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1.Introduction

The basic principle of taxation emphasizes its role in providing finances for the public goods
such as infrastructure, maintaining law and order and provision of public goods etc. Other
imperatives include correcting externalities in the economy and influence economic decisions
of firms and individuals. In India, the domestic taxes, revenues from public investments and
the external debt has been the primary ways of raising resources. Specifically, it has played a
pivotal role in the planned development strategy (Rao and Rao, 2005). The tax policies have
been the primary tool utilized to transfer private savings for public consumption and
investment in India (Bagchi and Stern, 1994). The taxes in India has also served other
purposes such as guiding of the economic activity, influencing decisions of businesses and
individuals, reducing the regional inequalities of economic growth, providing employment

opportunities, incentivizing investments and savings etc.

Federal set up of the country entails more complicated tax framework unlike other similar
countries. Globally, the taxation consisting of the indirect taxes based on consumption taxes
are fast becoming a key instrument in mobilizing financial resources for the Government
(OECD, 2006). At the same time, countries such as United States rely on direct taxes more
than the indirect tax revenues (Pomerleau, 2015). In line with this wider shift towards the
reliance on indirect taxes, Indian finance ministry through its expert committees has been
advocating for such a change in the tax structure in the last 5 decades (Government of India,

1978; 1985; 1993; 2002).

Only after 1991, major systematic and comprehensive efforts were attempted in changing the

Indian tax system due to the opening of the economy and adoption of market based reforms



by the government. The most recent change attempted by the Indian government is the
introduction of a uniform indirect tax named, ‘The Goods and Service Tax’ (GST). It is a
broad based consumption tax levied on all goods and services across the country.

In this paper, I examine the extent to which this new tax could solve the fundamental issues
that are observed in the Indian tax system and its potential impact on household expenditures.
This research is placed in the most contemporary period for analysis. However, the factors
under consideration of this research have historical continuity which is recognized wherever
deemed necessary. The primary rationale for this study is to enhance our understanding of the
GST in Indian context and thereby facilitate informed policy choices.

Therefore, two research questions are formulated

1) Can GST solve the fundamental problems of the Indian tax system?

2) What are the potential impact of GST on ‘household consumer expenditures’?

The overall structure of the study takes the form of 6 sections. Firstly, in the section (2) the
research problem is examined. Section (3) lays out the overview of GST, its current status
and importance of this research. Section (4) outlines the methodology employed for this
study. Section (5) comprises the empirical analysis and discussion of quantitative results.
Section (6) provides the conclusion from this study and finally section (7) deals with the

limitations of this study and avenues for future research



2. Research Problem

This section comprises six parts. Each part is concerned with the fundamental problems
found in the Indian tax system such as low revenue, transparency, equity, tax evasion,
environmental externalities, imbalance in tax raising and spending domains are explored.
Then the next section deals with the definition and scope of GST including its current status.

The following section justifies this research study.

2.1 Fundamental problems of the Indian tax system

2.1.1 Low Revenue

India’s tax-gdp ratio stands at 16.6% which is lower than both average of OECD (34%) and
emerging market economies (21%). South African data for the same period (2000-14) is
about 23-27 % (National treasury, 2015). Chinese data for the period between 2000-2013 sis
between 15.5%-27.5 % (Lam and Wingender, 2015). Brazilian ratio has consistently been
above 30% after 2000-10 (OECD, 2011). Angola, Botswana, Congo, Guinea, Gabon,
Lesotho, Namibia, Nigeria, Seychelles and Swaziland have significantly high ratios
(Mansour, 2014) compared to India in the period 2000-2010. The spending and tax raising
ratios are lower even among the countries with comparable (PPP adjusted) per capita GDP.

(Economic survey, 2016).

The exemptions and constant changing of brackets for tax rates has implied that the
effective tax from personal incomes as a percentage of GDP remains extremely low at about

0.5% and the population subjected to income tax is 2-3% (Pikketty and Qian, 2009).



As a consequence of the low tax ratio, the revenue deficits have worsened in the last three
decades with the states performing relatively better than central government. The BJP
Government currently in power has promised to create 100 smart cities, develop road and rail
infrastructures, and increase public education spending to 6% of GDP, concrete houses for
every family among other things (BJP, 2014). However, it is handicapped to fulfil them due

to the low tax revenues.

Figure 1 Revenue deficit of states and central governments

Revenue Deficit

=—@=Central ==@=States Total as a percentage of GDP

Data source: Indian public finance statistics 2014-15 Ministry of finance, Government of India

The above chart illustrates the shortfall of the government’s aspirations to spend and the

shortfalls in the revenue of the budget predominantly in the last three decades

Adding to the woes, the fiscal deficit data seems to show similar trends for both states and

centre.



Figure 2 Fiscal deficit of states and central government
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Data source: Indian public finance statistics 2014-15 Ministry of finance, Government of India

India’s HDI value for 2014 is 0.609 which puts the country in the medium human
development category positioned at 130 out of 188 countries. Although there have been
significant improvements in the last three decades, the Indian scores fall short of the countries
in the median Human development group (UNDP, 2015). Last 2015-16 budget revealed
further reduction in spending on social sector funding comprising health and education
compared to the last two years. It has decreased to 1.01% of GDP from 1.09 % in 2014-15
(Aiyar, 2016). The spending on agriculture too follows the same suit where the overall
government expenditure on these crucial sectors are not just low but inadequate by any

measurement.



2.1.2 Transaction costs

India ranks 130 out of 198 economies in the ease of doing business rankings. The report
highlights that in areas such as starting a business, enforcing contracts, dealing with
construction permits among others Indian ratings are profoundly poor (World Bank, 2015a).
The ‘Paying taxes’ section highlights the important factors where India performs worse than
the OECD. Indicators such as 33 different number of payments (Taxes included) per year and
243 hours as time taken in Mumbai metropolis demonstrates an abysmally low performance
(ibid). Taxes like central sales tax also varies across states with a maximum of 2% levied.
There is also state specific entry/octroy taxes at the border posts of the states. The input tax
credit mechanism is allowed but not for the inter-state sale of goods. The central sales tax
paid by the interstate dealers and manufacturers remain a stranded cost (Mukherjee, 2015).
Other major taxes are CENVAT, central excise duty, Cess, Central Sales tax etc. ‘Tax on
tax’/’Double tax’, characterizes the present system, the taxes are applied at every stage of
production to final sale based on the value of the sale at each stage. For instance, see Table-1

for an illustration.

(....Continued)
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Table 1 Illustration of VAT system

Transaction Stage

Present VAT regime

Raw material 100

Tax on Raw material (10%) 10

Value added by Manufacturer 20

Tax payable by Manufacturer 2 (10% CENVAT of 20)
Retailers cost 132

Retailers margin 20

Tax payable 15.2 (Sales tax :10% of 152)
Final price paid (Including taxes) 167.2
Total Taxes paid 27.2

(Illustration based on model by PRS legislative research, 2015)

The Current Tax regime has different VAT' rates across the states with different bands
comprising normal rates 12-14.5%, reduced rates 4-5% and exempted lists. The cost of
exporting a container compared with China is around 72% higher. Delays at multiple
checkpoints at state/city limits result in higher transit time and increase the high logistics cost
at around 13-14% of the value of goods where in other developing/developed economies this

stands at 6-8% of the value of goods (World Bank cited in PWC, 2015b)

The multiple taxes of central and state government are better shown in Table-2 which

includes different taxes generally levied on goods and services in the country.

1VAT(Value added tax) and GST are both consumption taxes

11



Table 2 Various State and Central Taxes

State Taxes

Central Taxes

1.State VAT/Sales tax

1.Central Excise duty

2.Entertainment

tax(Also

separately by local bodies)

levied

2.Additional Excise duty

3.Central sales

tax(Levied by

central and collected by states)

3.Service tax

4.Entry tax( in lieu of Octroi)

4.Additional customs/Countervailing

duty

5.Purchase tax

5.Special customs duty

6.Luxury tax

7.Taxes on lottery, betting, | 6.Central surcharges and cesses

gambling and other games (related to supply of goods and
services

8.State  specific  cesses  and

surcharges

(Source: Mukherjee, 2015)

It is argued that the multiple taxes for same goods across different states increases the

compliance costs for businesses and decrease the export competitiveness of the goods and

services (Mukherjee, 2015)
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2.1.3 Equity

The poor tend to spend major proportion of their income on the consumption expenditure
than the richer households. Arguably, this renders the taxation policies regressive due to their
emphasis on the consumption taxes and naturally questions arise on the relevance of vertical
equity in India (Rajkumar and Krishnasamy 2015). The evidences discussed below are only
suggestive of the vertical inequity and regressiveness as ideal evidences like detailed

household surveys on taxes are absent.

Indirect taxes constitute the major portion (Almost double of direct tax) of the overall tax
revenues of combined state and central taxes. In 2014-15, it was 5.81% of GDP (Direct taxes)
and 11.57 % of GDP (Indirect taxes) (Finance Ministry, 2015). Considering central tax
composition alone, the direct taxes have increased their share than the indirect taxes from the
2007-08 financial year. It currently stands at 5.67 % of GDP (Direct tax) as against the 4.93%
of GDP (Indirect tax). The state own taxes composition has been dominated by the share of

indirect taxes as the powers of direct taxation is vested with the Centre alone.

In 2014-15, the direct taxes of states constituted 0.14% of GDP and indirect taxes accounted
for 6.64% of GDP. Except for the states where the alcohol is prohibited, most of other states
revenue constitutes about 20% from alcohol sales which is taxed under different instruments
of indirect taxes such as excise, state VAT/Sales tax (Basheer, 2013). For instance, Tamil
nadu projected tax revenues for 2015-16 is 96,083.14 crores and out of which tax from
alcohol sales alone constitutes about 29,672 crores (more than 25% of its revenues)

(Shanmugam, 2015).
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The income tax rates are increase progressively levying 10% on INR250000-500000, 20%
on INR 500000-1000000 and 30% above INR 10000000 with some relaxation in limits for its
senior citizens (Government of India, 2016a). Al though it appears progressive and fair and
expected to perform the function of redistribution, it is important to note this as the income
tax is applicable to those minority having three times the median income measured as $1415
for 2014 by World bank. Banerjee and Piketty (2001) also highlight disproportionately large
income/consumption gains by the upper tail of the population. Based on income tax reports,
they found that in the 1990s, the real incomes of the top one per cent of income earners in
India increased by about 50 per cent Furthermore, among this top one per cent, the richest

one per cent increased their real incomes by more than three times during the 1990s.

2.1.4 Tax Evasion and Avoidance

An efficient tax system promotes investment, transparency, inclusiveness, strengthens
resource mobilization and promotes compliance and social justice (OECD, 2011). Contrarily,
the Indian system is not only inefficient but also promotes informal sector, hoarding away of
wealth and tax avoidance instead of investment and savings which are required for economic

growth. Government’s latest efforts to counter them have turned futile.

Various estimates are available in the public domain about the size of the informal economy
that facilitates the tax evasion. Using Arunkumar’s estimate of the black economy size as
40% of GDP. Considering the present GDP of India as 2.1tn, the rough estimate could be
around 780bn dollars. Surprisingly, India’s Finance minister recently stated “I’m a great
supporter of this informal sector,". “The informal sector generates more jobs than the

organized industry" (Bloomberg, 2015). Meanwhile, due to transactions in informal
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economy, India loses $314 billion in revenues from tax evasion annually (Kumar, 2011). The

approximate estimate of the black economy size as 40% of GDP (Kumar, 2002; 2011).

Another phenomenon is the illegal capital flight to tax havens. There are various estimates of
the so called ‘black money’ stashed abroad with some claiming about $1.4trillion (Ministry
of Finance, 2012:14). Global Financial Integrity (2010) estimates it at 213 billion between
1948 and 2008. Black Money (Undisclosed Foreign Income and Assets) and Imposition of
Tax Act, 2015 provided an opportunity for voluntary disclosure of the black
incomes/previously evaded incomes stashed abroad and domestically. After the three month
window period, 635 declarations amounting to 4160crores (Around $3 bn) and garnered
Rs.17cr in tax penalty (The Indian Express, 2015a). This is a miniscule compared to the
above discussed estimates. Arunkumar (2002) posits the following as major sources of black
economy: real estate sector, Gold, Stocks and to an extent Mining incomes etc. The
Government has imposed compulsory use of Permanent Account Number(PAN) for the
purchase of gold above Rs.2 lakh form Jan-2016 onwards (Hindustan times, 2015). However,
it is important to note that the total PAN card holders in India in 2015 December was around
24.37 crore (Times of India, 2016a). This number some news reports indicate had been 17
crore until 2014. Out of which only 3.5crore are actually filing returns. The major concern is
that there are large numbers of gold buyers who might not yet have a PAN but well might
afford to buy gold. The real estate sector is mainly taxed by property taxes, registration taxes
during purchase/selling of assets. The powers on this domain remain with state governments
and the guideline values prescribed in all of the states for assets are way below the prevailing
market values. This provides another easy avenue for thriving informal economy. There
hasn’t been any announcement on the curbing of this sector except now allowing the FDI in

real-estate constructions.
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On the issue of tax avoidance, according to report on illicit financial flows (IFF) by Global
Financial Integrity (GFI), $510billion of black money flowed out of India from 2004 to 2013.
The trade misinvoicing (of goods) accounted for 83.4 per cent of the $510 billion of IFFs
from India, Kavita Rao of NIPFP (2012) suggests that the transfer pricing occurs in a large
scale domestically with the firms shifting profits to jurisdictions where they are given tax

holidays/incentives.

India spent 0.55% of revenues collected on its tax administration expenditures and only 7.0%
of all its expenditures on Information technology related services. This is very low compared
to other well developed tax regimes in Asia like Singapore, China, Japan, Australia, Malaysia
etc. (Araki and Claus, 2014). As of 31.12.2014 there are 100567 cases of income tax disputes
pending in appellate tribunals (Law Ministry,2016) and the uncollected taxes up to 2014-15
period is about 8.9 lakh crore rupees (The Hindu, 2016a). The above numbers clearly

illustrate the inefficiency in the tax system.

