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Abstract: The economy of country has been run by GDP, the GDP is maintain by tax system, 

the need of strong tax system always be challenges, therefore, the government always try to 

bring reform in tax system, the tax may be direct or indirect tax system, in india new indirect 

tax reform come in force as Goods and service Tax (GST), the new indirect tax reform is 

effected Indian industries, the presented study, to analysis effect of indirect tax reform on 

pharma sector, it has been analyzed by primary and secondary data, the primary data 

collected from Indore and Prithampur industrial area, it has analysed by spss version 25. 
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I. Introduction:  

The continuous  development is need of today, for development  tax system is a necessity of 

any country, states, in India the tax system is very old according to Indian history it has been 

imposed since ancient time, that time the frame work of tax system was different for different 

area, it means, it was not unique system in Indian systematic tax implementation procedure 

had been started by British rulers, the objective of this tax system generate revenue for 

development after the post independents this tax system had been adopted by us, presently,  

Indian tax system has been divided into two major parts.  

i. Direct Tax system 

ii. Indirect Tax System    

The indirect system was not unique; it used to form by the state government as per the state 

government for full fill the financial and geographical requirements, therefore, it had some 

tax slab difference and dissonance among the various states of India, due to these differences 
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the demands of reforms was being raising since long time by many trades, industrial 

associations and other associate associations, they wanted reforms in indirect tax system, it 

should be based on one nation one nation, in this concern many suggestions were put towards 

government by trades and industrial association. Finally, the central government started to 

work for changing indirect tax system in India, decided to introduce GST as new indirect tax 

reforms in India.   

History of GST: The Central government in 2003 created a fiscal responsibility and budget 

management committee for suggesting to replace the old indirect tax regime with GST on 

supply of all goods and services in 2004. The Union finance ministers in his 2006-2007 union 

budgetary speech articulate the action plan towards GST. Originally, it had been decided to 

introduce GST from 1st April 2010.Then after long discussion in parliament, the government 

proposed to impose GST from 1st July 2017 as unique one nation one tax regime. The many 

trade and industrial association protested GST and some association welcome new reform.           

The indirect taxes combine by GST: The GST is replacing many taxes in GST, it came in 

introduction 2017,it is one indirect for entire country, it has been divided into two parts, 

which are given below. 

Central taxes  

i. Central excise duty 

ii. Other Additional Excise Duty 

iii. Excise duty under medicinal and toilet preparation act 

iv. CVD and special CVD 

v. Central Sales Tax 

vi. Central Surcharge and CESS on the supply of goods and services 

State taxes       

1. Service tax 

2. Value Added Tax 

3. Central Sales Tax 

4. OCTROI 

5. Entertainment tax except those levied by local bodies 

6. Entry tax 

7. Purchase tax 

8. Luxury tax 

9. Advertisement tax 

10. Taxes applicable on lotteries, gambling and betting 

11. State Surcharge and CESS on the supply of goods and services 
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Principle of GST 

GST is based on 'The destination Principle' and 'Value Added Principle. 

'Destination Principle' states that the supply of goods and services be taxed at the moment of 

consumption .GST substitutes a source-based tax system with a destination-based tax regime. 

On the other hand, the 'Value Added Principle' underlines the tax collected on value-added 

goods or services at each stage of the supply chain. GST is collected on value-added at every 

step of the supply chain from the original producer or service provider to the ultimate 

consumer. 

features of GST 

• It provides numerous benefits to the Government, consumer as well as for the 

business class as it is one indirect tax which provides easy administration to the 

Government. 

• It provides relief in overall tax burden. The luxury items are taxed more and the 

basic goods are tax-free for the consumers.  

• Creation of unified market 

• Removal of cascading effect 

• Multiple taxes elimination 

• Technologically based  
• There are 3 taxes applicable under this system: CGST, SGST & IGST. 

CGST: Collected by the Central Government on an intra-state sale (Eg: transaction 

happening within Madhya Pradesh) 

SGST: Collected by the State Government on an intra-state sale (Eg: transaction 

happening within Madhya Pradesh) 

IGST: Collected by the Central Government for inter-state sale out of Madhya Pradesh) 

How to GST work  

The important aspects of any goods in marketing is manufacturing, wholesale and retailing so 

usually if we see the implication of GST suppose: 

1. If the raw material is purchased on 12per cent GST applicable then the consumer can 

take Input Tax Credit on the tax paid on such raw material. 

2. In wholesale, the tax will be reduced as the tax has already been paid on the purchase. 

This is similar in retailing as well. 

3. That’s how the final good comes to the consumer with a fair amount of tax on it. 

4. The current slab rates of GST 0%,5%,12%,18%  
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5. The current slap of GST on pharma sector according to products like 

Sr. Slab Percentage  Products  

1. 0% Human Blood, All Types of Contraceptives  

2. 5% Animal vaccines, ORS, un brand Bio medicine ,etc. 

