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Abstract - Under the Pre GST regime, central and state government have levied multiple taxes on the same 
supply chain. There was cascading effect of taxes, as taxes levied by the central government, were not 
allowed as set off against the taxes levied by state government. In the view of the above difficulties, the 
certain taxes have been subsumed in a one tax called the goods and service tax (GST). Automobile 
industry in India is one among the most victorious and rising manufacturing industry after liberalization. 
The industry has prospective to grow and become a most important contributor for the economic 
development and employment formation. The Indian government has also identified the need for 
Automobile industry in the Indian economy and is currently functioning on Automotive Mission Plan 2026. 
The automobile industry produces commercial vehicles, passenger‘s cars, and three and two-wheeler.By 
the outline of GST, where all the taxes are subsumed into one, it becomes necessary to foresee the 
impact of GST on this industry. This paper covers the overall impact of GST on Automobile sector in 
India. 
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INTRODUCTION 

India's GST (Goods and Services Tax) is a planned 
indirect tax system that would combine several of the 
country's current taxes into a single tax. One 
hundred and one amendments to the Constitution 
were enacted in 2016. Economic growth in India is 
projected to be bolstered by the implementation of 
the Goods and Services Tax (GST), a major reform 
of indirect taxation in the country. The cascading 
effect of taxes is also predicted to be eliminated by 
GST. In the coming years, India is expected to play a 
significant role in the global economy. [1] 

The automobile industry serves as a symbol of 
human ingenuity. The dynamic growth phases of one 
of the world's fastest-growing sectors are explained 
by the nature of competition, the life cycle of the 
product and the demand of consumers. It is today's 
global automobile business that is concerned with 
consumer demands for style; safety and comfort; and 
manufacturing efficiency. When it comes to 
worldwide mergers and relocating manufacturing 
hubs to emerging economies, this business is at a 
crossroads. [2] 

In India, the automobile sector, which includes 
automobiles and automotive components, is a major 
economic contributor. It is a key contributor to 
manufacturing GDP, exports, and jobs because of its 
close ties to other industrial sectors. Historic 
capabilities in casting, forging and precision 
machining have driven this industry's expansion. It 

has also benefitted from low-cost skilled labour and 
considerable FDI inflows, as well as traditional 
strengths in fabrication (welding, grinding, and 
polishing). [3] 

Automotive production in India ranks as a global 
leader. 7.1 percent of the country's GDP is 
attributed to the sector (GDP). Almost 13 percent of 
government excise revenues come from this 
industry, which accounts for 4.3 percent of India's 
overall exports. With federal excise duty ranging 
between 12.5 percent and 30 percent and several 
cesses imposed at the government's whims and 
fancies to raise income, this industry has had to 
deal with high tax rates for a long time now. The 
most recent of these is the infrastructure cess. [4] 

Vehicle manufacturers and their consumers would 
both benefit from lower taxes under the Goods and 
Services Tax (GST), which is expected to be 
implemented in full on January 1, 2017. Taxes like 
sales tax, road tax, sector tax, VAT and vehicle tax, 
as well as fees for registering a car, were all in 
place prior to the implementation of the GST. 
Taxes on car services now include all of these.[5] 

LITERATURE REVIEW  

Eeshan Gupta, Dr. Sangeetha R (2015) 
Understanding GST and the Indian stock market's 
performance as a result of the adoption of GST is 
the focus of this study. In order to better 
understand this field of study, this paper evaluates 
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twenty-five published works by well-known scholars. 
The BSE Auto index, the BSE Oil and Gas index, 
and the BS E banking index prices are all included in 
this publication. Descriptive Statistics, Regression, 
Unit Root Test, Paired T test, and Granger's 
Causality test are used to examine the data in this 
work. The outcomes of the analysis are desirable 
and aid in further investigation and interpretation. [6] 