2.1.5 Environment Externalities

Carbon tax is ‘an explicit carbon pricing linked to the level of carbon dioxide emissions’
(World Bank, 2016a). There is no Indian carbon tax on fossil fuels directly linked to their
carbon emissions (Ramesh, 2015). India has a ‘de facto’ carbon tax i.e it has increased the
existing cess on coal from 100 per ton to 200 per ton. Economic survey of 2014-15 has
argued for further increase in cess on coal. It calculates that 5-fold increase in cess would
result in reduction of 214 million tons of CO, (11% of total annual emissions) and meet out

the health costs arising out of harmful emissions. The International fall in oil prices has
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enabled the Indian government to retract the subsidies and increase the existing components

and still maintain a lower retail price than the previous peak rates.

The current prices seem to suggest that there are no incentives to reduce the use of fuels as
they are cheaper than couple of years ago. Particularly, diesel prices are cheaper than petrol
due to tax differences. There is no Indian carbon tax on fossil fuels directly linked to their
carbon emissions (Ramesh, 2015). Clarke (2014) notes that kerosene, another source of
pollution has been subsidized in India through PDS forms a major chunk of the fuel

subsidies.

Environment/Green tax — another instrument widely cited is absent in India. However, some
states have additional taxes on the sale of vehicles in the rage of 500-3000 INR on an ad-hoc
basis. There is no clear data on this in terms of collection or intended use. A number of
scholars are arguing for incorporating an ‘environmental tax component’ in the proposed

GST (Chaturvedi and Saluja, 2014; Srivastava and Rao, 2010).

2.1.6 Imbalance in tax raising and spending domains

The federal nature of the Indian constitutional setup entails greater powers for the centre in
raising taxes. Though there are separate taxing powers to states, Central government
effectively controls state’s economic decisions and has a ‘vertical fiscal imbalance’ (Rao and
Singh, 1998). On the other hand, the states are bestowed with huge developmental
expenditure responsibilities (Bajpai and Sachs, 1999), there exists an imbalance in tax raising
and spending domains — ‘vertical fiscal imbalance’. During 1980-2010 the average revenues
of the states as a percentage of the total revenue of centre and state combined is about

17



45.47%. Average revenue expenditure of the states in the same period is 55.60% of the

combined expenditures of central and state governments (Mahamallik et al, 2014).

Having discussed the major problems in the Indian tax system, the next section will discuss

the modalities of Goods and service tax and the arguments around it.

3.Goods and Service tax:

According to the Government of India (2016b), the GST is a tax applicable on all the goods
and services with comprehensive and continuous chain of set-off benefits. This chain begins
from the producer's point and service provider's point upto the final retailer's selling stage.
GST is levied only at the value added at each stages of production and the input taxes paid at
each stage is set-off using a tax credit mechanism. This is applicable to all goods and services

barring those on exempted list of the government(ibid).

3.1Government claimed advantages

“GST has been supported by most political parties and I am sure others will also see reason
and this law will become a reality very soon” asserted Finance Minister Arun Jaitley while
inaugurating an Investment summit at New Delhi (The Indian express, 2016). The
government also posits that the GST would usher in transparency and widening of tax base in
the country. The ‘cascading taxes’ discussed in previous section is another major problem

envisaged to be treated with GST. Apart from that, the GST is supposed to provide incentives
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to agriculture, trade, manufacturing industries, exporters, small traders and entrepreneurs by
reducing their tax burden and subsequently increasing their competitiveness. Furthermore,
the GDP is predicted to grow by 2-2.5% in the GST regime bringing in more investment and

jobs (Government of India, 2016Db).

3.2 The Bill’s current status

The Constitution (122" Amendment) Bill (GST bill), 2014 was passed in Loksabha in 2015.
However, sine then it has been stalled without success to be passed in Rajyasabha. A dual
GST in the form of CGST(Central) and SGST(State) keeping in mid the constitutional
requirement of fiscal federalism has been formulated. Alcohol and petroleum have been
exempted from the bill apart from the state specific ‘exempted’ lists, which continues to give
states a discretion in determining zero rated goods of local importance. A GST council is to
be set up at centre with central and state Finance ministers with the former as chairman. The
decisions regarding the administration and disputes are to be taken by 3/4% majority of votes
in the council (Mukherjee, 2015). It is important to note that the centre would possess 1/3" of
votes and the states would be given remaining 2/3™. Essentially, the central government will

have a veto over any decision of the council.

3.3 Importance of the Research

The GST bill requires a constitutional amendment in the Parliament and ratification in half of
the state legislatures of India to become law (The Times of India, 2015). It is widely
perceived as a major reform attempted in tax administration since independence. The existing

studies of Indian GST have been mostly done by the Central Government institutions (Rao &
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Sen, 2011; Rao & Chakraborty, 2010; Chakraborty & Manay, 2011; Mukherjee & Rao,
2014). Complementing the government studies, a number of private business advocacy
groups have published reports vouching for GST reform. A paucity of counter arguments is
observed on GST. Therefore, the question of objectivity arises in order to make a judgment
on what this implies? Higher stakes are involved in the socio-economic and political domains
which entail long-term considerations. Whilst, some opinion editorials make claims against
the government rhetoric, no previous study has investigated if the proposed bill would
address the existing problems in tax administration and the effect it will have on incomes.
Casual factors quoted as the benefits of the bill remain speculative. Understanding the
impacts of the bill will help influence public policy. Furthermore, the study provides an

exciting opportunity to advance our knowledge of the Indian tax structure.

4.Methodology

Mixed methods are most useful when focus on one particular data may not be sufficient
enough to explain the results and where an exploratory finding requires generalization
(Creswell and Plano Clark, 2011:8). In such cases a second method is needed to enhance and
strengthen the primary method and overarching research question can be addressed through
multiple phases (ibid). Hence a mixed methods approach is utilized, integrating quantitative
analysis, comparative assessment and case study with the use of appropriate literature

concerned with each of the topics studied.

The first phase in this research is to evaluate by case study approach to determine the

effectiveness of GST in solving the fundamental problems of Indian tax. The fundamental
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problems of Indian tax system explored in section (2.1) are analyzed against the proposed
GST system as a case study to critically evaluate its effectiveness in solving them. In the next
part of the section, the existing studies linking the two consumption taxes and problems
mentioned are utilized to help develop insights in the Indian context. This comparative
assessment and the case study method will aid in enhancing our analysis and deriving the

conclusions.

The comparative assessment draws on the studies from the countries where shifts to
consumption taxes were observed and also those countries where the subnational
governments have greater autonomy in fiscal decisions. This way of comparative method to
study the similarities and differences stems from Ragin’s (1994) view that the reliance on
qualitative only would narrow the focus to commonalities. Likewise, quantitative approaches
emphasize the covariation of one variable with another. Therefore, a comparative method to
assess the claims of the government (about GST) in relation to the wider studies is employed

to trace the convergence/divergence between claims and literature.

The next phase would quantify the effects of GST based on the household expenditure data
(2011) of the 68" National sample survey (NSS) to measure the tax burden on expenditures
across different groups. The NSS data are the most reliable data on household consumption
that is available in the public domain which is widely used by various scholars in their studies
due to its reliability. Two NSS reports are utilized in this study that estimates the household
consumption in India (NSS, 2014a,b). Particularly, the data which employs a Modified
Mixed Reference Period (MMRP) method to calculate are taken for this analysis due to its

greater reliability on the recall periods of all the items consumed. Richardson’s (1999) model
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to measure the impact of GST on monthly household consumer expenditure is adopted.
Though, the study is made for Australian GST, I find data used and methodology of this
analysis applicable to certain extent in Indian context. Furthermore, owing to the limitations
of using any complicated econometric analysis, such a model seems reasonable in this study.
This analysis is done for the data on Tamil Nadu state. As the exemption lists vary across
states and due to practical constraints, this study would focus on one state — Tamilnadu, using
household expenditure data. The distributional impact of GST is investigated under the
scenario where food, alcohol, petroleum and other state specific exemptions applied. As there
is no consensus reached till date on the specifics of the exempted list on the GST, these three
categories are utilized which are widely perceived to be exempted (The Hindu, 2015a). The
first step in the quantitative analysis is to calculate the tax rates paid by consumers for
various food and non-food items. By applying Tamil Nadu’s VAT rate (Commercial Taxes
Department-Tamil Nadu, 2015) to the individual items in the NSS (2014a), average tax rates
for different sub groups of items are estimated. Similarly, the GST rates are also calculated
by the same method by applying to individual items and estimating their rates for different
sub groups. GST tax rates were taken from the recent recommended rates of Chief Economic
Adviser to the government (Subramanian, 2015). The next step in the analysis was to apply
the average tax rates to the monthly per capita expenditure of different fractile classes of
Tamilnadu given in the NSS (2014b). A word of caution is necessitated here, as the above
qualitative method would only give a crude estimate of the tax incidence for two reasons.
One, there exists no evidence that the consumer has paid any tax at all for their purchase.
Two, the consumption pattern may vary significantly across different classes. Moreover, the
above methodology is warranted from the fact that the disaggregated data for pattern of

consumption across different fractile classes is not available for any state. Therefore, by
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calculating the approximate tax incidence from the average per capita expenditure and

applying it to the different fractile classes seemed a reasonable way forward.

S5.Empirical Analysis

This section of the paper deals with addressing the two research questions formulated above.

5.1 Can GST solve the fundamental problems of Indian tax system?

In this part, the GST’s effectiveness in India is interrogated by employing the methodology
outlined in section (4). Specifically, I will incorporate the problems of low revenue, equity
and transaction costs in the first part as a case study. The following comparative assessment
helps to address the problems of black economy, environment externalities and fiscal
federalism. The last part of this section quantitatively measure the GST’s incidence across

income groups to determine its impact on household consumer expenditures.

5.2 Case Study

5.2.1 GST - low revenues and equity

The dominant claim for the introduction of GST is the potential increase in revenues and
growth of GDP. There are different estimates for the GDP growth. I use the estimate of
Chaddha (2010) who predicts a 1.7% additional gain in GDP. As pointed out in the section

2.1.1, the revenue —GDP ratio has been consistently low in India which has been a major
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impetus behind the introduction of GST. Consumption taxes have significantly raised the tax
revenues in the pre-VAT and post-VAT period (Dasgupta, 2011). However, at the same time,
the contribution of direct taxes to the total share is negligible compared to other similar

developing economies.

The emphasis on GST obscures another important source of revenue in India, the direct taxes
comprising personal incomes. The share of agriculture to GDP currently stands at 17.8 %
(World Bank, 2016b). The recent data released by the income-tax(IT) department for the year
2011 shows that the declared agricultural incomes of IT assesses stood at Rs.2000 Lakh
crores (The Hindu, 2016b). The GDP estimate at 201 1-constant prices for the year 2014-15 is
a mere Rs.106.44 Lakh crores (The Indian Express, 2015b). Plainly, the agricultural incomes
that are legitimately filed are approximately 20 times India’s GDP. Supporting this view,
Purohit and Purohit (2014:159) maintains that the current tax structure in India is insufficient
in the agriculture sector which affects the efficiency and equity of the system. Presently only

5 states levy tax on agriculture that too only on plantation crops.

Chaddha (2010) calculates the potential tax gains from introduction of GST at Rs.83999
crores (based on 2008-09 indices). Assuming that this additional revenue is realized in the
post-GST scenario, even then the estimated raises in revenues are not enough to meet out the
revenue and fiscal deficits of both central and state governments (See section 2.1.1). A mere
10% tax on those ‘declared’ agricultural incomes would yield 200 lakh crores
(Approximately 20 times the revenue gains from GST). Hence, problems of low revenue may
not be addressed adequately until the direct tax system is reformed. The GST perhaps may

give some short term relief with other unintended consequences.
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As seen in section 2.1.3, the tax system in India is already regressive, with more revenues
from direct taxes than the indirect taxes. On addressing the issue of low tax revenues, though
GST may increase the public resources, to a great extent influences the tax incidence across
income groups due to the consumption taxation it levies. The GST is seen as a successor to
the current VAT system in India (Nayar, 2014:138). The revenue neutral rates proposed is in
the range of 16.9 -18.9 % which is yet to be decided by the government (Subramaniam,
2015:53). Whatever, the rate is chosen in this range, it is still higher than the current VAT
rate in the range of 12.5-15.5% (Rao and Rao, 2005). A large body of literature treats the
VAT system as more regressive in relation to the direct taxes. However, at the same time,
they posit that the exemptions for basic goods make it more progressive. (Gemmell and
Morrissey, 2005; Rafeqat, 2003; Bourguignon and Silva, 2003). Though there are exemptions
envisaged for basic goods under the new GST system, the present VAT system has about 390
items in both central and state lists (The Hindu, 2015b). These exemptions primarily are
accorded to the basic goods and goods of local importance. The proposed reduction of this

list from 390 to under 100 items would result in price rise of previously exempted goods.

The tax rate rise and pruning of exemption lists in the GST system indicates that any
progressiveness in GST’s incidence may be largely limited. Attributing to it further is the
recent budget (2015-16) announcements on increasing the indirect tax revenues that imposes
an additional burden of Rs.20000 crore on the consumers in general (The Indian express,
2015¢). Perhaps, it would be right to posit that the new system could be more regressive than

the existing structure.
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5.2.2 GST and transaction costs

Another predominant reason often attributed to the existing malaise in tax system is the
‘transaction’ costs shown in section (2.1.2). The draft bill (clause 18) of GST discusses about
the levy of taxes in addition to the GST on all the goods and services for interstate trade at the
rate of 1%. If the rationale for GST was to reduce the issue of cascading taxes as discussed in
section (2.1.2), then this additional levy seems contradicting. Arguing on the same lines,
Bhaskar and Nath (2015) observe that the levy of these ‘origin’ based taxes runs precisely
contrary to the very fundamental framework of GST which focusses on the ‘destination’
based taxes on consumption. Moreover, they are of the view that such flaws in the design of
the bill will result in flow of cheaper products from neighboring countries with whom India

has signed ‘Free Trade Agreements’ into the border states.

