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IMPACT OF IMPLEMENTATION OF DEMONETISATION AND GST

Dr. R.MARY GEETHAM
ASST. PROFESSOR
ANNA ADARSH COLLEGE FOR WOMEN
ANNA NAGAR

ABSTRACT

Good and Services Tax (GST)- The Goods and Services Tax (GST) has been heralded as the biggest indirect tax reform in India after Independence. After much
deliberation, the GST bill has been passed in the Rajya Sabha and is set to be discussed in the state legislative assemblies in this winter session. The objectives of
the study are to identify the causes of Demonetization, to understand the causes of GST, to synchronize the impact of Demonetization and Impact of GST, to focus
on the benefits and benefactors of GST, to analyse the problems of Demonetisation and Problems of GST, to bring out the Recommendation of GST and Demoneti-
zation and to know whether the Central Government was successful in the implementation on Demonetization and GST. The researcher collected a sample of 100
respondents based on convenience sampling technique using questionnaire and analysed using SPSS package. And it was found that There is relationship between
the causes of Demonetisation and the causes of GST. There is very high positive correlation of 0.970 between the impact of Demonetisation and the impact of GST.
There is relationship between Impact of GST and Benefits of GST. A relationship between Problems of Demonetisation and Problems of GST. The problems of GST is
solved by the suggestions or recommendation provided. The problems of Demonetisation is solved by the suggestions or recommendation provided. The success of
Demonetisation and the success of GST are averagely correlated (i.e. 0.512).

KEYWORDS

demonetisation, goods and services tax (GST).

JEL CODES
H71, 023.

INTRODUCTION
he Goods and Services Tax (GST) has been heralded as the biggest indirect tax reform in India after Independence. After much deliberation, the GST bill
mhas been passed in the Rajya Sabha and is set to be discussed in the state legislative assemblies in this winter session. With the ball set to roll for a unified
country-wide tax reform, the market is filled with new found optimism among industry leaders and government officials.
GST bill covers the Goods and Services Tax and shall be the biggest indirect tax reform providing a uniform and simplified way of indirect taxation in India. It has
replaced a number of other taxes like VAT, CST, Service tax, CAD, SAD, Excise, Entry tax, purchase tax etc.
India’s demonetization means that it is strapping a currency amount of its status as legal tender, necessary whatever there is a change of national currency.

OBIJECTIVES OF THE STUDY

The objectives of the study are as follows:-

To identify the causes of Demonetization

To understand the causes of GST

To synchronize the impact of Demonetization and Impact of GST

To focus on the benefits and benefactors of GST

To analyse the Challenges of Demonetisation and Challenges of GST

To bring out the Recommendation of GST and Demonetization

To know whether the Central Government was successful in the implementation on Demonetization and GST

NowunkwNRE

GST OR GOODS AND SERVICES TAX - A NEW LAW, A NEW TAX THAT HAS BROUGHT WITH IT NEW CHALLENGES TO FACE

The basic idea for introducing GST is to convert India into a single market. This might have a positive impact on GDP of India and help to boost the Indian economy.
Dual system of GST includes:

1.  SGST or State GST - collected by State Government.

2. CGST or Central GST - collected by Central Government.

3. IGST or Integrated GST - collected by Central Government.

CAUSES FOR GST

. Starting a Business gets within your reach.

Small Traders become Small Taxpayers.

Speed delivery of your goods /services

Happy Manufactures as well as Consumers.

Subsume Central indirect taxes.

The final consumers will bear only the GST charged by the last dealer.

Ok wN R

GST OBJECTIVES

1. Ensuring availability of input credit across the value chain

2. Minimizing cascading effect of taxation

3. Simplification of tax administration and compliance

4. Harmonization of tax base, laws, and administration procedures across the country
5. Minimizing tax rate slabs to avoid classification issues

6. Prevention of unhealthy competition among states

7. Increasing the tax base and raising compliance.

IMPLEMENTATION CHALLENGES

1. Lack of adaptation

2. Lack of trained staff

3. Double registration can increase compliance and cost
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4. Lack of clear mechanism to control tax evasion
5. Hard to estimate the exact impact of GST.

