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This study examines the impact of the Goods and Services Tax (GST) on the agriculture sector in
India. GST has aimed to streamline the tax system, creating a unified national market. The study explores
the effects of GST on input prices, transportation, warehousing, and the export process for farmers. It
highlights both positive and negative outcomes, such as reduced costs for certain inputs and improved
market access, alongside increased compliance burdens and price hikes in critical agricultural inputs
like pesticides and machinery. Through a detailed analysis of various landholding sizes and farming

costs, the research reveals that while GST has potential long-term benefits, its immediate impact has
been mixed. The study also provides suggestions for improving GST policies to better support farmers, emphasizing
simplicity, clarity, and the need for targeted tax relief on essential agricultural inputs.
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1. INTRODUCTION

On July 1, 2017, India launched the Goods
and Services Tax (GST) with the goal of
streamlining the tax system and fostering a single
market throughout the nation. There are several
approaches to evaluate the effects of GST on
Indian farmers while taking into consideration the
various facets of their activities and means of
subsistence.Positive Effects on Input Prices and
Agricultural Equipment: The GST eliminated
several indirect taxes including VAT, excise duty,
and octroi, creating a more simplified tax
structure. Inputs including fertiliser, seeds,
herbicides, and agricultural machinery may be
subject to less taxation as a result, making them
more cheap for farmers.
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» Mixed Impact: Transportation & Logistics

After the GST, the transport and logistics
industry witnessed substantial changes.
Although the goal of the GST was to
streamline interstate trade, there were
initially delays brought on by the new tax
structure and the requirement for
compliance. Farmers may profit from lower
transportation costs as a result of an
improvement in the impact on
transportation costs and efficiency through
time.

Cold warehousing and storage: Positive
Effect: Because of the GST's streamlined tax
structure, cold storage and warehousing
facilities may be used more effectively. As a
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result, post-harvest losses can be
decreased and farmers can preserve their
food for longer periods of time.

2. Farmers' Exemptions:

» Mixed Effect: Prior to the introduction of
the GST, certain states offered exemptions
or reduced tax rates on specific agricultural
inputs and products. If these exclusions are
granted, it will have an impact on farmers.
Whether these exemptions  were
maintained under the GST system will
determine how it would affect farmers. It's
possible that some products, including
milk, cereals, and vegetables, were still
excluded or were subject to lower prices.

» Positive Effect: The export procedure was
simplified by GST, making it simpler for
farmers to export their goods. Increased
export tariffs and input tax incentives can
make Indian agricultural goods more
competitive abroad.

» Compliance and Knowledge: Problems:
Complying with the new GST system may
have been difficult for many farmers,
particularly those in remote regions. This
could have caused early misunderstanding
and made the taxing procedure challenging
to navigate.

» Market Entry: GST has a mixed effect on
its goal to unify the national market.
Farmers may have easier access to the
market as a result, enabling them to
promote their goods to a larger clientele.
However, the advantages could differ based
on the particular crop and location.

3. LITERATUTE REVIEW

Bansal and Sharma(2020) A study on
Impact of Goods and Services tax on Agriculture
sector in India: Due to GST implementation unified
indirect tax comes in effect which will boost the
farming segment in India. Seeds and organic
manure will not have any effect on prices of farm
input. Rate on chemical fertilizers are also reduced
in GST regime which will reduce the farm cost as
compared to pre GST era. Fraction of incremental
cost in farm inputs will negligible impact on farm
costs. cost of transportation of farm good which
was exempted prior to GST is also exempted in
GST regime. Hence this will have no impact for
farmers and distributors. Reduced farm costs and
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provision of National Agriculture market will
boost the agricultural sector in India.GST would
make the tax system more transparent.

Kumar and Kumar (2021) Impact of GST
on agricultural sector: Tax rates on micro
nutrients and fertilizers should be reconsidered.
Taxes on farm machineries should be reduced to
promote mechanization of marginal and small
farms. Awareness about the tax rates of
agricultural inputs among farm producers should
be made to break information asymmetry.

