single
uniﬁed tax throughout the nation. The basic aim this is to remove the major drawback
of the earlier taxation system that is cascading eﬀect of tax or double taxation and to
build a single common national market. This tax is beneﬁcial to consumers in a major
way that is in terms reduction in the overall tax burden on goods, which was estimated
to be around 25%-30%. The study depends on both primary and secondary data. The
secondary data was collected from Government of India Ministry of Micro, small and
Medium Enterprises and also search of edited books, journals and websites. The
primary data has collected from the key persons of the selected MSMEs who are
actively involved in the managing the ﬁrms. The primary data with a sample size of 50
MSMEs has been collected within the vicinity of Karimnagar district, Telangana, India.
As the MSME sector has also brought into the GST system along with large industries,
the study throws light on the adoption of this changes over the previous system of
indirect taxation. There are expectations, fears and disbeliefs in this new system of
indirect taxation. It is noted that MSMEs contributing a prominent and signiﬁcant level
in the economy in India. The respondents of the study are from MSMEs in Karimnagar
District, Telangana, India. The study reveals that as per the perceptions of the
respondents, the performances of MSMEs are showing the positive association with
the GST system. Hence the results of the study may be generalised and applied to
others subject to the adoptability.
Keywords: GST, MSMEs, taxation, indirect taxes, cascading eﬀects of taxation.
Introduction
Goods and Services Tax (GST) is
introduced on 1st July 2017 is a great
historical reform in the Indian indirect
tax system since from independence.
This new taxation system was merged
by pooling of various central, state and
union territories’ tax into a single
uniﬁed tax throughout the nation. The
basic aim this is to remove the major
drawback of the earlier taxation system
that is cascading eﬀect of tax or double
taxation and to build a single common
national market. This tax is beneﬁcial
to consumers in a major way that is in
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terms reduction in the overall tax
burden on goods, which was estimated
to be around 25%-30%. The MSME
sector has also brought into the GST
system along with large industries. The
study throws light on the adoption of
this change leaving the previous
system of taxation. There are hopes
and fears and disbeliefs in this new
system of indirect taxation. Particularly
the MSME sector which do not have
experts in tax system, more over there
always shortage of skilled manpower
as well as latest technology to help
MSMEs.
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2. Objectives of the Study
1. To understand the concept of GST
2. To overview the critical features of GST in
the MSMEs
3. To study the aﬀects of GST system on
MSMEs
3. Data Collection
The study depends on both primary and
secondary data. The secondary data was
collected from Government of India Ministry
of Micro, Small and Medium Enterprises.
Data also collected from edited books,
journals and websites. The primary data has
collected from the key persons of the
selected MSMEs who are actively involved in
the managing the ﬁrms. The entrepreneurs,
top managers and the general manger level
are considered for the study. The study has
taken the views or perceptions of the
respondents of 50 MSMEs across diﬀerent
kinds MSME units. Hence the size of the
sample is 50. It has been also tested using
Cronbach alpha for testing reliability.
4. Scope of the Study
The study has focussed on the MSMEs only
and the large ﬁrms are out of the purview of
the study. Data has been collected from the
respondents from MSMEs within the vicinity
of Karimnagar district, Telangana, India. It is
to state that the study has this limitation
which may be carefully generalised or may
be used by others subject to the suitability
and adoptability.
5. Concept of Goods and Service Tax (GST)
Goods and Services Tax (GST) is introduced
on 1st July 2017 is a great historical reform in
the Indian indirect tax system since from
independence. This new taxation system was
merged by pooling of various central, state
and union territories’ tax into a single uniﬁed
tax throughout the nation. The basic aim this
is to remove the major drawback of the
earlier taxation system that is cascading
eﬀect of tax or double taxation and to build a
single common national market. Goods and
https://www.sun.edu.ng/sun-business-journal