Arpit Jain (2014) In this study, the impact of GST on 
small company and the automobile sector is 
examined. Chaos and bewilderment erupted among 
the populace when the GST was implemented. For 
India's economy, GST was a game-changer. For the 
first time, all indirect taxes will be unified. It included 
commodities that had previously been exempt from 
taxation. With the GST, the government hoped to 
lessen the concept of "tax on tax" while also raising 
the country's overall GDP. Fixed rates for specific 
commodities were established as a way to eliminate 
price fluctuations between states. The GST aided in 
the reduction of automotive prices. [7] 

Saravana Rajan S, Kirubagaran K (2014) There is a 
survey and an analysis of the data obtained in this 
study article. For this research, secondary sources 
such as books, journals and articles are also 
consulted. There were 305 responses to the survey, 
which was a success. Analysis of the replies took 
place. According to the survey, middle-class people 
are impacted by rising oil prices, and the government 
might possibly provide assistance in light of the rising 
prices. The implementation of GST in the vehicle 
industry, in particular, has proven to be a boon to 
both consumers and businesses. [8] 

K.Neelavathi, Mrs. Rachana Sharma (2017) Post-
liberalization, India's automobile sector has emerged 
as one of the country's most successful and 
promising industries. As an economic and job-
creating force, the industry has a lot of promise. Cars 
are an important part of India's economy, and its 
government is now working on an Automotive 
Mission Plan 2026 to compete with the world's most 
powerful nations. India's government plans to apply 
the Goods and Services Tax (GST) in the 
manufacturing sector. [9] 

Dr. B. Maheshwari (2017) A look at the automobile 
industry's participation in the present economic 
downturn is the focus of this article In the recession, 
the automobile industry has been one of the hardest 
hit. Automobiles are manufactured, marketed and 
sold by the automobile industry. As of 2008, there 
were more than 70 million vehicles on the road 
around the world. The United States has around 250 
million automobiles on the road. More than 260 
billion US gallons of gasoline and diesel fuel are 
consumed worldwide each year. [10] 

METHODOLOGY 

Secondary data, such as that found in research 
reports, journals, market papers, newspapers, the 
internet, and online databases, is given greater 
weight in this study. This study describes the effects 
of the Goods and Services Tax (GST) on India's 
automobile industry. Data from databases like the 
Center for Monitoring Indian Economy (CMIE) and 
the EPWRF databases is used to compile this report. 
IBEF, yearly reports of vehicle firms, and other 
reports. For the purpose of drawing conclusions from 
data, descriptive statistics such as the mean, paired 
t-test, and correlation were used. 

ANALYSIS 

Table 1 Growth of Automobile industry in India 

 

From 2010-2011 to 2017-2018, the automobile 
industry's growth is depicted in Table 1. The 
number of factories, fixed capital, invested capital, 
net income, and profitability all show negative 
growth. One may see that the number of 
employees and workers isn't increasing 
significantly. There is a favourable growth in 
working capital and the total value of output. 
During the research period, the automobile sector 
had more ups and downs due to both internal and 
external variables. In addition to government 
policy ramifications, the performance of the 
vehicle industry has been influenced. 
Demonetization and the introduction of the Goods 
and Services Tax (GST) were particularly 
detrimental to the expansion of the vehicle 
industry. A decrease in working capital in 2016-17 
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may be due to the demonetization of the Indian 
currency. Working capital is expected to rise in 2017-
18, possibly as a result of the Goods and Services 
Tax (GST). Due to increased working capital 
requirements under the GST, as well as a drop in 
automotive net income and profit, this is the case. 
The slow expansion of the vehicle industry is also 
shown by other indices. 

Table 2 Production andSale of automobiles 
(Valuesin Numbers) 

 

Results of the paired t-test and correlation and 
coefficient of the changes in automotive production 
for the pre- and post-GST periods are shown in 
Table 2. Pre- and post-GST auto manufacturing are 
determined to be negatively correlated by a factor of 
-70 percent. Similarly, the sale of autos in India 
before and after the implementation of GST shows a 
strong negative connection of -85%. There is no 
correlation between automotive production and sales 
prior to GST, which is what this statement insinuates. 
After GST was implemented, the mean values of 
production and sales grew from 24264499 to 
28786135 and 25477576 to 28739588, respectively. 
There is, however, no statistically significant 
difference between automotive production and sales 
at the significance level of 5 percent, according to the 
results of paired sample t-tests. As a result, the null 
hypothesis is accepted, and it can be inferred that 
production and sales made prior to and following the 
implementation of GST have not significantly 
changed. 