POSITIVE IMPACT OF GST

. A unified tax system removing a bundle of indirect taxes.

. Remove the cascading effect of taxes.

. Manufacturing costs tend to be reduced, hence prices of consumer goods likely to come down.
. Due to reduced costs some products like cars, FMCG etc. will become cheaper.

. A unified tax regime will lead to less corruption, which will indirectly affect the common man.
But, this is possible only if the benefit is actually passed on to the consumers.

NEGATIVE IMPACT OF GST
. Services will become expensive. e.g. Telecom, banking, airline etc.
. Being a new tax, it will take some time for the people to understand its implications.

. 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 consumer and seller increases his profit margin, the prices of goods can also see a rising trend.

However, GST is a long-term strategy and the positive impact shall be seen in the long run only. Let us hope GST proves to be a game changer in a positive way
and proves to be beneficial to the common man.

The Government’s decision to demonetize 500 and 1000 currency notes in circulation in the economy is as bold and revolutionary and one that will have tectonic
impact on the ubiquitous parallel economy in the country. The move will significantly strengthen the government’s systematic efforts over the last two years to
curb black money in the economy,

CAUSES FOR DEMONETISATION

. Boost deposit base and savings

. Improve monetary transmission and reduce lending rates.
. Create room for further Monetary Accommodation.

. Financial Inclusion

] Positive impacts from a bond market perspective

" Support government finances.

. Rise in GDP growth potential.

PROS/THE GOOD THINGS

. Elimination of counterfeit currency
. Abolish black money

. Strengthen Indian Banking System
. Financial inclusion for Jan Dhan account holders
. Higher Tax Collection

. Deflation

. Price cut in Real estate

. This Step will make Rupees Strong.
. A Speed Breaker for Corruption

. Bank Rate Cut

CONS/THROUGH THE GLASSES OF PESSIMISM

. Adverse impact on informal sector

. Plight of Primary Producers

. Non-acceptance of Old currency regardless Government Orders
. Possibility of breaking Riots

. Excessive burden on bank employees.

. Decrease in demand

. Violation of rule by general public

. Chances of incarnation of De facto currency

IMPACT OF DEMONETISATION AND GST

Former Prime Minister Dr Manmohan Singh said that the demonetisation and 'hasty' implementation of GST have adversely impacted India's economic growth.
Dr Singh was speaking to CNBC-TV 18 on the country's GDP growth. He said: "Both demonetisation and the GST have had some impact. Both would affect the
informal sector, the small scale sector. The sectors today are responsible for 40 per cent of GDP."

Dr Singh's statement has come in the backdrop of India's slowest economic growth in last three years. The country recorded growth during April-June. The previous
low of 4.6 per cent was recorded in January-March 2014.PM Modi's demonetisation brings GDP down to 6.1 per cent: Top economists stand vindicated GDP
growth slows to 3-year low: India's growth lags behind China for 2nd quarter in a row

BENEFITS OF GST TAX

1.  GST, or Goods and Services Tax, will subsume central indirect taxes like excise duty, countervailing duty and service tax, as also state levies like value added
tax, octroi and entry tax, luxury tax.

The final consumer will bear only the GST charged by the last dealer in the supply chain, with set-off benefits at all the previous stages.

As a measure of support for the states, petroleum products, alcohol for human consumption and tobacco have been kept out of the purview of the GST.

It will have two components - Central GST levied by the Centre and State GST levied by the states.

However, only the Centre may levy and collect GST on supplies in the course of inter-state trade or commerce. The tax collected would be divided between
the Centre and the states in a manner to be provided by parliament, on the recommendations of the GST Council.

6. The GST Council is to consist of the union finance minister as chairman, the union minister of state of finance and the finance minister of each state.
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7. The bill proposes an additional tax not exceeding 1% on inter-state trade in goods, to be levied and collected by the Centre to compensate the states for two
years, or as recommended by the GST Council, for losses resulting from implementing the GST.