The GST’s sole focus on reducing the ‘transaction’ costs crowds out other important
problems associated with it. For example, Kumar (2002) argues that the corrupt practices in
the black economy raises the costs for transactions and indirect taxes. According to him, the
input costs often reflected misses out the bribes and over- invoicing practices that exist
widely in India. Further, the inferior quality of inputs for production too increases the
transaction costs. Cascading effects are then amplified when new indirect taxes are
introduced to compensate for reductions in direct taxes. The tax administrations faced with
challenges such as ‘low tax morale’ (Frey, 2003) cannot be enforced by deterrence alone.
Edling and Nguyen-Thanh, (2006) suggest that the ‘tax culture’ resulting from inadequate
and unwilling enforcements would result in inefficient system. They claim that the cultural
factors such as religion, perception towards state, political participation, values and attitudes

affect the administration to a large extent. Stiglitz and Rosengard (2015) observe that cost of
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running the administration (direct-cost) and the compliance cost for taxpayers (indirect-cost)

as two major costs.

The present GST framework fails to address any of the above and rather conforms to some of
Kumar’s (2002) concerns. Existing corrupt practices of bribery in India implies, the claims of
huge revenues from GST are limited as the tax rates are effectively raised and nowhere any
theory says that a raise in tax rates would raise compliance. Whilst the evasion and avoidance
of taxes originates from the formal sector and creates the informal domains through real
estate, transfer pricing, mis-invoicing etc (Refer section2.1.3), the GST seems to inadequately
address those issues. Firstly, the real-estate sector is left out from its purview. Secondly,
instead of targeting the pilferage of in the economy that originates in the formal domains, the
over emphasis of GST shifts the tax burden largely to the consumers who have a very limited

choice of escaping GST tax net.

5.3 Comparative analysis

Goods and Service tax was introduced in New Zealand with a uniform rate of 10% in 1986
and rose to 12.5% and 15% by 2010 (Evans, 1996; Inland Revenue, 2015). The GST in New
Zealand yielded tax revenue that was 45% higher than the anticipated estimates. Such a high
revenue was realized due to higher rates of compliance and coverage of the tax system
(Poddar & Ahmed, 2009). The tax rates of GST were uniformly levied at the same rate
without any multiple slabs (Evans, 1996) for taxes unlike those proposed in India. No
exemptions were provided and the inflationary effects were contained through other fiscal
instruments such as provision of guaranteed incomes for vulnerable populations. Moreover,

the construction services and real estate industry are covered in New Zealand’s GST system
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(ibid). On the other hand, New Zealand’s income inequality rose sharply in the post-GST
period and remains one of the highest among OECD countries (Ministry of Social
development, 2015). Though the rising incomes of top 10% has been attributed to this, the
influence of GST and other consumption taxes on the poorest households had been
acknowledged too (Barber, 2011). Taken together, these suggest that GST’s prospects

depend on tax compliance rates, inequality, exemptions and fiscal instruments.

5.3.1 GST and black economy

The link between GST and black economy found in the literature show contradicting
outcomes. For instance, Mirus et al (1994) posits that in Canada the underground economy
grew by 15-20 % of GDP after the GST implementations parallel to the increase of tax
revenues. On the same note, Spiro (1993) observes that in Canada when the GST introduction
was articulated, the government argued that broad based consumption taxes may help evade
tax evasion and thereby reduce black economy. He uses the ratio of cash balances to the total
expenditures to substantiate his argument in support of the increase in underground activities
after GST introduction. It is important to note that in country like Canada which has well
developed financial institutions, GST has resulted in a spurt of underground activities. Let’s
take the case of India, where Mazzotta et al (2014:35) point out that only 35% of Indians
formally have bank accounts and the total value of liquid cash in circulation is estimated at
12.04 % of GDP whereas the same value is 3.93% in Brazil, 3.72% in south Africa and

5.32% in Mexico (IMF, 2013 cited in Mazzotta et al (2014:12).

On the other hand, Giles and Johnson (2002) finds that the introduction of GST in New

Zealand had a cyclical effect on the size of black economy. He finds that though there were
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increases in the ‘black’ economic activities post-GST introduction in 1986, Government used
other tools to offset the negative impacts such as reducing the personal income taxes,
corporate income taxes etc. However, he maintains that increasing the consumption taxes led

to the spurt in underground economy particularly among the self-employed.

India has about half of its total workforce classified as ‘self-employed’ (NSS, 2016:5) and
90% of Indians perceived cash to be a ‘powerful’ medium of spending as they are bestowed
with negotiating power during purchase of goods and services Mazzotta et al (2014). In such
a context, taking cues from both Giles’s (1999) and Spira’s (1993) findings, it could be said
that the GST introduction without any changes in employment statistics and percentage of
cash circulation as a percentage of GDP may perhaps add fuel to the already existing

bewildering ‘black’ economy (See section 2.1.4)

If we now turn to UK, the revenues from VAT are lower relative to the personal income taxes
where the receipts from VAT are 22% and all the direct taxes are 56% during 2015-16
(HMRC, 2016). Contrary to widely held belief, Crossley et al (2009) consider the UK’s VAT
system to be ‘mildly progressive’. The reason put forward for such a conclusion stems from
their assumption that the incomes are volatile in a tax payer’s lifetime. They point out that
other fiscal instruments like the borrowing opportunities for those in the ‘low’ income or
‘poorest’ category helps them to be upwardly mobile and their incomes and savings rise. This
concept is termed as ‘consumption smoothing’ (ibid). Furthermore, they claim that the VAT
paid must be examined as a total percentage of household expenditure instead of incomes to
demonstrate the ‘progressiveness’ of VAT. Whereas Tax Research (2010) argues that
approximately 900,000 households had no bank accounts (roughly the poorest quintile) and 5

million households that have accounts without any borrowing facilities. Therefore, the
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‘consumption smoothing’ principle helped by the borrowing opportunities fails to hold true

(ibid).

In the case of India, World Bank (2014) statistics show that only 52% of the adults had a
bank account, only 46.3% borrowed any money and only 6.4 % borrowed from a financial
institution. Moreover, the popular financial inclusion scheme of present government, ‘Jan
Dhan Yojana’ had claimed to have opened 220 million bank accounts. The number of
accounts is contested on charges of duplication and the current dormancy rates stands at
about 30% of these newly opened accounts (Srivas, 2016). With such abysmal level of formal
financial inclusion, it is rather unfair to expect any reasonable borrowing opportunity to
offset the inflationary effects of Indian GST. Hence, it could be conceivably said that the

concept of ‘consumption smoothing’ falls more flat in Indian context than UK.

5.3.2 GST and environment externalities

As far as environmental taxes on reduction of carbon emissions are concerned, India is yet to
evolve a tax for that purpose (See section 2.1.5). Whereas, the developed economies have
incorporated energy and carbon based tax instruments to reduce the environmental impacts.
According to Green Fiscal Commission (2009) Scandinavian countries introduced the
explicit taxes on emissions in the 1990’s followed by Germany and UK. The empirical
analysis proves that the introduction of environmental taxes for activities involving energy
and CO», a significant fall in Greenhouse gas emissions was observed in all the countries that
levied those taxes. Beyond the conventional taxes on energy/CO,, these countries have
moved towards taxing wastes, transport and water related sources to reduce the overall

impact of resource use on the environment.
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The proposed GST model in India not only misses out the environmental tax element but also
inherently detrimental to the environmental concerns. Srivastava and Kumar (2014:97) argue
that the input tax credit mechanism may further increase the use of polluting input sources as
the GST system offers a rebate on input taxes. Furthermore, as the system is designed to shift
the revenues from an origin based principle to a destination based one, the producing states
revenues from sales tax are reduced. This system of input taxes incentivizes the use of
polluting resources and the change in tax principle limits the ability of producing states to

achieve desired environmental objectives (ibid).

5.3.3 GST and Fiscal federalism

This part of the study will examine the issues around the implementation of GST and its
impact on fiscal federalism of India by outlining the theory on fiscal federalism, the problems
in Indian context, government’s own contradicting views, lessons drawn from other

jurisdictions and finally the trade-offs between tax rates and harmonization.

The standard fiscal federalism model advocated by Oates (1999) is based on the lower levels
of government relying on economic units that are mobile. Any redistributive taxes must be
imposed by central government and if the local government levy any such taxes, it must be
imposed on units that are immobile across jurisdictions. Due to inadequacies caused by
evolving political and social factors, the ‘second generation’ fiscal federalism emerged that
places a strong argument for tax autonomy at the local and regional level (Bird, 2010). The

literature stresses the use of subnational income taxes such as those in US for better
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accountability. However, the enforcement efficiency limits the potential for it and
consumption taxes like VAT serves an ‘additional substitute’. The control and responsibility
of revenue sources must be attributed to the the federal units that have spending obligations
(ibid). The fiscal imbalances arising from the expenditure commitments and shortfalls in the
own source of revenues under their control are defined as the ‘vertical fiscal imbalances’
(Bird, 2003). Similarly, the disparities among the sub national state’s resources are called the
‘horizontal fiscal imbalance’ (ibid). There are arguments present for and against
decentralization of financial powers in the scholarship. Acknowledging the numerous models
of federalism and autonomy in literature, I take Wyplosz’s (2015) proposition that ‘there are

no simple, off-the-shelf, prescriptions coming from an already ambiguous literature’.

Presently, Indian states are constitutionally bestowed with the powers to tax goods in their
jurisdictions at rates deemed suitable for their expenditure obligations and local socio-
economic conditions (Nayar, 2014:120). According to Reserve Bank of India (2016:18), the
revenue receipts from sales taxes in the state budgets currently stands at approximately 46%
of their total revenue receipts. It is reasonable to say that the states revenues are most
dependent on sales taxes than any other source. The GST system squarely alters this
fundamental revenue raising capacity in favour of a centralised GST council where the
uniform rates of taxes are set. Thought the states have a seat at the council, the central
government can effectively veto any decision that it may differ with. The GST council
arrangement more than any of its other tenets of this system goes against what Bird (2010)
argued for in terms of autonomy in taxation. This council and the imposition of uniform rates
takes away not only the independence for setting tax rates locally but also presents enormous
potential for increasing the already enormous vertical fiscal imbalance of the states as

mentioned in section (2.1.6).
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The Finance Commissions(FC) set up every five years to recommend tax devolutions
between the states took note of the burgeoning vertical fiscal imbalances between the centre
and states. Particularly, the 11" Finance Commission recommended some important
institutional reforms keeping in mind the budgetary deficits of both centre and states and the
piling public debts. The most important of it all was the reassignment of tax powers to the
tiers of government where spending occurs (Finance Commission, 2000: 34). What it meant
was that the over centralized tax powers of the central government needed to be restored back
to the state and local body levels of government which were more responsible for the public
expenditure. The report also observes that such a change would reduce the fiscal instability
and dependence of states on the centre for fiscal reasons. The more recent 14" finance
commission has recommended an increase of share of states in the net revenue of the union
from 32% to 42% (Finance Commission, 2015:243). Although following the 14™ FC’s
recommendations the aggregate transfers from the central government to states as percentage
of GDP had increased, the grants as a percentage of GDP had actually declined (Chakraborty
and Gupta, 2016). The main difference between the grants and tax transfers could be said as
tax transfers are those comprising states legitimate share that are actually accrued in the states
and the grants are provided in two ways- untied and tied with centrally sponsored schemes.
The recent increases have been added to the account of centrally sponsored schemes which
negates any autonomous spending and the central government has increasingly started to rely
on levying surcharges and cesses which are not required to be shared with the states (ibid).
The most recent example is the hike in service tax to 15% from 14.5% by adding the ‘Krish

Kalyan Cess’ (The Hindu, 2016c¢)
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Conspicuously, the 14™ FC is silent on the issue of vertical fiscal imbalances and
reassignment of tax powers. However, it ‘takes note’ of these observations put forward by
state governments and envisages to reduce the imbalance through higher devolution. Besides,
the commission proposed to mitigate the potential loss of revenue to states due to GST by
suggesting a compensation of revenues for the states up to a period of five years (Finance
Commission, 2014: 171). The 14™ FC not only contradicts its own predecessor, the e
finance commission on the issue of reassignment of tax powers but also lacks any real

substance that supports the concept of true ‘fiscal federalism’.

Some other countries like Brazil and Canada too have grappled with the similar issues
currently debated around GST in India. Brazil’s tax system has been the most federal in is
design among the non-OECD countries (Rodden et al, 2003: 217). Its tax system had resulted
in the sub national units spending a greater proportion of their expenditures through
autonomous taxation. The crux of its design is that states and federal governments have their
own VAT taxes. Beyond that, the states are also permitted to levy additional taxes up to 5
percent on the bases of federal government taxes like income and corporate taxes. However,
the system isn’t fully efficient and has problems around the taxation of inter-state trade and
‘exportation of tax burden’ by the richer states etc (ibid). Bird and Gendron (1998), however
maintain that it is possible to have a dual VAT type tax in a federation even when there exists
the problems of inter-state trade and tax credit transfers etc. They posit that a ‘clearing house’

mechanism could help overcome those technical issues and reduce the cascading effects.