3. 12% Ayurvedic, unani, homoeopathic, Bio medicine, surgical 

items    

4. 18% Nicotine polacrilex gum 

                      

Pharma sector in Indore and Prithampur: 

Indore is a business capital of Madhya Pradesh; the Indore has many industries like 

Garments, metal, chemical, food processing, pharma, etc. The pharma has very significant 

place in Indore industries, more than 100 pharma manufacturing companies have been 

working in various industrial areas of Indore rural and urban area.  

Prithampur: Prithampur is a nearby industrial area of Indore but, it is situated at Dhar district, 

the Prithampur has a special zone for pharma sector therefore many worlds’ ranked 

companies have been working with their world class brands, The Cipla, Medicaps, Piramal, 

Syncom, Syncom are main companies in Prithampur pharma zone.                                

II. Review of Literature: 

Maniral s.k Roa (2019):  The title of presented research study is “Role of GST in Indian 

Pharma Sector”. The objectives were study to analysis the effect of GST on Indian pharma 

sector, to understand the process of GST for pharma sector, the following  keywords were 

used by the researcher like, GST, pharma, Tax structure, SGST, CGST, IGST, life serving 

drugs, Health care products. The secondary data were used for conducting research work; it 

was collected from journals, books, newspaper, etc. The researcher concluded as GST is one 

of the biggest transformations in the Indian tax industry. This is going to be a game changer 

for many pharmaceutical industries. As it is replacing almost 7-8 taxes which were applicable 

to the pharmaceutical industry in the one uniform tax, so it is eliminating the complexity of 

the multiple taxes. And these multiple indirect taxes are divided in to three categories as 

SGST, CGST and IGST. GST has its positive as well as negative impact on different areas in 

pharmaceutical sector like manufacturing, formulation, price of product and service, 
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transport, etc. GST implementation is results in an efficient supply chain. The inter-state 

transaction between two dealers has become neutral by replacing the Carrying and 

Forwarding distribution model. Most of the life- saving drugs, health care services and 

medicines now fall under the 5% category of tax and these are exempted from the increase in 

the tax. But the impact 0f GST is still not transparent. So, the impact of GST on pharma 

industry is intermediate and overall it’s a win-win situation for pharma industry.  

Sweety Deswal (2019):The title of presented research study is” GST: A 

REVOLUTIONARY STEP TOWARDS TAX REFORMS IN INDIA”, the objectives were 

research study, to study concept of GST in india, to find out benefit of GST after 

implementation, the following keywords were used like Tax, Indian taxation system, Goods 

and Service Tax. The secondary data were used for conducting research study which had 

been collected from journals, newspaper, websites, and government annual financial reports, 

etc. The researcher conducted research study as GST is the most logical, major and game 

changing step towards the improvement of indirect taxation system of India which made 

compliance easier and puts India in the line of international tax standards. GST bound the 

whole nation under a single taxation system. All sectors of economy whether it is big, 

medium, small units, intermediaries, exporters, importers, professionals, traders and 

consumers all are impacted by the implementation of GST. Persuaded by its success about 

140 countries has implemented GST in some form or other. Its implementation made 

registration process easy and simple for start ups. Due to its simple compliance now 

government is receiving more tax payer registration. So, GST leads to more revenue to 

government. It can be concluded that in long run GST will give more benefits to Indian 

economy. 

Munmun Pawan kumar Sharma, Madhuri Gupta, Kapil Dev (2020): The title of 

presented research study is ” Effect of GST on pharmaceutical industries in india”, the 

objectives were, to analysis of impact of GST on pharmaceutical industries after 

implementation, the following keywords were used like, pharmaceutical industry, GST, 

Indirect tax. The secondary data used for conducting research study which were collected by 

journals, books, websites. The researchers concluded research study as; the government took 

a big step to implication of GST for enhancing the economy and handling complex tax 

returns system, the GST is effecting several negative and positive effect on india 

pharmaceutical industries but it has large positive magnitude due to reduction of previous 
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central taxes, it is eliminating various in direct taxes. The government is continuously trying 

to alter negative aspect of GST.                            

III. Objectives: 

i. To analysis effect of indirect tax reform on pharma sector. 

ii. To analysis of advantages and disadvantages of indirect tax reform.   

IV. Research Methodology:  

The following research methodology used for conducting research study; the primary and 

secondary data have been used, the primary data collected by twenty five manufactures of 

pharma sector, which have been selected from Indore and Prithampur industrial area, the data 

have been collected through the questionnaire, the questionnaire has number of relevant 

question and it has been designed with five point Likert scale, the secondary collected from 

journals, books, newspaper, websites. The two hypotheses made for deeply study, the data 

analysed by spss version 25, the result has interpreted by percent, it is shown in tables and 

represented by graphs, and the hypotheses are tested by t test at 5 percent level of significant. 