STATEMENT OF PROBLEM

. There s lack of adaptation of policies of Demonetisation and GST.
There is lack of trained staff to implement Demonetisation and GST.
There is double registration which increases compliance and cost
There is lack of clear mechanism to control tax evasion.
It is hard to estimate the exact impact of GST.

uhwN e

RESEARCH METHODOLOGY

SAMPLE DESIGN

Non-random sampling method is adopted (i.e) the respondents to my study is not selected at random. The sample size selected is 100.
DATA COLLECTION

Data can be divided into to (1) Primary data (2) Secondary data.

METHOD OF COLLECTING SECONDARY DATA

Secondary data for this study was taken from research articles published in magazines, books, periodicals, newspaper etc.

METHOD OF COLLECTING PRIMARY DATA

There are various method of collecting data such as interview method, questionnaire method, preparing schedules, observation method etc. The researcher used
questionnaire method to collect the data.

LIMITATION OF THE STUDY

There are few limitations of the study

Time available for the study is limited.

Data available is not sufficient to cover all aspect.

The area covered for the study is narrow.

The very difficult thing is to meet the people concern and get the information.

In many companies, they are not willing to co-operate and provide the investigator with sufficient information.

uewhPRE

ANALYSIS AND INTERPRETATION

The researcher has used SPSS package for analysing.

Objective No. 1 and 2:-To identify the causes of Demonetization and GST

HO There is no relationship between Causes of Demonetisation and Causes of GST
H1 There is relationship between Causes of Demonetisation Causes of GST

TABLE NO. 1: RELATIONSHIP BETWEEN CAUSES OF DEMONETISATION AND CAUSES OF GST

TEST STATISTICS
CAUSES OF DEMONETISATION CAUSES OF GST
Chi-Square 35.520? 5.000°
sdf 7 4
Asymp. Sig. .000 .287
a. 0 cells (.0%) have expected frequencies less than 5. The minimum expected cell frequency is 12.5.
b. 0 cells (.0%) have expected frequencies less than 5. The minimum expected cell frequency is 20.0.

Source: Primary Data
From the above table it is clear that the calculated value is more than the table value, therefore the null hypothesis is rejected. It is proved that there is relationship
between the causes of Demonetisation and the causes of GST.
Objective No. 3:- To synchronize the impact of Demonetization and Impact of GST
HO There is no relationship between Impact of Demonetisation and Impact of GST
H1 There is relationship between Impact of Demonetisation Impact of GSTF GST

TABLE NO. 2: RELATIONSHIP BETWEEN IMPACT OF DEMONETISATION AND IMPACT OF GST

CORRELATIONS
IMPACT OF DEMONETISATION | IMPACT OF GST

IMPACT D Pearson Correlation | 1 .970"

Sig. (2-tailed) .000

N 100 100
IIMPACT GST | Pearson Correlation | .970" 1

Sig. (2-tailed) .000

N 100 100
**, Correlation is significant at the 0.01 level (2-tailed).

Source: Primary Data
From the above table it is inferred that there is very high positive correlation of 0.970 between the impact of Demonetisation and the impact of GST. Since it
proves that the impact of Demonetisation on GST.
Objective No. 4:- To focus on the benefits and benefactors of GST
HO There is no relationship between Impact of GST and Benefit of GST
H1 There is relationship between Impact of GST and Benefit of GST
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TABLE NO. 3. RELATIONSHIP BETWEEN IMPACT OF GST AND BENEFIT OF GST

TEST STATISTICS
IMPACT OF GST BENEFIT OF GST
Chi-Square 5.440? 4.580°
Df 7 6
Asymp. Sig. .606 .599
a. 0 cells (.0%) have expected frequencies less than 5. The minimum expected cell frequency is 12.5.
b. 0 cells (.0%) have expected frequencies less than 5. The minimum expected cell frequency is 14.3.