The Canadian system on the other hand has achieved relative success in both implementing a
harmonized system coupled with the independence of states to choose their tax rates (Bird

and Tassonyi, 2003: 85). Essentially, there exists a dual VAT similar to Brazil. However,
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Canada is unique due to its accommodation of more than one VAT framework. One of its
provinces Quebec, has its own sales tax, the Quebec sales tax (QST). Similarly, Ontario too
has its own tax rate beyond the VAT levies. The second system of VAT in Canada is the
harmonized sales tax (HST) which is present in three provinces. HST rate is about 15%
shared between federal and province at the rate of 7% and 8% (ibid). In some ways, this HST
is similar to proposed Indian GST. The most important aspect to be derived from Canadian
system is that despite having such diverse and complicated tax arrangements in the country, it
still operates a well-functioning input tax credit mechanism and maintains the fiscal

federalism.

Having discussed the GST comparatively, the next section will quantitatively measure the

potential impact on the household consumer expenditures in the post-GST scenario.

5.4. What are the potential impact of GST on ‘consumer expenditures’?

Firstly, an overview of literature concerning the tax incidence and fairness of tax systems is
given below. Subsequently a quantitative analysis is done to evaluate the GST’s incidence

effect on consumers across different income groups.

5.4.1. GST’s incidence

Connolly and Munro (1999:186), define the tax incidence simplistically by posing the
question ‘on whom does the tax burden fall?” They note that it depends on the demand

elasticity of goods whereby those having elastic demands would result in tax burden falling
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on both consumer and producer. The inelastic goods impose the burden entirely on the
consumer. The above two conditions are based on the assumption that the tax is levied on the
consumers. The other influencers of tax incidence mentioned are whether the tax is specific
or advalorem and its peculation in imperfectly competitive markets. Atkinson and Stiglitz
(1976) maintain that the focus of tax incidence must be on the consumers rather than
producers. Tax rates also influence the redistribution efforts apart from progressivity as is
widely perceived (Kakwani, 1977). A major critique of the existing research is that they
either focus excessively on either ‘uses’ (how people spend their incomes) or the ‘sources’
(how it affects supplier’s choice of labor and capital). For a comprehensive analysis, all the
effects on relative prices and their burden must be incorporated. Moreover, in assessing the
distributional effects of taxes the nature of revenue spending needs to be accounted for
(Fullerton and Metcalf, 2002). I recognize that accounting of revenues is problematic as the
pilferages remain invisible and in practice the numbers might not indicate a reliable measure
of the effects of spending. Therefore, ‘tax burden’ by the rates paid by different income

groups are quantitatively estimated below.

Fairness is concerned with the horizontal (Equal treatment for equals) and vertical equities
(appropriate differentiation among equals) of a system (Stitglitz and Rosengard, 2015). The
emphasis on horizontal equity must recognize that individual tastes vary and in practice it is
extremely difficult to balance it with the utilitarian objective of tax (Atkinson and Stitglitz,
1976). Further, they favor a system which comprises different taxes that interact with each
against a ‘piecemeal’ approach to tax system. Elkins (2006) dismisses the horizontal equity
as ‘unjustifiable’ tax theory on the basis of examination of its ‘equalness’. He claims that
attempting to bring both horizontal and vertical equities in a system are contradicting and

incompatible. If tax structure envisages to redistribute economic resources the vertical equity
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is pertinent. The debate on the vertical equity concerning whether to tax the annual incomes
or expenditure or lifetime incomes as bases for calculation is observed among economists
(Pechman, 1985; Warren, 1980; Caspersen and Metcalf, 1994). Taken together, vertical

equity is more relevant in analyzing the GST.

For quantifying the tax incidence and burden on consumers, monthly per capita expenditure
of different fractile classes were analyzed from the NSS reports. These expenditures comprise
items broadly classified into two groups namely food and non-food for which the average tax
incidence was calculated and applied across all income groups. The detailed versions of

calculations are given in the appendix.

Table 3 GST incidence across different income groups

URBAN

FRACTILE CLASS pPs P10 P20 P30 P40 P50 P60 P70 P80 P90 P95 P100
MPCE 832.36 | 1050.61 | 1241.7 | 1485.36 | 1736.78 | 1957.48 | 2220.92 | 2600.74 | 3078.22 3865.13 5224.12 8959.54
VAT 45.35 56.21 70.33 87.81 100.63 114.93 128.62 163.28 192.81 253.86 355.2 666.44
GST 71.09 88.61 108.99 | 135.44 156.62 179.26 200.59 250.65 297.1 389.53 544.69 1012.12
VAT% MPCE 5.45 5.35 5.66 591 5.79 5.87 5.79 6.28 6.26 6.57 6.8 7.44
GST%MPCE 8.54 8.43 8.78 9.12 9.02 9.16 9.03 9.64 9.65 10.08 10.43 11.3
Additional tax burden 3.09 3.08 311 3.21 3.22 3.29 3.24 3.36 3.39 3.51 3.63 3.86
RURAL

MPCE 587.2 766.32 915.09 | 1086.57 | 1240.86 | 1380.24 | 1522.35 | 1711.4 1971.83 24449 3170.09 4786.34
VAT 30.44 43.97 48.78 59.23 67.75 76.32 89.19 103.49 128.3 150.62 203.43 293.06
GST 47.55 67.2 75.99 92.18 104.84 118.7 135.09 154.22 187.87 226.05 308.35 456.27
VAT%MPCE 5.18 5.74 533 5.45 5.46 5.53 5.86 6.05 6.51 6.16 6.42 6.12
GST% MPCE 8.1 8.77 8.3 8.48 8.45 8.6 8.87 9.01 9.53 9.25 9.73 9.53
Additional tax burden % 291 3.03 2.97 3.03 2.99 3.07 3.01 2.96 3.02 3.09 3.31 3.41
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From the above table, two things are clear. Firstly, there is a tax burden on the consumers in
the envisaged GST regime that defies the claims of the government and businesses. Secondly,
the progressiveness of the tax burden is observed across both rural and urban consumers.
Surprisingly, unlike Richardson’s (1999) results which demonstrated the regressiveness of
GST in Australia, our analysis portrays an opposite picture. One possible reason which
explains the progressive incidence of GST in Tamil Nadu could be that it is one of the states
that have a well-functioning public distribution (PDS) system. For instance, in the rural
sector, 89% of households in Tamil Nadu purchased their rice from the PDS shops and in the
urban areas the figure stands at 67%. The same for All India average is 45.9% and 23.3%
(NSS, 2015). A similar pattern is also observed for other food items such as wheat, sugar and
fuels like kerosene etc. This implies that the majority of the taxes from consumption of food
items are reduced due to the greater reliance of households on the PDS, where they are sold

tax free.

As mentioned in the section (2.1.3), the tax system in India is already regressive and the
proposed GST’s impact certainly adds further indirect-tax burdens across all income groups.
Mukherjee (2015) acknowledges that the GST will result in immediate impact on the prices
and consequent changes in consumer behavior, he is optimistic that the in the long run the
inflationary effects will subdue to the removal of cascading effects of the existing tax system.
He also observes that unless there exists a commodity-wise research on the impact of tax
rates under GST, it is difficult to generalize the tax rates on all food and non-food items. On
the same line, Subramanian (2015) argues that the GST is ‘intrinsically regressive’ and the

development of social safety nets would make it progressive.
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I agree partially to his claim that a well-developed social safety system such as in Tamilnadu
demonstrates to us that the consumption taxes could be progressive. However, such rhetoric’s
hides the additional tax burden that could fall on the consumers despite being progressive.
From the NSS, (2015) it is clear that there exists huge inter-state variations among the states
in their PDS systems reflected in the pattern of consumption by households. Therefore, the
generalization of GST as a ‘progressive tax’ by taking into account the social safety net in

India is flawed.

6.Conclusion

The tax efforts which explicitly inform the citizenry about the burden of payments clearly are
defined as ‘transparent taxes’ (Stiglitz and Rosengard, 2015:521). To overcome the problems
of public resentment and political opposition when ambiguous reforms are introduced, the
policy discourse deploys a constructivist approach for legitimization (Eccleston, 2007:30).
Since, GST 1is a broad based consumption tax, it fits into the ‘unconscious tax’ notion for

indirect taxes (Bittker, 1987).

From the above analysis, six major elements stand out. Firstly, the proposed Indian GST
system has no explicit fiscal policy instruments linked to social welfare as seen in countries
like New Zealand to dampen the inflationary effects and safeguard poor households. The
only safety net is the provision of an ‘exemption list’ that too with reduced number of items

form the existing exempted list. Multiple rates make the revenue gains uncertain.
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Secondly, with respect to the tax evasion arising due to GST type consumption taxes, Jha
(2011:180) reminds us that with the presence of a large informal sector, raising revenues
through consumption taxes for social welfare is ambiguous. Therefore, the GST may not
disincentivze transactions in underground economy as claimed by the government instead

encourage it more as observed in Canada.

The Indian system neither has a properly compliant income tax system nor a comprehensive
social safety net to prevent vulnerable income groups from the adverse effects of a broad
based consumption tax. Mirrlees and Adam (2011:149) notes that an ideal VAT/GST system
must have the appropriate income tax and benefit frameworks to effectively achieve the

redistributive goals.

Fourth, the present GST bill by ignoring the environmental aspect it certainly presents a large
potential for environmental degradation by freeing more capital for businesses which could

be detrimental.

The research also demonstrates that concept of ‘fiscal federalism’ seems to be very dynamic
in the case of India. The central government when faced with mounting debts turns the ‘fiscal
federalism’ concept in favor states by asking them to shoulder greater share of debts and
assigning greater taxation powers. However, with the prospect of GST increasing tax
revenues (claimed so), the federalism adorns the prefix of ‘cooperative’ federalism frequently
(Finance commission, 2014) when the states are expected to be in-line with the central
governments taxation proposals for GST. The central governments ad-hoc levy of various
cesses and surcharges on one hand and vigorous push of GST on the other seems self-

defeating. This stems from the fact that the fundamental rationale of GST is to weed out
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cascading effect of taxes what the cess and surcharges principally intends to do. Rodden
(2002) reminds us that the fiscal performance of sub-national units has been better where
they are provided with greater taxation and borrowing powers. Wherever, the sub national
units increase their reliance of intergovernmental transfers, the fiscal health had actually

declined. The GST has in its heart the latter hypothesis that Rodden (2002) had argued.

Lastly, the results of the quantitative analysis indicate that the impending GST system entails
a significant tax burden for all income groups in the area studied (Tamil Nadu). It is now
possible decisively to suggest that GST will certainly impact the household consumer
expenditures negatively. However, on the question of whether GST is being progressive or
regressive, as mentioned earlier in section (5.2.1) a detailed commodity-wise and perhaps

state wise empirical study too could provide us with more clarity for making judgements.

7.Limitations and future research

Firstly, the lack of detailed household level tax data for India hinders the possibility for a
better analysis of tax incidence. To overcome it, wherever necessary proxy measures were
utilized in this study. When the data becomes available in future, the analysis of tax incidence
on a more disaggregated level is strongly recommended. Particularly commodity wise and
state wise comprehensive studies would be interesting. Secondly, the political uncertainties in
India would mean the GST may be shelved or substantially modified from its current form.
As the law needs to be passed in state legislatures and the recent elections have brought

communists to power in Kerala, the opposition to GST might get stronger. Thirdly, the
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diversity of Indian states renders any generalization attempts questionable. The existing
studies around GST are largely based on developed economies like EU, Canada, United
States and Australia. To what extent they can be applied to Indian context is somewhat again
contestable given the uniqueness of the country. Lastly, owing to word limit and practical
constraints any potential empirical extensions were avoided in this study. Such sophisticated

economic models could possibly give a more empirically grounded results.

Notwithstanding the above limitations, I believe this research had shed some new light on the

much debated Goods and Service tax in India that remains ‘under-researched’.
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Appendix

1. Average Rural Food MPCE

item item description Value VAT Rate GST rate
code Spent

(INR)/30

days
€Y (2)
101 rice—P.D.S. 39.00 0 0
102 rice — other sources 96.50 0 0
103 chira 0.06 0 0
104 khoi, lawa 0.00 0 0
105 muri 0.39 0 0
106 other rice products 0.59 5 12
107 wheat/atta — P.D.S. 3.54 0 0
108 wheat/atta — other sources 2.59 0 0
110 maida 1.37 5 12
111 suji, rawa 3.36 5 12
112 sewai, noodles 0.85 0 0
113 bread: bakery 0.64 0 0
114 other wheat products 0.19 5 12
115 jowar & its products 0.12 5 12
116 bajra & its products 0.20 5 12
117 maize & its products 0.02 5 12
118 barley & its products 0.01 5 12
120 small millets & its products 0.01 0
121 ragi & its products 1.81 5 12
122 other cereals 0.06 5 12
129 cereal: sub-total 151.33 2.5 6.315789
139 cereal substitutes 0.16 5 12
140 arhar, tur 18.72 5 12
141 gram: split 3.04 5 12
142 gram: whole 1.56 5 12
143 moong 4.61 0 0
144 masur 0.12 5 12
145 urd 14.26 5 12
146 peas 0.33 0 0
147 khesari 0.04 0 0
148 other pulses 2.04 5 12
150 gram products 4.42 5 12
151 besan 0.77 0 0
152 other pulse products 0.83 5 12
159 pulses & pulse products: sub-total 50.75 3.4615385 8.307692
160 milk: liquid (litre) 85.80 0 0
161 baby food 1.11 5 12
162 milk: condensed/powder 0.22 5 12
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163 curd 1.00 5 12
164 ghee 0.43 5 12
165 butter 0.03 0 0
166 ice-cream 0.22 14.5 18
167 other milk products 0.32 5 12
169 milk & milk products: sub-total 89.13 4.9375 9.75
170 salt 2.62 0 0
171 sugar — PDS 6.05 5 12
172 sugar — other sources 5.28 5 12
173 gur 1.09 0 0
174 candy, misri 0.06 0 0
175 honey 0.08 5 12
179 salt & sugar: sub-total 15.18 2.5 6
180 vanaspati/ margarine 0.40 5 12
181 mustard oil 0.00 5 12
182 groundnut oil 8.56 5 12
183 coconut oil 0.70 5 12
184 refined oil 22.74 5 12
185 edible oil: others 8.91 5 12
189 edible oil: sub-total 41.31 5 12
190 eggs (no.) 11.42 0 0
191 fish, prawn 23.41 0 0
192 goat meat/mutton 27.36 0 0
193 beef/ buffalo meat 5.40 0 0
194 pork 0.12 0 0
195 chicken 42.18 0 0
196 others: birds, crab, etc. 0.57 0 0
199 egg, fish & meat: sub-total 110.48 0 0
200 potato 8.30 0 0
201 onion 15.13 0 0
202 tomato 14.03 0 0
203 brinjal 6.96 0 0
204 radish 2.19 0 0
205 carrot 5.31 0 0
206 palak/other 6.97 0 0
207 green chillies 3.22 0 0
208 lady's finger 5.31 0 0
210 parwal/patal, kundru 0.31 0 0
211 cauliflower 1.03 0