Mamanshetty, S. V. (2021) Impact of GST
on agricultural sector::GST is expected to have
positive and negative impact on agricultural
sector. It will have negative impact on most
popular commodities like milk, tea and fertilizers.
Due to provision of National Agricultural market, a
single tax on interstate sale of farm produces will
come in force which will encourage farmers to sell
their produce in whole country and get best
available prices.

Kumar et al.(2022) GST impact on
Agricultural and Allied Sectors: Gstis a robust step
in Indian economy. Since agriculture contributes
to more than 15 percent to GDP, Government has
emphasized rates on agricultural products which
has resulted in lower prices of the Agriculture
commodities. National agriculture market will give
efficient prices to farmers of their produces. But
tax on agricultural machineries has increased
which is a burden on farmers. After the
implementation of GST small, inefficient and high
costs warehouses have reduced.

4, HYPOTHESIS
» Ho - There is no significant relationship
between landholdings of farmer and
change in farming income after GST
implementation.

5. OBJECTIVES OF THE STUDY
» Toanalyse the impact of GST on farmers of
different landholdings.
» To give suggestions on the basis of study
made.
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6. ANALYSIS AND FINDINGS

Fig-1: Size of Landholdings of the
respondents

N 0-1 Hectare

N 1-2 Hectare
2-4 Hectare

B 4-10Hectare

B Above 10 Hectare

Above Fig-1 shows that majority of
respondents have landholdings size 0-1 Hectare
followed by respondents having landholdings size
of 1-2 Hectares.

Fig-2: Are you aware about Goods and
Services tax (GST)?

5

BYES |

BNO |

93

Fig-2 shows that majority of respondents
are about GST.

Table-1: Have you heard about National

Agricultural Market?
Heard about NAM | Frequency | Percentage
Yes 78 75.73
No 25 24.27
Total 103 100

Above Table-1 depicts that majority of
respondent’s ie 75.73% have heard about
National Agricultural Market (NAM)
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Fig-3: Did you sell your Farm produces
through E-NAM ?

4

BNO

494

Above Fig-3 depicts that majority of
farmers have not sold their farm produces through
E-NAM.

Table-4: According to you which of the
following expenses have increased after GST

that has affected you?
[tems Frequency | Percentage
Pesticides | 41 39.80
Tractors 11 10.67
Irrigation 28 27.18
Equipments
Agri tools 15 14.56
Tyres 04 3.88
Fertilizers | 04 3.88
Total 103 100

Table-4 above shows that rise in price of
pesticides have affected the respondents most
followed by price of irrigation equipments like
motor pumps, pipes etc.

7. RATIONALE OF THE STUDY

The government took a historic move when
it put the GST Act into effect since it combined
several indirect taxes into a single tax. A big
number of people are employed in the agricultural
industry, which makes a major GDP contribution
to India's economy. Studying the effects of GST on
farmers is crucial since India is a nation where the
bulk of the people work in agriculture. The effects
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of the GST on farmers have not been empirically
studied. This research will demonstrate how the
introduction of the GST has changed the costs and
revenue experienced by all different sorts of
Farmers. For better research outcomes, this study
includes farmers from all various forms of
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landholdings because farmers in India are
categorized according to different types of
landholdings.

Table-5: Size of landholdings * Change in farming costs after GST implementation? Cross

tabulation
Change in Farming costs after GST implementation
Increased Decreased Total
0-1 22 8 30
Hectare
1-2 20 2 22
Hectare
Size of | 2-4 16 1 17
Landholdings Hectare
4~ 12 4 16
10Hectare
Above 10| 11 7 18
Hectare
Total 81 22 103

Table-5: Chi-Square Test

Value df | Asymptotic significance Exact Significance
(Two sided) (Two sided)
Pearson’s coefficient | 8.318 4 1.081 .079
Likelihood Ratio 8.991 4 |.061 .084
Fisher’s Exact test 8.116 .080

In above table, Since P value > 0.05, we fail
to reject the null hypothesis and conclude that
there is no significant relationship between
landholdings of Farmers and change in Farming
costs after GST implementation. Farming costs
have escalated for all types of farmers after the
introduction of GST.