Source: Primary Data
From the above table it is depicted that the calculated value is more the table value therefore the null hypothesis is rejected. This implies that there is relationship
between Impact of GST and Benefits of GST.
Objective No. 5:- To analyse the Challenges of Demonetisation and Challenges of GST
HO There is no relationship between Challenges of Demonetisation and Challenges of GST
H1 There is relationship between Challenges of Demonetisation and Challenges of GST

TABLE NO. 4: RELATIONSHIP BETWEEN CHALLENGES OF DEMONETISATION AND CHALLENGES OF GST

TEST STATISTICS
CHALLENGES OF DEMONETISATION CHALLENGES OF GST
Chi-Square 5.840? 7.100°
Df 6 4
Asymp. Sig. 441 131
a. 0 cells (.0%) have expected frequencies less than 5. The minimum expected cell frequency is 14.3.
b. 0 cells (.0%) have expected frequencies less than 5. The minimum expected cell frequency is 20.0.

Source: Primary Data
From the above table it is inferred that the calculated value is more than the table value therefore the null hypothesis is rejected. Therefore is a relationship
between Challenges of Demonetisation and Challenges of GST.
Objective No. 6: To bring out the Recommendation of GST and Demonetization
HO There is no relationship between Challenges of GST and Recommendation of GST
H1 There is relationship between Challenges of GST and Recommendation of GST

TABLE NO. 5: RELATIONSHIP BETWEEN CHALLENGES OF GST AND RECOMMENDATION OF GST

CORRELATIONS
CHALLENGES OF GST | RECOMM. OF GST

PROMBLEMS GST | Pearson Correlation | 1 951"

Sig. (2-tailed) .000

N 100 100
RECOMM GST Pearson Correlation | .951™ 1

Sig. (2-tailed) .000

N 100 100
**_Correlation is significant at the 0.01 level (2-tailed).

Source: Primary Data
From the table we can infer that there is a high positive correlation of 0.951 between Challenges of GST and Recommendation of GST. This implies that the
Challenges of GST is solved by the suggestions or recommendation provided.
Objective No. 6:- To bring out the Recommendation of GST and Demonetization
HO There is no relationship between Challenges of GST and Recommendation of GST
H1 There is relationship between Challenges of GST and Recommendation of GST

TABLE NO. 6: RELATIONSHIP BETWEEN CHALLENGES OF DEMONETISATION AND RECOMMENDATION OF DEMONETISATION

CORRELATIONS
CHALLENGES OF DEMONETISATION | RECOMMENDATION OF DEMONETISATION

CHALLENGES DD | Pearson Correlation | 1 953"

Sig. (2-tailed) .000

N 100 100
RECOMMD Pearson Correlation | .953" 1

Sig. (2-tailed) .000

N 100 100
**_Correlation is significant at the 0.01 level (2-tailed).

Source: Primary Data
From the table we can infer that there is a high positive correlation of 0.953 between Challenges of Demonetisation and Recommendation of Demonetisation.
This implies that the Challenges of Demonetisation is solved by the suggestions or recommendation provided.
Objective No. 7:- To know whether the Central Government was successful in the implementation on Demonetization and GST
HO There is no relationship between Success of Demonetisation and Success of GST
H1 There is relationship between Success of Demonetisation and Success of GST
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TABLE NO. 7: RELATIONSHIP BETWEEN SUCCESS OF DEMONETISATION AND SUCCESS OF GST

CORRELATIONS
SUCCESS OF DEMONETISATION | SUCCESS OF GST

SUCCESSDD | Pearson Correlation | 1 512"

Sig. (2-tailed) .000

N 100 100
SUCCESSGST | Pearson Correlation | .512"" 1

Sig. (2-tailed) .000

N 100 100
**_Correlation is significant at the 0.01 level (2-tailed).

Source: Primary Data
From the above table it is clear that the success of Demonetisation and the success of GST are averagely correlated (i.e. 0.512).