212 cabbage 4.24 0 0
213 gourd, pumpkin 1.33 0 0
214 peas 0.68 0 0
215 beans, barbati 4.44 0 0
216 lemon (no.) 2.36 0 0
217 other vegetables 12.04 0

219 vegetables: sub-total 93.89 0 0
220 banana (no.) 13.16 0 0
221 jackfruit 0.16 0 0
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222 watermelon 0.19 0 0
223 pineapple (no.) 0.08 0

224 coconut (no.) 14.77 0 0
225 green coconut (no.) 1.48 0 0
226 guava 0.94 0 0
227 singara 0.03 0 0
228 orange, mausami (no.) 1.67 0 0
230 papaya 0.12 0 0
231 mango 3.83 0

232 kharbooza 0.01 0 0
233 pears/nashpati 0.00 0 0
234 berries 0.00 5 12
235 leechi 0.00 5 12
236 apple 8.73 0 0
237 grapes 2.62 0 0
238 other fresh fruits 2.75 0 0
239 fruits, fresh: sub-total 50.54 0.5555556 1.5
240 coconut: copra 0.00 5 12
241 groundnut 2.13 0 0
242 dates 1.75 5 12
243 cashewnut 0.64 5 12
244 walnut 0.05 14.5 18
245 other nuts 0.05 14.5 18
246 raisin, kishmish, monacca 0.20 14.5 18
247 other dry fruits 0.11 14.5 18
249 fruits, dry: sub-total 4.92 9.125 13.5
250 ginger (gm) 2.95 0 0
251 garlic (gm) 7.86 0 0
252 jeera (gm) 6.92 0 0
253 dhania (gm) 7.83 0 0
254 turmeric (gm) 4.96 0 0
255 black pepper (gm) 8.63 0

256 dry chillies (gm) 10.76 0 0
257 tamarind (gm) 13.33 0 0
258 curry powder (gm) 5.23 0 0
260 oilseeds (gm) 3.05 5 12
261 other spices (gm) 7.10 5 12
269 spices: sub-total 78.55 0.9090909 2.4
270 tea: cups (no.) 34.70 5 12
271 tea: leaf (gm) 14.58 5 12
272 coffee: cups (no.) 0.91 5 12
273 coffee: powder (gm) 4.75 5 12
274 mineral water (litre) 0.35 0 0
275 cold beverages (litre) 0.70 14.5 18
276 fruit juice and shake (no.) 0.35 5 12
277 other beverages: cocoa, chocolates, etc. | 2.40 14.5 18
279 beverages: sub-total 58.74 6.75 12
280 cooked meals purchased (no.) 34.89 5 12
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281 cooked meals received free in 3.87 0 0
workplace (no.)
282 cooked meals received as an assistance | 17.32 0 0
(no.)
283 cooked snacks purchased 22.19 0 0
284 other served processed food 1.08 5 12
289 served processed food: sub-total 79.36 2 4.8
290 prepared sweets, cake, pastry 8.49 14.5 18
291 biscuits, chocolates, etc. 18.63 14.5 18
292 papad, bhujia, namkeen 14.57 5 12
293 chips (gm) 2.58 5 12
294 pickles (gm) 1.16 5 12
295 sauce, jam, jelly (gm) 0.08 5 12
296 other packaged food 1.68 5 12
299 packaged processed food: sub-total 47.19 7.7142857 0
777 total: food group 871.55 0
2. Urban Food MPCE
item item description Value VAT Rate GST rate
code Spent
(INR)/30
days
101 Rice- P.D.S 29.89 0 0
102 rice — other sources 115.07 0 0
103 chira 0.21 0 0
104 khoi, lawa 0.01 0 0
105 muri 0.21 0 0
106 other rice products 1.29 5 12
107 wheat/atta — P.D.S. 3.54 0 0
108 wheat/atta — other sources 9.09 0 0
110 maida 1.98 5 12
111 suji, rawa 4.73 5 12
112 sewai, noodles 2.30 0 0
113 bread: bakery 1.51 0 0
114 other wheat products 0.21 5 12
115 jowar & its products 0.01 5 12
116 bajra & its products 0.04 5 12
117 maize & its products 0.01 5 12
118 barley & its products 0.00 5 12
120 small millets & its products 0.01 0
121 ragi & its products 0.90 5 12
122 other cereals 0.64 5 12
129 cereal: sub-total 171.65 2.5 6.315789
139 cereal substitutes 0.24 5 12
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140 arhar, tur 20.10 5 12
141 gram: split 4.64 5 12
142 gram: whole 2.34 5 12
143 moong 6.21 0 0
144 masur 0.23 5 12
145 urd 16.67 5 12
146 peas 0.46 0 0
147 khesari 0.03 0 0
148 other pulses 2.04 5 12
150 gram products 4.49 5 12
151 besan 0.92 0 0
152 other pulse products 1.07 5 12
159 pulses & pulse products: sub-total 59.20 3.461538 8.307692
160 milk: liquid (litre) 134.83 0 0
161 baby food 1.93 5 12
162 milk: condensed/powder 0.63 5 12
163 curd 2.53 5 12
164 ghee 4.70 5 12
165 butter 0.37 0 0
166 ice-cream 1.49 14.5 18
167 other milk products 0.19 5 12
169 milk & milk products: sub-total 146.67 4.9375 9.75
170 salt 2.79 0 0
171 sugar — PDS 5.89 5 12
172 sugar — other sources 7.90 5 12
173 gur 1.16 0 0
174 candy, misri 0.04 0 0
175 honey 0.44 5 12
179 salt & sugar: sub-total 18.22 2.5 6
180 vanaspati/ margarine 0.13 5 12
181 mustard oil 0.04 5 12
182 groundnut oil 3.78 5 12
183 coconut oil 1.55 5 12
184 refined oil 32.81 5 12
185 edible oil: others 11.03 5 12
189 edible oil: sub-total 49.35 5 12
190 eggs (no.) 16.24 0 0
191 fish, prawn 29.05 0 0
192 goat meat/mutton 30.77 0 0
193 beef/ buffalo meat 2.62 0 0
194 pork 0.21 0 0
195 chicken 47.61 0 0
196 others: birds, crab, etc. 0.25 0 0
199 egg, fish & meat: sub-total 126.76 0 0
200 potato 9.69 0 0
201 onion 17.06 0 0
202 tomato 16.20 0 0
203 brinjal 6.71 0 0
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204 radish 2.19 0 0
205 carrot 8.90 0 0
206 palak/other 7.36 0 0
207 green chillies 3.77 0 0
208 lady's finger 6.68 0 0
210 parwal/patal, kundru 0.48 0 0
211 cauliflower 2.03 0

212 cabbage 4.96 0 0
213 gourd, pumpkin 1.17 0 0
214 peas 0.85 0 0
215 beans, barbati 6.79 0 0
216 lemon (no.) 3.40 0 0
217 other vegetables 10.48 0

219 vegetables: sub-total 108.77 0 0
220 banana (no.) 22.27 0 0
221 jackfruit 0.05 0 0
222 watermelon 0.33 0 0
223 pineapple (no.) 0.28 0

224 coconut (no.) 17.36 0 0
225 green coconut (no.) 2.50 0 0
226 guava 1.18 0 0
227 singara 0.00 0 0
228 orange, mausami (no.) 4.47 0 0
230 papaya 0.33 0 0
231 mango 5.56 0

232 kharbooza 0.11 0 0
233 pears/nashpati 0.00 0 0
234 berries 0.00 5 12
235 leechi 0.01 5 12
236 apple 19.15 0 0
237 grapes 5.22 0 0
238 other fresh fruits 2.81 0 0
239 fruits, fresh: sub-total 81.63 0.555556 1.5
240 coconut: copra 0.03 5 12
241 groundnut 1.75 0 0
242 dates 3.32 5 12
243 cashewnut 2.16 5 12
244 walnut 0.26 14.5 18
245 other nuts 0.05 14.5 18
246 raisin, kishmish, monacca 0.38 14.5 18
247 other dry fruits 0.42 14.5 18
249 fruits, dry: sub-total 8.37 9.125 13.5
250 ginger (gm) 3.57 0 0
251 garlic (gm) 8.16 0 0
252 jeera (gm) 7.40 0 0
253 dhania (gm) 8.02 0 0
254 turmeric (gm) 4.96 0 0
255 black pepper (gm) 10.20 0

66




256 dry chillies (gm) 11.19 0 0
257 tamarind (gm) 13.11 0 0
258 curry powder (gm) 5.93 0 0
260 oilseeds (gm) 3.41 5 12
261 other spices (gm) 6.67 5 12
269 spices: sub-total 0.90909 2.4
270 tea: cups (no.) 34.64 5 12
271 tea: leaf (gm) 15.48 5 12
272 coffee: cups (no.) 2.71 5 12
273 coffee: powder (gm) 8.99 5 12
274 mineral water (litre) 2.36 0 0
275 cold beverages (litre) 1.12 14.5 18
276 fruit juice and shake (no.) 1.58 5 12
277 other beverages: cocoa, chocolates, etc. | 6.02 14.5 18
279 beverages: sub-total 72.90 6.75 12
280 cooked meals purchased (no.) 72.84 5 12
281 cooked meals received free in 13.15 0 0
workplace (no.)
282 cooked meals received as an assistance | 11.97 0 0
(no.)
283 cooked snacks purchased 31.42 0 0
284 other served processed food 1.04 5 12
289 served processed food: sub-total 130.41 2 4.8
290 prepared sweets, cake, pastry 11.70 14.5 18
291 biscuits, chocolates, etc. 27.29 14.5 18
292 papad, bhujia, namkeen 14.87 5 12
293 chips (gm) 3.86 5 12
294 pickles (gm) 1.75 5 12
295 sauce, jam, jelly (gm) 0.53 5 12
296 other packaged food 2.56 5 12
299 packaged processed food: sub-total 62.55 7.714286 13.71429
777 total: food group 0
3. Rural Non-Food MPCE
item Value VAT rate GST rate
code Item description Spent
(INR)/30
days
300 pan: leaf (no.) 4.35 30 30
301 pan: finished (no.) 0.33 30 30
302 ingredients for pan (gm) 3.73 5 12
309 pan: sub-total 8.41 21.66667 24
310 bidi (no.) 6.97 14.5 18
311 cigarettes (no.) 5.15 30 30
312 leaf tobacco (gm) 0.87 30 30
313 snuff (gm) 0.11 30 30
314 hookah tobacco (gm) 0.66 30 30
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315 cheroot (no.) 0.04 30 30
316 zarda, kimam, surti (gm) 0.03 30 30
317 other tobacco products 1.75 30 30
319 tobacco: sub-total 15.58 27.78571 28.5
320 ganja (gm) 0.00 0 0
321 toddy (litre) 0.22 0 0
322 country liquor (litre) 2.13 58 58
323 beer (litre) 3.99 58 58
324 foreign/refined liquor or wine (litre) 26.15 58 58
325 other intoxicants 0.51 58 58
329 intoxicants: sub-total 33.01 38.66667 38.66667
330 coke (kg) 0.00 5 12
331 firewood and chips (kg) 42.18 0 0
332 electricity (std. unit) 18.24 10 10
333 dung cake 0.09 0 0
334 kerosene — P.D.S. (litre) 7.42 5 12
335 kerosene — other sources (litre) 2.20 25 25
336 matches (box) 1.33 14.5 18
337 coal (kg) 0.01 5 12
338 L.P.G. (kg) 26.63 5 12
340 charcoal (kg) 0.00 0 0
341 candle (no.) 0.99 0 0
342 gobar gas 0.11 5 12
343 petrol (excl. conveyance) (litre) 0.00 27 27
344 diesel (excl. conveyance) (litre) 0.00 21.43 21.43
345 other fuel 1.31 0 0
349 fuel and light: sub-total 100.52 8.780714 10.762
350 dhoti (no.) 4.51 0 0
351 sari (no.) 17.19 0 0
352 cloth for shirt, pyjama, kurta etc. (m.) 7.92 0 0
353 cloth for trousers, suit, etc. (m.) 4.16 0 0
354 coat, jacket, sweater etc. 0.33 0 0
355 shawl, chaddar (no.) 0.89 0 0
356 school/college uniform: boys 3.70 0 0
357 school/college uniform:girls 0 0
358 kurta-pajama suits: males (no.) 0 0
360 kurta-pajama suits: females (no.) 0 0
361 kurta, kameez (no.) 0 0
362 pajamas, salwar (no.) 0 0
363 shirts, T-shirts (no.) 0 0
364 shorts, trousers, bermudas (no.) 0 0
365 frocks, skirts, etc (no.) 0 0
366 blouse, dupatta, scarf, etc (no.) 0 0
367 lungi (no.) 0 0
368 other casual wear 0 0
370 baniyan, socks, other hosiery (no.) 0 0
371 gamchha, towel, handkerchief (no.) 0 0
372 infant clothing 0 0
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373 headwear, belts, ties (no.) 5 12
374 knitting wool (gm) 5 12
375 clothing, first-hand: other 0 0
376 clothing, second-hand 0 0
379 clothing: sub-total 0.416667 0.96
380 bed sheet, bed cover (no.) 5 12
381 rug, blanket (no.) 5 12
382 pillow, quilt, mattress (no.) 5 12
383 cloth for upholstery, etc (m.) 5 12
384 mosquito net (no.) 5 12
385 bedding: others 5 12
389 bedding, etc.: sub-total 5 12
390 leather boots, shoes (pair) 5 12
391 leather sandals, chappals, etc. (pair) 5 12
392 other leather footwear (pair) 5 12
393 rubber/ PVC footwear (pair) 5 12
394 other footwear (pair) 5 12
395 footwear, second-hand 0 0
399 footwear: sub-total 4.166667 10
400 books, journals, first hand 0 0
401 books, journals, etc., second hand 0 0
402 newspapers, periodicals 5 12
403 library charges 0 0
404 stationery, photocopying charge 5 12
405 tuition and other fees (school, college,