services tax means the tax levied on the
supply of goods and services or both, but
does not include on the supply of alcohol for
human consumption and petroleum
products as per Article 366 (12A) of the
Constitution of India. In other words, GST is a
single and destination based tax which is
concurrently levied by both central and state
governments on the supply of goods and
services. According to the Government, GST
is a well-structured& simpliﬁed taxation
system,
wherein
the
authoritative
segregation of central government and the
state government has been done. Every
enterprise has dual GST model applicable,
i.e. Central Goods and Services Tax (CGST)
and the State Good and Services Tax (SGST).
In India GST is working on the concept of dual
model which means both the central and
state governments are levying tax on the
common base. The tax levied by central
government is known as CGST, the tax levied
by states and union territories (UTs) are
known as SGST/UTGST. For the transactions
taken place between two states or the state
and UTs are known as IGST (integrated GST).
This tax is exclusively collected by central
government. The various percentages
applicable to various sectors and businesses
are 0%, 5%, 12%, 18% and 28%. The GST is
applicable on various transactions such as
procurement, deals, transference, barter,
rent and import of goods and/or services.
The beneﬁts of GST are majorly to introduce
two-tiered One-Country-One-Tax regime and
remove cascading eﬀect of taxes, thus by
improve the cost-competitiveness of goods
and services.
- GST System & Organisation: The GST
system has the following wings which
integrates the smooth functioning of GST
- GSTN (Goods and Services Tax Network):
Goods and Services Tax Network are
non-governmental private limited company
and is a not-for proﬁt company established
under section 8 of the Companies Act, 2013
with the authorized capital of Rupees ten
crore. The central government is having the
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equity share of 24.5% and the state and
union territories are also having 24.5% and
the remaining 51% of the share is
contributed by non-governmental ﬁnancial
institutions. The GSTN is the foundation for
the technology setup for the GST
administration in India. GST had created the
more interaction between central and state
governments with big ﬁnancial relations for
the purpose of collection and settlement of
tax to the state-government by the central
government. For this purpose, government
needs strong technology support for the
interaction between the governments and
other stakeholders such as taxpayers, banks,
accounting regulators and RBI. So to achieve
the smooth and transparent interaction
among these stakeholders GSTN has been
setup. The important function performed by
the GSTN is the strong technological support
to the GST system in the country.
- GST Council (Goods and Services Tax,
Council): It is a statutory body set up for the
purpose of providing guidelines, suggestions
and recommendations to the central and
state governments on the matters pertaining
to GST. The council is headed by the Union
Finance Minister. The 101st amendment of
the constitution was provided that the GST
has to be constituted within 60days from the
date on which article 279A came into force.
The GST council performs the policy function
in the form of recommendations on rates of
GST, Threshold limits, Disputes resolution
among central and state governments,
drafting provisions, rules and notiﬁcations in
relation to GST.
- E-Way-Bills under GST: One of the
advantages of GST is it eliminates the burden
on the tax administration in relation to check
post veriﬁcation of goods at the time
movement of goods from one state to
another by introducing e-way-bills.
6. Review of Existing Literature on GST
System and MSMEs
Shefali Dani5 in her research paper on ‘An
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impact of GST on Indian Economy’, 2016
stated that the proposed GST is a weak
attempt to rationalize indirect tax structure.
According to Lavanya Kumari,7 the
Government of India should study the GST
regimen set-up by various other countries
and their dropouts before its application. The
Hindu date 24th September 2017 article
titled ‘GST: MSMEs to gain via better
competitiveness’ mentioned that the
application
of
GST
enhances
the
competitiveness of MSMEs. Rani Jacob8 in
her research paper ‘The Impact of GST on
MSMEs’ stated the positive and negative
impacts of GST on MSMEs, the positive was
easier to start business, facilitates expansion
of business, lesser tax burden, online
compliance procedures. Adi Godrej to
business line, published on 24 June 2017, it
favours GST and considers GST as a boon for
Indian Economy in various aspects. The
Hindu business line16 May, 2017 in article
titled ‘How will GST impact MSMEs’ by
R. Vasudevan6 mentioned about the
unorganized MSMEs (turnover less than
1.5cr), which were advancing faster than the
organized peers because of the initial tax
avoidance. In SME Times - Mr. Rajeev Dimri
stated that GST gives array of opportunities
and challenges for SMEs to explore. Siddiqi 9,
P (2017) in the research paper titled
‘Measuring
Awareness
about
Implementation of GST: A survey of small
business owners in Rajasthan’ analyzed the
perception of small business owner in
Rajasthan about GST, and found that their
main area of focus was computer software
availability and handling the same.
7. Data Analysis and Discussion
The entrepreneurs, Top managers and The
General manger level are considered to
respond the study. Hence the study has taken
the views of the bosses of the MSMEs who
involve in strategic decision making of the
units.
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8. over view of MSMES in Karimnagar
District, Telangana state
MSMEs are classiﬁed under two categories
such as manufacturing sector & service
sector based on the investments on plant &
machinery,
equipment
respectively,
according to the Micro Small Medium
Enterprises Development (MSMED) Act,
2006. The MSMEs sector contributing more

than 80% of GDP in the India and employing
around 90% of the people working in the
industrial sector. Hence the sector is
prominent and need to be looked into.
As of 2011 Census of India, the Karimnagar
district has granite industry over 600 stone
quarries spread over several mandals such as
Karimnagar,
Manakondur,
Mallial,
Kesavapatnam etc.

Service Enterprises - Karimnagar district has
a strong base in power looms and its allied
activities. The district has vast forest area,
beedi leaves are widely grown. Due to this
factors, the industrial activity in the district is
conﬁned to rice mills, handlooms, power
looms, dying, spinning and manufacturing
beedies.

9. Perceptions on Eﬀects of GST System on
Performance of MSMEs
Respondents to the study are key persons
taking active part in the aﬀairs of the MSMEs.
They are such as the entrepreneurs, top
managers and the general managers. The
study has taken the views or perceptions of a
sample of 50 MSMEs of diﬀerent ﬁelds of
business.
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The perceptions of respondents on
performance of MSMEs on implications of
GST system are studied with 8 variables as
shown in above table. The arithmetic mean
and standard deviation calculated for each
variable. The Table shows that mean &

standard deviation values of variables are the
highest 4.60 & 0.93 and, of lowest 3.46 and
1.304 respectively. The grand Average & SD
of all variables to the factor Cost
Consciousness is found the 3.40 & 0.72.

The above Table shows Chi-Square Value
521.022 at alpha 0.000. It is evident to
establish the association between the two
attributes i.e. Aﬀects of GST system and
Performance of MSMEs at 1% level of
signiﬁcance. It is concluded that the
Performance of MSMEs evidently have
Inﬂuence on GST system.
The
Linear-by-Linear association shows the
strong association between the two
variables at 1% level of signiﬁcance. Hence, it
is observed that GST System apparently have
Inﬂuence on Performance of MSMEs in

terms of cost of product or service they are
rendering.
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10. Conclusions of Study
MSMEs were contributing a prominent and
signiﬁcant level in the economy in India. The
respondents of the study are from MSMEs in
MSMEs in Karimnagar District, Telangana,
India. The perceptions of the respondents
are such that the performances of MSMEs in
which they work or associate are showing
the positive association with the GST system.
The study conﬁned to MSME sector to ﬁnd
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implications on the sector. The study
concludes that the implementation GST
system has diﬀerent opinions on its
implications in diﬀerent industrial sectors.
The GST system is welcomed by the
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respondents as the results revealed
positively.
The
study
recommends
generalising the results MSME sector in
India.
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