FINDINGS

The researcher has found the following:

. There is relationship between the causes of Demonetisation and the causes of GST.

. There is very high positive correlation of 0.970 between the impact of Demonetisation and the impact of GST.
. There is relationship between Impact of GST and Benefits of GST.

. A relationship between Challenges of Demonetisation and Problems of GST.

. The Challenges of GST is solved by the suggestions or recommendation provided.

. The Challenges of Demonetisation is solved by the suggestions or recommendation provided.

. The success of Demonetisation and the success of GST are averagely correlated (i.e. 0.512).

CONCLUSION AND RECOMMENDATION

To conclude the researcher has formulated certain Innovative methods of implementing Demonetisation and GST.
Innovative Methods of GST

. Test Trial
. Implement on few items
. Implementation on phases basis

. Computers and server basis
Innovative Methods of Demonetisation
. Cash less Economy

. Monitored Transactions

SCOPE OF FURTHER STUDY

K3

% The study can be conducted after five years and ten years of implementation of Demonetisation and GST because these strategies have a long term benefits.
.

A comparative study between foreign countries and India can be done where these strategies have been implemented.
«  This study can be conducted in a Cash Less Economy.
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ANNEXURE
QUESTIONNAIRE

IMPACT OF IMPLEMENTATION OF DEMONETISATION AND GST
1. Name of the respondent
2. Age:-20-3030-4040-5050-60
3. Gender :- Male Female
4. Income :- 20,000 — 30,000 30,000 - 40,000 40,000 - 50,000 More 50,000
5. Educational Quailifation :- UG/PG Professional Others
6.  Nature of the organisation :- Public Private Business Others
7.  Experiences :- Less than 10 yrs 10 — 20 yrs 20 — 30 yrs More than 30 yrs
8.  What do you think could be the cause of Demonetisation?
-

Boost deposit base and savings
. Improve monetary transmission and reduce lending rates.
. Create room for further Monetary Accommodation.
. Financial Inclusion
Ll Positive impacts from a bond market perspective
" Support government finances.
Rise in GDP growth potential
9.  What do you think could be the cause of GST?
. Starting a Business gets within your reach.
. Small Traders become Small Taxpayers.
. Speed delivery of your goods /services
. Happy Manufactures as well as Consumers.
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10.

Subsume Central indirect taxes.
The final consumers will bear only the GST charged by the last dealer.
What is the Impact of Demonetisation?
Elimination of counterfeit currency
Abolish black money
Strengthen Indian Banking System
Financial inclusion for Jan Dhan account holders
Higher Tax Collection
Deflation
Price cut in Real estate
This Step will make Rupees Strong.
A Speed Breaker for Corruption
Bank Rate Cut
Adverse impact on informal sector
Plight of Primary Producers
Non-acceptance of Old currency regardless Government Orders
Possibility of breaking Riots
Excessive burden on bank employees.
Decrease in demand
Violation of rule by general public
Chances of incarnation of De facto currency
What is the Impact of GST?
Unified tax system.
Remove the cascading effect of taxes.
Manufacturing costs reduced.
Products become cheaper.
Less corruption.
Services will become expensive.
Time to understand its implications.
It is easier said than done.
The prices of goods can also see a rising trend.
What are the benefits of Demonetisation?
Ensuring availability of input credit across the value chain
Minimizing cascading effect of taxation
Simplification of tax administration and compliance
Harmonization of tax base, laws, and administration procedures across the country
Minimizing tax rate slabs to avoid classification issues
Prevention of unhealthy competition among states
Increasing the tax base and raising compliance.
What are the benefits of GST?
GST will subsume central indirect taxes
Set-Off benefits.
Measure of support for the states,
Two components
Recommendations of the GST Council.
The GST Council
An additional tax for losses resulting from implementing the GST.
Do you think Implementation of Demonetisation was success to the central Government?
1.YES 2. NO
Do you think Implementation of GST was success to the central Government?
1.YES 2. NO
THANK YOU
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