etc.)
406 private tutor/ coaching
407 educational CD 5 12
408 other educational expenses
409 education: sub-total 2.5 6
410 medicine 5 12
411 X-ray, ECG, pathological test, etc. 0 0
412 doctor's/surgeon's fee 0 0
413 hospital & nursing home charges 0 0
414 other medical expenses 0 0
419 medical, institutional: sub-total 1 2.4
420 medicine 5 12
421 X-ray, ECG, pathological test, etc. 0 0
422 doctor’s/ surgeon’s fee 0 0
423 family planning devices 0 0
424 other medical expenses 0 0
429 medical, non-institutional: sub-total 1 2.4
430 cinema, theatre 12.24 18
431 mela, fair, picnic 12.24 18
432 sports goods, toys, etc. 5 12
433 club fees 12.24 18
434 goods for recreation and hobbies 5 12
435 photography 14.5 18
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436 VCD/ DVD hire (including instrument) 12.24 18
437 cable TV 12.24 18
438 other entertainment 12.24 18
439 entertainment: sub-total 10.88222 16.66667
440 spectacles 5 12
441 torch 14.5 18
442 lock 0 0
443 umbrella, raincoat 5 12
444 lighter (bidi/ cigarette/ gas stove) 14.5 18
445 other minor durable-type goods 14.5 18
449 minor durable-type goods: sub-total 8.916667 13
450 toilet soap 14.5 18
451 toothpaste, toothbrush, comb, etc. 14.5 18
452 powder, snow, cream and perfume 14.5 18
453 hair oil, shampoo, hair cream 14.5 18
454 shaving blades, shaving stick, razor 14.5 18
455 shaving cream, aftershave lotion 14.5 18
456 sanitary napkins 5 12
457 other toilet articles 14.5 18
459 toilet articles: sub-total 13.3125 17.25
460 electric bulb, tubelight 5 12
461 electric batteries 14.5 18
462 other non-durable electric goods 14.5 18
463 earthenware 4 12
464 glassware 14.5 18
465 bucket & other plastic goods 5 12
466 coir, rope, etc. 5 12
467 washing soap/ soda/ powder 14.5 18
468 other washing requisites 14.5 18
470 incense (agarbatti), room freshener 0 0
471 flower (fresh), all purposes 0 0
472 mosquito repellent, insecticide, acid etc. 5 12
473 other petty articles 14.5 18
479 other household consumables: sub-total 8.53846 12.9231
480 domestic servant/cook 12.24 18
481 attendant 12.24 18
482 sweeper 12.24 18
483 barber, beautician, etc. 12.24 18
484 washerman, laundry, ironing 12.24 18
485 tailor 12.24 18
486 grinding charges 12.24 18
487 telephone charges, landline 12.24 18
488 telephone charges, mobile 12.24 18
490 postage & telegram 12.24 18
491 miscellaneous expenses 12.24 18
492 priest 12.24 18
493 legal expenses 12.24 18
494 repair charges for non-durables 12.24 18
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495 pet animals (incl. birds, fish) 0 0
496 internet expenses 12.24 18
497 other consumer services excl. 12.24 18
conveyance
499 consumer services excl. conveyance: 11.52 16.94118
sub-total
500 air fare 12.24 18
501 railway fare 12.24 18
502 bus/tram fare 12.24 18
503 taxi, auto-rickshaw fare 12.24 18
504 steamer, boat fare 12.24 18
505 rickshaw (hand drawn & cycle) fare 0 0
506 horse cart fare 0 0
507 porter charges 0 0
508 petrol for vehicle 27 27
510 diesel for vehicle 21.43 21.43
511 lubricants & other fuels for vehicle 29 29
512 school bus, van, etc. 14.5 18
513 other conveyance expenses 12.24 18
519 conveyance: sub-total 12.72077 15.64846
520 house rent, garage rent (actual) 12.24 18
521 hotel lodging charges 12.24 18
522 residential land rent 12.24 18
523 other consumer rent 12.24 18
529 rent: sub-total 12.24 18
539 house/garage rent (imputed) 0 0
540 water charges 0 0
541 other consumer taxes & cesses 14.5 18
549 consumer taxes and cesses: sub-total 4.833333 6
550 bedstead 5 12
551 almirah, dressing table 5 12
552 chair, stool, bench, table 5 12
553 suitcase and other travel goods 5 12
554 foam, rubber cushion 5 12
555 carpet, daree & other floor mattings 0 0
556 paintings, drawings, engravings, etc. 0 0
557 other furniture & fixtures 5 12
559 furniture & fixtures: sub-total 3.75 9
560 radio, tape recorder, 2-in-1 5 12
561 television 14.5 18
562 VCR/VCD/DVD player 14.5 18
563 camera & photographic equipment 14.5 18
564 CD, DVD, audio/video cassette, etc 5 12
565 musical instruments 0 0
566 other goods for recreation 14.5 18
569 goods for recreation: sub-total 9.714286 13.71429
570 stainless steel utensils 5 12
571 other metal utensils 5 12
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572 casseroles, thermos, thermoware 5 12
573 other crockery & utensils 14.5 18
579 crockery & utensils: sub-total 7.375 13.5
580 electric fan 14.5 18
581 air conditioner, air cooler 14.5 18
582 inverter 14.5 18
583 lantern, lamp, electric lampshade 5 12
584 sewing machine 5 12
585 washing machine 14.5 18
586 stove, gas burner 14.5 18
587 pressure cooker/ pressure pan 5 12
588 refrigerator 14.5 18
590 water purifier 14.5 18
591 electric iron & other elec. heating 14.5 18
appliances
592 other cooking/ household appliances 14.5 18
599 cooking & household appliances: sub- 12.125 16.5
total
600 bicycle 5 12
601 motorcycle, scooter 18.47 14.5 18
602 motor car, jeep 1.33 14.5 18
603 tyres & tubes 1.33 14.5 18
604 other transport equipment 0.24 14.5 18
609 personal transport equipment: sub-total | 23.63 12.6 16.8
610 contact lenses, hearing aids, etc. 0.27 5 12
611 other medical equipment 0.00 5 12
619 therapeutic appliances: sub-total 0.27 14.5 18
620 clock, watch 0.11 14.5 18
621 other machines for household work 0.00 14.5 18
622 PC/ laptop including software 0.99 5 12
623 mobile phone handset 1.96 5 12
624 telephone (landline) instrument 0.02 5 12
625 any other personal goods 0.00 14.5 18
629 other personal goods: sub-total 3.07 9.222222 14.66667
630 bathroom and sanitary equipment 0.86 14.5 18
631 plugs & other electrical fittings 0.78 14.5 18
632 residential building & land (repairing 11.89 12.24 18
cost)
633 other durables 0.87 14.5 18
639 repair of res. building, land, etc.: sub- 14.40 13.935 18
total
640 gold ornaments 22.20 1 4.5
641 silver ornaments 2.21 1 4.5
642 jewels, pearls 1.27 1 4.5
643 other ornaments 0.19 5 12
649 jewellery/ornaments: sub-total 25.88 2 6.375
659 durable: total 76.59 0 0
888 total: non-food group 821.38 0 0

72




4.Urban Non-Food MPCE

item item description Value VAT rate GST rate
code Spent

(INR)/30

days
300 pan: leaf (no.) 1.85 30 30
301 pan: finished (no.) 0.22 30 30
302 ingredients for pan (gm) 1.32 5 12
309 pan: sub-total 3.39 21.66667 24
310 bidi (no.) 4.14 14.5 18
311 cigarettes (no.) 10.27 30 30
312 leaf tobacco (gm) 0.21 30 30
313 snuff (gm) 0.06 30 30
314 hookah tobacco (gm) 0.02 30 30
315 cheroot (no.) 0.00 30 30
316 zarda, kimam, surti (gm) 0.02 30 30
317 other tobacco products 0.39 30 30
319 tobacco: sub-total 15.11 28.0625 28.5
320 ganja (gm) 0.00 0 0
321 toddy (litre) 0.00 0 0
322 country liquor (litre) 1.17 58 58
323 beer (litre) 3.87 58 58
324 foreign/refined liquor or wine (litre) 16.54 58 58
325 other intoxicants 0.06 58 58
329 intoxicants: sub-total 21.64 38.66667 38.66667
330 coke (kg) 0.01 5 12
331 firewood and chips (kg) 9.78 0 0
332 electricity (std. unit) 53.78 10 10
333 dung cake 0.01 0 0
334 kerosene — P.D.S. (litre) 4.99 5 12
335 kerosene — other sources (litre) 7.39 25 25
336 matches (box) 1.05 14.5 18
337 coal (kg) 0.00 5 12
338 L.P.G. (kg) 61.04 5 12
340 charcoal (kg) 0.00 0 0
341 candle (no.) 1.58 0 0
342 gobar gas 0.00 5 12
343 petrol (excl. conveyance) (litre) 0.00 27 27
344 diesel (excl. conveyance) (litre) 0.00 21.43 21.43
345 other fuel 1.53 0 0
349 fuel and light: sub-total 141.16 8.195333 10.762
350 dhoti (no.) 4.22 0 0
351 sari (no.) 24.03 0 0
352 cloth for shirt, pyjama, kurta etc. (m.) 7.90 0 0
353 cloth for trousers, suit, etc. (m.) 5.16 0 0
354 coat, jacket, sweater etc. 0.31 0 0
355 shawl, chaddar (no.) 1.21 0 0
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356 school/college uniform: boys 4.05 0 0
357 school/college uniform:girls 3.68 0 0
358 kurta-pajama suits: males (no.) 1.20 0 0
360 kurta-pajama suits: females (no.) 4.06 0 0
361 kurta, kameez (no.) 0.47 0 0
362 pajamas, salwar (no.) 2.82 0 0
363 shirts, T-shirts (no.) 15.15 0 0
364 shorts, trousers, bermudas (no.) 11.79 0 0
365 frocks, skirts, etc (no.) 291 0 0
366 blouse, dupatta, scarf, etc (no.) 1.36 0 0
367 lungi (no.) 4.38 0 0
368 other casual wear 3.05 0 0
370 baniyan, socks, other hosiery (no.) 8.63 0 0
371 gamchha, towel, handkerchief (no.) 3.04 0 0
372 infant clothing 1.16 0 0
373 headwear, belts, ties (no.) 0.61 5 12
374 knitting wool (gm) 0.00 5 12
375 clothing, first-hand: other 0.44 0 0
376 clothing, second-hand 0.01 0 0
379 clothing: sub-total 111.62 0 0
380 bed sheet, bed cover (no.) 2.81 5 12
381 rug, blanket (no.) 0.22 5 12
382 pillow, quilt, mattress (no.) 0.77 5 12
383 cloth for upholstery, etc (m.) 0.24 5 12
384 mosquito net (no.) 0.08 5 12
385 bedding: others 0.19 5 12
389 bedding, etc.: sub-total 431 0 0
390 leather boots, shoes (pair) 4.82 5 12
391 leather sandals, chappals, etc. (pair) 2.79 5 12
392 other leather footwear (pair) 2.19 5 12
393 rubber/ PVC footwear (pair) 6.12 5 12
394 other footwear (pair) 2.55 5 12
395 footwear, second-hand 0.05 0 0
399 footwear: sub-total 18.53 0 0
400 books, journals, first hand 12.70 0 0
401 books, journals, etc., second hand 0.64 0 0
402 newspapers, periodicals 5.46 5 12
403 library charges 0.39 0 0
404 stationery, photocopying charge 9.41 5 12
405 tuition and other fees (school, college, 138.44

etc.)
406 private tutor/ coaching 2.90
407 educational CD 0.07 5 12
408 other educational expenses 1.43
409 education: sub-total 171.44
410 medicine 5 12
411 X-ray, ECG, pathological test, etc. 0 0
412 doctor's/surgeon's fee 0 0
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413 hospital & nursing home charges 0 0

414 other medical expenses 0 0

419 medical, institutional: sub-total 0

420 medicine 5 12
421 X-ray, ECG, pathological test, etc. 0 0

422 doctor’s/ surgeon’s fee 0 0

423 family planning devices 0 0

424 other medical expenses 0 0

429 medical, non-institutional: sub-total 0

430 cinema, theatre 12.24 18
431 mela, fair, picnic 12.24 18
432 sports goods, toys, etc. 5 12
433 club fees 12.24 18
434 goods for recreation and hobbies 5 12
435 photography 14.5 18
436 VCD/ DVD hire (including instrument) 12.24 18
437 cable TV 12.24 18
438 other entertainment 12.24 18
439 entertainment: sub-total 0 0

440 spectacles 5 12
441 torch 14.5 18
442 lock 0 0

443 umbrella, raincoat 5 12
444 lighter (bidi/ cigarette/ gas stove) 14.5 18
445 other minor durable-type goods 14.5 18
449 minor durable-type goods: sub-total 0 0