Fig-4: GST is beneficial to Agricultural Sector.

Strongly Agree 11
Agreg 5
Neither agree nor disazree 15
Disagree 21

Strongly Disagree 51
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From fig-4 it is clear that majority of
respondents strongly disagree with the statement
that GST is beneficial for Agricultural sector. The
rise in the prices of fertilizers, agricultural tools
have adversely affected them. However, few are of
the view that GST will be beneficial for the
agricultural sector in the long run.

Due to the sharp price increases in practically
all agricultural inputs, the adoption of the GST has
particularly hurt farmers. The majority of farmers
in India are small and marginal farmers who
struggle financially because of their susceptibility
to weather events, insect infestations, and
inadequate pricing for their goods. Through this
study, it has become clear that agricultural
expenses have gone up while farming incomes
have gone down for all sorts of farmers. Following
the establishment of the GST, there was no
discernible difference between the changes in
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farming costs and farming revenue. The
Government of India did not systematically
implement the national agricultural market as
intended. As a result, they may not receive fair
rates for their goods, while on the other side, they
must deal with excessive.

8. SUGGESTIONS:

For Indian farmers, the Goods and Services Tax
(GST) system has to be improved in order to
adequately address their specific demands and
concerns. Here are some ideas for improving GST
so that farmers can benefit:

» Simplicity and Clarity: Make GST policies
and procedures simpler and more user-
friendly for farmers. Help farmers
understand their tax liabilities and
entitlements by providing transparent,
easily available rules.

» Unique Rules for Agriculture: To lessen
the financial strain on farmers, think about
enacting special rules and reduced tax
rates for agricultural inputs including
seeds, fertiliser, pesticides, and machinery.

» Exemptions for Basic Needs Goods: To
keep them cheap for consumers, maintain,
introduce, or decrease tax rates on vital
agricultural commodities including grains,
fruits, vegetables, and dairy products.

» Tax credits for input: Make sure that
farmers may effectively claim input tax
credits for their agricultural costs, such as
machinery, shipping, and storage.

> Encouraging digital literacy: Start
educational initiatives to improve farmers'
digital literacy so they can use online GST
platforms and adhere to tax regulations.

> Support for Local Languages: To
accommodate the linguistic variety of the
agricultural community, offer support and
resources regarding the GST in local
languages.

» Construction of infrastructure: To lower
post-harvest losses and increase farmers'
access to markets, invest in rural
infrastructure including cold storage
facilities, warehouses, and transportation
networks.

» Clinics & Support Facilities for GST:
Create GST support centers or clinics in
rural regions so that farmers may go there
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for help with submitting their GST returns
and dealing with tax-related issues.

9. CONCLUSION:

GST has had an uneven effect on Indian
farmers. One the one hand, the GST has the ability
to increase market access, lower input prices, and
decrease post-harvest losses through enhanced
infrastructure. Additionally, it fosters a more
effective agricultural value chain and streamlines
export procedures. It's crucial to remember that
the real impact varies greatly depending on region,
crop variety, and farmers' capacity to adjust to the
new tax structure. The advantages of fewer tax
complications and increased interstate commerce
can greatly contribute to the overall development
and sustainability of India's agricultural industry
over time, as the GST system stabilizes and
farmers become more comfortable with its needs.

Prior to GST: Prior to the introduction of
the GST, Indian farmers had to navigate a
complicated tax system that included several
indirect levies, varied rates, and state-level
exclusions. This frequently resulted in
inefficiencies, cascading taxes, and compliance
issues. Farmers had to wrangle a maze of levies
that varied from state to state in how they affected
their input costs, transportation, storage, and
market access.

GST Era After: With the implementation of
the GST, the taxing structure was intended to be
rationalised and simplified, resulting in a
nationwide market. While it provided several
advantages for farmers, including decreased tax
cascading, simplified logistics, and better export
options, it also presented difficulties with
compliance, awareness, and early supply chain
interruptions.
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