Table3: FDI inflow to Automobile and 
Petroleum and Natural Gas sectors 

 

Using paired t-tests and correlation coefficients, we 
can examine the influx of foreign direct investment 
(FDI) into the oil and natural gas industries (Table 3). 
According to the study, FDI inflow into the vehicle 
sector before and after GST has a moderately 
negative correlation of 46 percent. In addition, FDI 
inflows into the petroleum and natural gas sectors 
show a strong positive association. Auto FDI 
inflows were found to be negatively correlated with 
FDI inflows into the petroleum and natural gas 
sectors. Average FDI inflow grew from Rs.14628.8 
to Rs.17174 crore for pre and post GST periods, 
and the average FDI inflow to petroleum and 
natural gas climbed from Rs. 642 crores to Rs. 
2352 crores in both years. At a 5% threshold of 
significance, the paired t-test results showed no 
statistically significant difference between FDI 
inflow to automobiles and petroleum and natural 
gas. As a result, the null hypothesis is rejected, and 
it can be stated that FDI inflow to the automotive, 
petroleum, and natural gas industries has not 
changed significantly before or after GST 
implementation. 

The following are the findings of the researcher's 
examination of the aforementioned table: 

Prior to GST and after GST, the classification of 
vehicle taxes 

A number of car sectors will be impacted by the 
introduction of the Goods and Services Tax (GST). 
Let's take a look at the overall impact of GST on 
the automotive industry. 
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FINDINGS 

To know the impact of GST on automobile 
industries. 

 

Incaseofusedcars: 

In the 2018 financial budget report, GST rates for 
used cars were reduced, while a number of 
categories were exempted from the cess. The 
initiative is a major thrust toward the used 
automobile segment, which accounts for a sizable 
portion of annual sales. The GST on used medium, 
big automobiles and SUVs has been reduced from 
28 percent to 18 percent as a result. Small cars and 
motor vehicles, on the other hand, have dropped 
from 28 percent to 12 percent. Cessation has been 
averted in both circumstances. " The previous rates 
led to an increase in used car prices and a 
stumbling block in the transition to an organised 
economy for used car partiers. The drop in rates is 
expected to increase demand for pre-owned 
vehicles. 

Incaseofautorickshaws: 

Generally speaking, the GST proposal appears to 
be beneficial, with little automobiles not seeing 
much of an adjustment in costs after GST, while 
luxury automobiles will be less expensive. 

To be aware of the challenges faced during GST 
implementation's early stages. 

 On July 1, 2017, the GST was implemented 
in or country. A month after the GST council 
was held on August 5th, the administration 

proposed boosting SUV and luxury vehicle 
excise taxes from the existing 15% to 20%. In 
the automotive business, this resulted in a 
great deal of confusion. 

 After the effective implementation of GST, 
the automobile industry expects a positive 
demand draw as a result of increased 
customer interest in a unified single market. 

CONCLUSION 

People, economists, and politicians have all voiced 
their disapproval of the GST since its 
implementation. It is undeniable, however, that GST 
has had a positive impact on the country's 
economic growth. It will eliminate cascading 
consequences and generate cash for both the 
federal and state governments. There has been a 
drop in the tax rates on luxury cars as a result of 
this study, which could lead to an increase in 
sales of luxury cars. Small vehicles, on the other 
hand, have the opposite impact. In the long run, 
the government's decision to raise the tax rate in 
the current fiscal year may have a favourable 
influence on the vehicle sector. Automobile sales 
could see a boost if the same thing happens again 
in the near future. 
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