450 toilet soap 14.5 18
451 toothpaste, toothbrush, comb, etc. 14.5 18
452 powder, snow, cream and perfume 14.5 18
453 hair oil, shampoo, hair cream 14.5 18
454 shaving blades, shaving stick, razor 14.5 18
455 shaving cream, aftershave lotion 14.5 18
456 sanitary napkins 5 12
457 other toilet articles 14.5 18
459 toilet articles: sub-total 0 0

460 electric bulb, tubelight 5 12
461 electric batteries 14.5 18
462 other non-durable electric goods 14.5 18
463 earthenware 4 12
464 glassware 14.5 18
465 bucket & other plastic goods 5 12
466 coir, rope, etc. 5 12
467 washing soap/ soda/ powder 14.5 18
468 other washing requisites 14.5 18
470 incense (agarbatti), room freshener 0 0

471 flower (fresh), all purposes 0 0

472 mosquito repellent, insecticide, acid etc. 5 12
473 other petty articles 14.5 18

75




479 other household consumables: sub-total 14.5 18
480 domestic servant/cook 12.24 18
481 attendant 12.24 18
482 sweeper 12.24 18
483 barber, beautician, etc. 12.24 18
484 washerman, laundry, ironing 12.24 18
485 tailor 12.24 18
486 grinding charges 12.24 18
487 telephone charges, landline 12.24 18
488 telephone charges, mobile 12.24 18
490 postage & telegram 12.24 18
491 miscellaneous expenses 12.24 18
492 priest 12.24 18
493 legal expenses 12.24 18
494 repair charges for non-durables 12.24 18
495 pet animals (incl. birds, fish) 0 0
496 internet expenses 12.24 18
497 other consumer services excl. 12.24 18
conveyance
499 consumer services excl. conveyance: 0 0
sub-total

500 air fare 12.24 18
501 railway fare 12.24 18
502 bus/tram fare 12.24 18
503 taxi, auto-rickshaw fare 12.24 18
504 steamer, boat fare 12.24 18
505 rickshaw (hand drawn & cycle) fare 0 0
506 horse cart fare 0 0
507 porter charges 0 0
508 petrol for vehicle 27 27
510 diesel for vehicle 21.43 21.43
511 lubricants & other fuels for vehicle 29 29
512 school bus, van, etc. 14.5 18
513 other conveyance expenses 12.24 18
519 conveyance: sub-total 0
520 house rent, garage rent (actual) 12.24 18
521 hotel lodging charges 12.24 18
522 residential land rent 0.00 12.24 18
523 other consumer rent 0.00 12.24 18
529 rent: sub-total 237.65 0 0
539 house/garage rent (imputed) 385.98 0 0
540 water charges 6.62 0 0
541 other consumer taxes & cesses 9.61 14.5 18
549 consumer taxes and cesses: sub-total 16.23 0
550 bedstead 0.75 5 12
551 almirah, dressing table 0.60 5 12
552 chair, stool, bench, table 0.42 5 12
553 suitcase and other travel goods 0.10 5 12
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554 foam, rubber cushion 0.00 5 12
555 carpet, daree & other floor mattings 0.01 0 0

556 paintings, drawings, engravings, etc. 0.00 0 0

557 other furniture & fixtures 0.25 5 12
559 furniture & fixtures: sub-total 2.13 0 0

560 radio, tape recorder, 2-in-1 0.03 5 12
561 television 1.80 14.5 18
562 VCR/VCD/DVD player 0.31 14.5 18
563 camera & photographic equipment 0.03 14.5 18
564 CD, DVD, audio/video cassette, etc 0.34 5 12
565 musical instruments 0.04 0 0

566 other goods for recreation 0.02 14.5 18
569 goods for recreation: sub-total 2.57 0 0

570 stainless steel utensils 1.01 5 12
571 other metal utensils 0.35 5 12
572 casseroles, thermos, thermoware 0.03 5 12
573 other crockery & utensils 0.11 14.5 18
579 crockery & utensils: sub-total 1.50 0 0

580 electric fan 0.67 14.5 18
581 air conditioner, air cooler 1.02 14.5 18
582 inverter 1.16 14.5 18
583 lantern, lamp, electric lampshade 0.00 5 12
584 sewing machine 0.13 5 12
585 washing machine 1.64 14.5 18
586 stove, gas burner 0.44 14.5 18
587 pressure cooker/ pressure pan 0.30 5 12
588 refrigerator 2.26 14.5 18
590 water purifier 0.37 14.5 18
591 electric iron & other elec. heating 0.50 14.5 18

appliances
592 other cooking/ household appliances 0.55 14.5 18
599 cooking & household appliances: sub- 9.05 0 0
total

600 bicycle 1.78 5 12
601 motorcycle, scooter 18.01 14.5 18
602 motor car, jeep 24.06 14.5 18
603 tyres & tubes 1.38 14.5 18
604 other transport equipment 0.00 14.5 18
609 personal transport equipment: sub-total 45.24 0 0

610 contact lenses, hearing aids, etc. 0.05 5 12
611 other medical equipment 0.06 5 12
619 therapeutic appliances: sub-total 0.10 14.5 18
620 clock, watch 0.13 14.5 18
621 other machines for household work 0.00 14.5 18
622 PC/ laptop including software 2.68 5 12
623 mobile phone handset 2.42 5 12
624 telephone (landline) instrument 0.00 5 12
625 any other personal goods 0.01 14.5 18
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629 other personal goods: sub-total 5.24 0 0
630 bathroom and sanitary equipment 0.03 14.5 18
631 plugs & other electrical fittings 0.61 14.5 18
632 residential building & land (repairing 16.86 12.24 18
cost)
633 other durables 0.16 14.5 18
639 repair of res. building, land, etc.: sub- 17.66 0
total
640 gold ornaments 44.86 1 4.5
641 silver ornaments 1.96 1 4.5
642 jewels, pearls 1.16 1 4.5
643 other ornaments 2.00 5 12
649 jewellery/ornaments: sub-total 49.98 0 0
659 durable: total 133.48 0 0
888 total: non-food group 1502.88 0 0
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4. Food and Non Food MPCE of Rural Sector —

Fractile classes

Table 6C-R: Value of consumption (Rs) of broad groups of food and non-food items per person for a period of 30 days for each fractile

Rural
fractile class of MPCE (MMRP)

1 2 3 4 5 6 7 8 9 10 11 12
item
(1) 2) 3 |4 ) 6 |0 @) |9 [10) |d1) (12) (13)
Tamil Nadu
cereal 81.65  100.50 108.34 13254 12644  145.68 149.39 16227 168.78 19738 22081  242.95
gram 126 350 336 435 438 609 629 777 771 856 890  9.16
cereal substitutes 047 003 018 006 013 0.04 043 009 008 017 000 034
pulses & pulse products [19.78  26.14 3002 3774 4118 4743 4540 4601 4839 5890 6891  70.67
milk & milk products  [29.33  60.67 5274 6526 6838  81.03 9727 9533 10022 131.19 14422 16721
sugar 618 863 788 969 1030 1276 1287 1332 1408 1745 1769  22.22
salt 190 203 221 227 232 278 247 269 293 3.l 312 335
edible ol 1352 1966 27.62 3276 3582 3970 4093 43.64 4796 6283 6071  69.90
egg, fish & meat 38.16 4002 7143 6848  85.12  90.89 119.82 125.36 126.67 179.95 15771 237.18
vegetables 3726 4982 6050 73.06 80.15  91.86 98.90 110.73 11227 12940 13594  141.59
fruits (fresh) 818 1560 2212 2771 3379 4082 5096 5627 6461 7726 9472 14530
fruits (dry) 157 084 127 248 446 407 370 544 597 177 191 17.63
spices 3734 4362 57.07 6505 7925 8094 78.87 8393 9178  100.05 108.45  107.87
beverages etc. 57177 7935 90.37 108.86 12541  147.00 174.57 188.64 234.65 25738  290.19  623.60
total : food 33436 45040 535.12 63032 697.33  791.08 881.88 94150 1026.10 1231.42 1319.30 1858.99
pan 796 454 576 485  9.64 631 1015 9.14 1069 1359 777 740
tobacco 783 1091 8.64 784 1052 980 1721 2321 2002 2022 3121  27.03
intoxicants 314 1136 765 1529 1407 1761 2661 4253 66.05 5697 7123  81.27
pan, tobacco & 1893 26.80 22.06 2797 3423 3372 5398 7488 9676 9078 11022 11570
fuel and light 4852 6844 7943 8574 8655  94.05 100.87 11086 11827 124.94 14439 14835
clothing 4566 5213 5548  67.04 7109 7336 77.09 9049 9827 10541 13217  170.42
footwear 543 559 660 910 898 9.06 991 1205 1244 1474 1754 2441
education 1152 650 1905 2591 4094 3043 3835 63.61 7810 13586 255.80  488.11
medical (inst.) 009 010 547 1097 1326 1492 1139 1355 3337 3811 9762  271.03
medical (non-inst.)  [28.84 2394 2425 2731 4516 5007 4094 6540 75.05 108.65 14421  250.72
entertainment 1488 1681 2144 2101 2729 2543 2606 28.78 3738 3354 4410  60.13
minor durable-type ~ [0.05 129 1.02 083 150 151 350 282 185 340  7.83 17.99
toilet articles 1716 2117 2844 3320 3447  38.19 3976 4558 4743 5429 6480 7638
other hh. consumables [16.14 1647 2496 3273 3469 3782 4113 4715 5152 6175 8028 10256
consumer services 1679 2725 3343 4320 4691 5438 58.60 6795 7782  99.61 13720 208.54
conveyance 2497 3938 4438 5246 7032 68.82 94.62 94.66 12818 17539 24534  326.84
rent 002 000 157 159  3.66 1927 1332 9.81 2825 2879 8958  65.33
taxes and cesses 179 294 242 382 423 348 408 484 558 647 847 10.73
durable goods 203 701 996 1335 2026 3466 2687 3746 5547 13176 27125 590.08
total : non-food 25284 31592 379.97 45625 543.53  589.16 640.47 769.90 94573 121348 1850.79 2927.35
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4.1

VAT % MPCE

Tax fractile class of MPCE (MMRP)
item 2 3 4 5 6 7 8 9 10 11 12
(1) (2) (3) 4) () 6 [ ®) 19 (10) (11) (12) (13)
pan 0.216667 1.72 0.98 1.25 1.05 2.09 1.37 2.20 1.98 2.32 2.94 1.68 1.60
tobacco 0.277857 2.18 3.03 2.40 2.18 2.92 2.72 4.78 6.45 5.56 5.62 8.67 7.51
intoxicants 0.38667 1.21 4.39 2.96 591 5.44 6.81 10.29 16.45 25.54 22.03 24.79 28.28
fuel and light 0.0878071 4.26 6.01 6.97 7.53 7.60 8.26 8.86 9.73 10.38 10.97 12.68 13.03
clothing 0.0041667 0.19 0.22 0.23 0.28 0.30 0.31 0.32 0.38 0.41 0.44 0.55 0.71
footwear 0.0416667 0.17 0.23 0.23 0.28 0.38 0.37 0.38 0.41 0.50 0.52 0.61 0.73
education 0.025 0.29 0.16 0.48 0.65 1.02 0.76 0.96 1.59 1.95 3.40 6.40 12.20
medical (inst.) 0.01 0.00 0.00 0.05 0.11 0.13 0.15 0.11 0.14 0.33 0.38 0.98 2.71
medical (non-inst.) 0.01 0.29 0.24 0.24 0.27 0.45 0.50 0.41 0.65 0.75 1.09 1.44 2.51
entertainment 0.108822 1.62 1.83 2.33 2.29 2.97 2.77 2.84 3.13 4.07 3.65 4.80 6.54
minor durable-type goods [0.0891667 0.00 0.12 0.09 0.07 0.13 0.13 0.31 0.25 0.16 0.30 0.70 1.60
toilet articles 0.133125 2.28 2.82 3.79 442 4.59 5.08 5.29 6.07 6.31 7.23 8.63 10.17
other hh. consumables 0.0853846 1.38 1.41 2.13 2.79 2.96 3.23 3.51 4.03 4.40 5.27 6.85 8.76
consumer services 0.1152 1.93 3.14 3.85 4.98 5.40 6.26 6.75 7.83 8.96 1148 15.81 24.02
conveyance 0.127208 3.18 5.01 5.65 6.67 8.95 8.75 12.04 12.04 16.31 2231 31.21 41.58
rent 0.1224 0.00 0.00 0.19 0.19 0.45 2.36 1.63 1.20 3.46 3.52 10.96 8.00
durable goods 0.0953875 0.19 0.68 0.95 1.27 1.93 3.31 2.56 3.57 5.29 12.57 25.87 56.29
total : non-food 252.84 31592 379.97 45625 54353 580.16 64047  769.9 94573 121348 185079 2927.35
4.2
GST % MPCE

GST regime fractile class of MPCE (MMRP)
item 1 2 3 4 5 0 1 8 9 10 11 12
(1) ) () (4) (5) © |0 ® |9 (10) (11) (12) (13)
pan 024 191 |1,09 |1.3s |1,16 |2,3| |1‘51 |2.44 |z‘19 |z‘57 |3.15 |1.86 ||.73
tobacco 0.29 203155 300935 2464 2234 29982 2793 490485 661485 57057 57627 88485 770355
intoxicants 039 12141438 43905712 29580255 59121843 54404469 68092587  10.2892887 164450751 255395535  22.0285899 27.5425041 31.42467
fuel and light 0.11 522074 73655128 85482566 92273388 9314511 10121661 108556294 119307532 127282174 134460428 155392518 1596543
clothing 001 0438336 0500448 0532608 0.643584  0.68464  (.704256 0740064 0.868704 0943392 1011936 1268832 1636032
footwear 0.10 0.543 0559 0.66 091 0.898 0906 0991 1205 1244 1474 1754 2441
education 0.06 06912 039 1143 15546 24564 18258 2301 38166 4686 81516 15348 29.2866
medical (inst.) 0.2 000216 0,004 013128 0.26328 031824 035808 027336 03252 0.80088 091464 234288 650472
medical (non-inst.) 0.2 069216 0575 0582 065544 108384 120168 0.98256 1569 1.8012 260006 346104 601728
entertainment 0.17 2480049 28017227 35734048 35017367 45484243 A23B4181 43434000 47967626 62301246 55901118 7350147 10.02187
minor durable-type goods 0.13 00065 01677 0.1326 01079 0.195 0.1963 0455 03666 02405 0442 10179 23387
toilet articles 0.17 2.9601 3651825 49099 5 5946075 6587775 6.8536 786255 8181675 9363025 1LI78 1317555
other hh. consumables 0.13 2085112 21284181 32055808 42296979 44809887 48874786 53152299 60931945 66579296 79799525 103745844 1325383
consumer services 017 2.8443939 46164205 56633763 7318512 79470231 92125158 9927426 115114095 13.1834862  16.8749301 23243052 3532876
conveyance 0.16 390730356 61621824 6.9445824 82080408  11.0036736 107689536  14.8061376 148123968 200576064 274450272 383908032 51.14392
rent 0.18 00036 0 0.2826 0.2862 0.6588 34686 23976 17658 5085 5182 161244 1175%
durable goods 0.15 02963191 10378467 14538612 19486995 29573522 50593202 39222139 54680362 80969559  19.2330072 39.5943625 86.13398
total : non-food |252.x4 3592 37997 45625 54353 58916 6047 7699 945.73 121348 185079 292735

total gst tax 2153 38.55 44.58 53.89 63.25 70.65 81.80 97.65 12375 15077 22529 32591

total tax vat 2091 3026 38 4095 1M 3315 63.24 759 96.72 1371 162.63 2624
24
285 vat %mpce 8270052207 9.578374272 8.895439114 8975342466 877964418 9.021318487 9873998782 985842317 102270204 937057059 8787058499 7.728492
38.667
10.762 GST %MPCE 1088779964 1220231685 1173299882 1181227704 116359794 1199224268 1277177381 12.682963  13.08489956 124246763 12.17260775 1113332
0.96
10 addl taxburden 2617747429 262394258 2.837559702 2.836934575  2.85633522 2970924197 2897775025 2.8245398 2857879162 3.05410575 3385549252 340483
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5.1

5. Food and Non Food MPCE of Urban Sector —

Fractile classes

Table 6C-U: Value of consumption (Rs) of broad groups of food and non-food items per person for a period of 30 days for each fractile classs of MPCEyuxe

Urban
fractile class of MPCE (MMRP)

1 2 4 h) 6 7 8 9 10 11 12 all classes
item
M ) G ) ) © |7 ® 1O a0 (11) (12) (13) (14)
Tamil Nadu
cereal 99.45 119.94 127.66 143.86 162.56 16213 177.66 185.80 208.81 219.03 21329 122531 171.65
gram 2.81 371 524 5.76 6.93 6.83 7.19 878 7.89 797 8.68 8.23 6.83
cereal substitutes 0.08 028 0.10 0.43 0.08 0.15 014 021 0.20 0.56 0.12 0.55 0.24
pulses & pulse products 29.08 3735 38.28 38.93 43.67 48.15 5241 56.04 6740 67.11 71127586 52.37
milk & milk products  51.54 65.88  87.64 107.75 12795 12396 13896 159.35 183.02 209.94 253.64 28508  146.67
sugar 8.84 10.46  10.45 12.88 14.25 1447 1463 1657 1842 19.52 1994 27.02 15.43
salt 2.17 208 234 2.60 2.1 290 299 295 3.19 3.06 3.03 2.92 2.79
edible oil 25.29 28.16  35.89 35.84 42.56 4560 5227 5993 6281 62.96 7125 6655 49.35
egg, fish & meat 50.14 67.27 176.05 91.40 109.93  110.85 13547 15377  170.07 173.31 17507 201.07 12676
vegetables 59.48 68.80 80.53 81.86 103.98  109.92 119.53 121.75 129.51 126.86 14203 157.15  108.77
fruits (fresh) 21.20 30.10 35.84 39.47 49.22 56.22 72.64 88.04  108.77 134.28 172.58  239.79  81.63
fruits (dry) 0.61 159 238 2.59 4.62 435 605 723 10.22 12.56 2300 42.17 8.37
spices 58.78 65.81  67.68 71.56 82.66 8274 9256 9191  90.69 88.66 96.77 9323 82.58
beverages etc. 86.87 102.82 111.76 148.58 160.91  194.80 229.36 268.96 296.21 390.93 659.99 863.83  265.87
total : food 496.35 60425 681.85 783.51 917.08  1963.09 1101.86 1221.29 135720  1516.75  1910.52 2288.75 1119.31
pan 5.25 348 251 2.33 3.66 253 543 1.06 6.46 335 2.76 1.69 3.39
tobacco 531 549 10.84 11.90 11.03 1229 1499 20.82 17.91 18.12 31.14 2443 15.11
intoxicants 9.75 8.83  14.09 17.52 14.50 16.66 1531 27.10  24.44 32.84 2782 6143 21.64
pan, tobacco & 20.37 1781 2744 31.75 29.19 3148 3572 4898  48.80 54.31 61.72  87.55 40.14
fuel and light 69.14 87.88 94.32 105.71 12437 128.80 13259 14947 166.63 180.20 21294 28890  141.16
clothing 45.54 5793 69.38 82.37 84.86 98.80 104.11 112.93  132.19 161.45 223.04 299.76 11593
footwear 6.42 8.88  9.57 10.90 11.41 1373 1575 1815 20.85 25.81 37.88  64.96 18.53
education 13.04 2471 3132 49.19 65.05 117.85 126.70 12836  201.82 272.96 390.66 100170  171.44
medical (inst.) 2.20 3.64 795 11.53 18.56 2738 37.08 46.29  60.86 131.75 14695 32706  58.14
medical (non-inst.) 20.56 3135 36.88 44.75 5118 58.09 81.94 9758  114.63 143.85 238.64 26847  90.85
entertainment 20.33 2411 25.12 26.87 30.06 29.66  32.66 39.44  37.19 60.21 7173 15728 41.80
minor durable-type 0.83 0.54 201 2.68 2.89 267 347 624 6.07 19.42 5.97 33.37 6.58
toilet articles 26.25 32.84 3511 38.58 44.25 50.62 5241 5735 68.03 73.45 9153 12267  55.64
other hh. consumables {22.17 2920 3331 35.15 42.84 4722 5110 5494 66.46 78.72 9541 109.92 5381
consumer services 30.94 3833 46.73 5748 61.83 7729  89.86 109.04  151.95 22541 347.06  716.78  138.63
conveyance 25.33 4455  64.76 84.62 96.67 100.52 141.18 163.09  216.38 287.94 45348 82337  182.88
rent 16.70 28.38  45.09 82.67 12370 14951 142.78 263.65 289.61 42093 542.19 112881  237.65
taxes and cesses 4.50 731 157 9.25 9.47 11.08 1391 1512 20.53 23.23 3453 57.86 16.23
durable goods 11.71 8.89 17.29 28.34 23.35 49.68 5781 6881  119.01 188.77 359.87 118233 13348
total : non-food 336.01 44636 559.85 701.85 819.70  994.39 1119.06 1379.45 1721.02  2348.38  3313.60 6670.79  1502.88
total expenditure 832.35  1050.61 1241.67 148532 173676  1957.462220.932600.76 307822  3865.11  5224.16 8959.49  2622.18
cooked meals 1.35 323 2.88 111 0.69 144 1793 18.16 12.05 15.20 104.11  15.18 13.15
free in workplace*
cooked meals recd. as |25.36 17.19  10.63 22.88 19.96 1220 1831 1089 237 0.86 0.35 0.00 11.97
assistance*
clothing & footwear [0.00 0.01  0.01 0.01 0.08 0.04 0.03 0.13 0.24 0.00 0.07 0.00 0.06
hand)**
books, etc. (2nd 0.02 0.07 0.26 0.00 0.36 0.18 0.09 078 0.93 1.36 0.52 432 0.64
durables (2nd hand)$ {0.13 0.00  0.01 0.10 0.20 321 364 015 0.14 8.19 46.66 392 4.10
imputed rent (uban  [114.78  158.52 158.38 185.34 207.82  250.14 320.11 323.95 483.29 605.34 887.25 1489.99  385.98
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VAT%MPCE

fractile

class of

MPCE

(MMRP)
item 1 2 3 4 5 6 7 8 9 10 11 12 all classes
[€)] VAT paid |(2) (3) (4) (5) (6) (7) (8) 9) (10) (11) (12) (13) (14)
Tamil Nadu
cereal 0.025 248625 29985 3.1915 3.5965 4.064 4.05325 4.4415 4.645 5.22025 547575 533225 563275 4.29125
gram 0.05 0.1405 0.1855 0.262 0.288 0.3465 0.3415 0.3595 0.439 0.3945 0.3985 0.434 0.4115 0.3415
cereal substitutes 0.05 0.004 0.014 0.005 0.0215 0.004 0.0075 0.007 0.0105 0.01 0.028 0.006 0.0275 0.012
pulses & pulse 0.035 1.0178 130725  1.3398 136255 1.70345 1.68525 1.83435 1.9614 2.359 2.34885 2.4892 2.6551 1.83295
milk & milk 0.049375 2.544788 3.252825 4.327225 5.320156 6.317531 6.120525 6.86115 7.867906 9.036613 10.36579 12.52348 14.07583 7.241831
sugar 0.025 0.221 0.2615 026125 0.322 0.35625 0.36175 0.36575 0.41425  0.4605 0.488 0.4985 0.6755 0.38575
salt 0 0 0 0 0 0 0 0 0 0 0 0 0 0
edible oil 0.05 2645 1408 7945 1792 2128 228 26135 29965 31405 3148 35625 33275 24675
egg, fish & meat 0 0 0 0 0 0 0 0 0 0 0 0 0 0
vegetables 0 0 0 0 0 0 0 0 0 0 0 0 0 0
fruits (fresh) 0.005556 0.117787 0.167236 0.199127 0.219295 0.273466 0.312358 0.403588 0.48915 0.604326 0.74606 0.958854 1.332273 0.453536
fruits (dry) 0.09125  0.055663 0.145088 0.217175 0.236338 0.421575 0.396938 0.552063 0.659738 0.932575 1.1461 2.09875 3.848013 0.763763
spices 0.009091 0.534369 0.598279 0.615279 0.650552 0.751462 0.752189 0.841463 0.835554 0.824463 0.806008 0.879736 0.847554 (.750735
beverages etc. 0.0675 5.863725 6.94035 7.5438 10.02915 10.86143 13.149 154818 18.1548 19.99418 26.38778 44.54933 5830853 17.94623
total : food 496.35 604.25 681.85 783.51 917.08 963.09 1101.86  1221.29 13572 1516.75 191052 2288.75 1119.31
Total VAT 14.2504 17.2785 19.7567 23.838 27.2277 29.4603 33.7617 38.4738 42.9769 51.3388 73.3326 91.142 36.487
VAT% MPCE 2.87103 2.8595 2.89751 3.04247 2.96895 3.05893 3.06406 3.15026 3.16659 3.38479 3.83836 3.98218 3.25978
5.2
GST% MPCE

fractile

class of

MPCE

(MMRP)
item 1 2 3 4 5 6 7 8 9 10 11 12 all classes
(1) Tax GST [(2) (3) (4) (5) (6) (7) (8) 9) (10) (11) (12) (13) (14)
Tamil Nadu
cereal 0.063158 6.28 7.58 8.06 9.09 10.27 10.24 11.22 11.73 13.19 13.83 13.47 14.23 10.84
gram 0.12 0.34 0.45 0.63 0.69 0.83 0.82 0.86 1.05 0.95 0.96 1.04 0.99 0.82
cereal substitutes 0.12 0.01 0.03 0.01 0.05 0.01 0.02 0.02 0.03 0.02 0.07 0.01 0.07 0.03
pulses & pulse 0.083077
products 2.42 3.10 3.18 3.23 4.04 4.00 4.35 4.66 5.60 5.58 5.91 6.30 4.35
milk & milk 0.0975
products 5.03 6.42 8.54 10.51 12.48 12.09 13.55 15.54 17.84 20.47 24.73 27.80 14.30
sugar 0.06 0.53 0.63 0.63 0.77 0.86 0.87 0.88 0.99 1.11 1.17 1.20 1.62 0.93
salt 0 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
edible oil 012 303 338 a4z az0f  saif  sar[ 627 79[ 7s4f 756 sss[ 799 so2
egg, fish & meat 0 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
vegetables 0 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
fruits (fresh) 0.015 0.32 0.45 0.54 0.59 0.74 0.84 1.09 1.32 1.63 2.01 2.59 3.60 1.22
fruits (dry) 0.135 0.08 0.21 0.32 0.35 0.62 0.59 0.82 0.98 1.38 1.70 3.11 5.69 1.13
spices 0.024 1.41 1.58 1.62 1.72 1.98 1.99 2.22 2.21 2.18 2.13 2.32 2.24 1.98
beverages etc. 0.12 10.42 12.34 13.41 17.83 19.31 23.38 27.52 32.28 35.55 46.91 79.20|  103.66 31.90
Total : food 496.35 604.25 681.85 783.51 917.08 963.09 1101.86  1221.29 1357.2 1516.75 1910.52 2288.75 1119.31
Total GST paid 29.87 36.17 41.26 49.13 56.24 60.30 68.80 71.97 86.98 102.38 142.13 174.18 7343
GST% MPCE 6.017843 5986096 6.050723 6270611 6.132931 6.2607 6.24436  6.384176 6408641 6.749773 7439162 7.610065 6.560207
[ X -
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