Hypothesis : 

H01:Null Hypothesis: There is no significant effect on pharma sector by indirect tax reform. 

H11:Null Hypothesis: There is significant effect on pharma sector by indirect tax reform.   

H02:Alternative Hypothesis: There is no significant difference between indirect tax reform and old 

indirect tax system.   

H22:Alternative Hypothesis: There is significant difference between indirect tax reform and old 

indirect tax system.                                   

V. Data Analysis and Hypothesis Testing  

Table. 1. Statistics 

 

Statistics 

What do you thing about indirect tax reform , is it  being benefited to pharma sector   

N Valid 25 

Missing 0 

From table 1.it is clear, that total number of samples are 25 and missing value 0. 

Table. 2.  

Tierärztliche Praxis

ISSN: 0303-6286

Vol 42, Issue 5, 20226

14



 
 

What do you thing about indirect tax reform, is it  being benefited to pharma sector 

 Frequency Percent Valid Percent Cumulative Percent 

Valid Strongly Agree 20 80.0 80.0 80.0 

Agree 4 16.0 16.0 96.0 

Strongly not agree 1 4.0 4.0 100.0 

Total 25 100.0 100.0  

The study of table no. 2, it is clear that, the frequency and percent of strongly Agree are 

highest than other option, it is shown below by pie chart.   

 
Figure.1.  

 
Table. 3.  

  

What do you thing about indirect tax reforms, is this system better than old system 

 Frequency Percent Valid Percent Cumulative Percent 

Valid Strongly Agree 18 72.0 72.0 72.0 

Agree 5 20.0 20.0 92.0 

Not Agree 1 4.0 4.0 96.0 

Neutral 1 4.0 4.0 100.0 

Total 25 100.0 100.0  

The study of table no.3, it is clear that, the frequency and percent of strongly Agree are 

highest than other option, it is shown below by pie chart.   

 

 
Figure.2.  
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Table. 4.  

 

Do you thing that, is new reforms more not flexible than old system 

 Frequency Percent Valid Percent Cumulative Percent 

Valid Strongly Agree 19 76.0 76.0 76.0 

Agree 4 16.0 16.0 92.0 

Not Agree 1 4.0 4.0 96.0 

Strongly not agree 1 4.0 4.0 100.0 

Total 25 100.0 100.0  

The study of table no. 4 it is clear that, the frequency and percent of strongly Agree are 

highest than other option, it is shown below by pie chart.   

 

 
Figure.3.  

 
Table. 5.  

 

 Do you thing that, is new reforms effected cost production and product cost 

 Frequency Percent Valid Percent Cumulative Percent 

Valid Strongly Agree 6 24.0 24.0 24.0 

Agree 16 64.0 64.0 88.0 

Not Agree 1 4.0 4.0 92.0 

Strongly Not Agree 1 4.0 4.0 96.0 

Neutral 1 4.0 4.0 100.0 

Total 25 100.0 100.0  

 

From the study of table no. 5 it is clear that, the frequency and percent of Agree are highest 

than other option, it is shown below by pie chart.   

 

 
Figure.4.  
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Table. 6.  

What Are The Advantages Of New Indirect Tax Reforms 

 Frequency Percent Valid Percent Cumulative Percent 

Valid Less Paper Work 2 8.0 8.0 8.0 

Easy To Audit And Tax 

Submission 

20 80.0 80.0 88.0 

Less Dependency On 

Tax Department 

3 12.0 12.0 100.0 

Total 25 100.0 100.0  

from the study of table no. 6 it is clear that, the frequency and percent of Easy to Audit and 

Tax Submission are highest than other option, it is shown below by pie chart.   

 

 
Figure. 5.  

Table. 7.  

 

What are the Problems in new Indirect Tax Reforms 

 Frequency Percent Valid Percent Cumulative Percent 

Valid Technical problem 19 76.0 76.0 76.0 

complicated process 4 16.0 16.0 92.0 

option 1,2, 2 8.0 8.0 100.0 

Total 25 100.0 100.0  

From the study of table no.7 it is clear that, the frequency and percent of Technical problem 

are highest than other option, it is shown below by pie chart.   

 

 

 
Figure. 6.  
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Testing of Hypothesis:  

 

H01:Null Hypothesis: There is no significant effect on pharma sector by indirect tax reform. 

H11:Null Hypothesis: There is significant effect on pharma sector by indirect tax reform.   

Table. 8.  

 

One-Sample Statistics 

 N Mean Std. Deviation Std. Error Mean 

What do you thing about 

indirect tax reform , is this 

system better then old system 

25 1.44 .917 .183 

 

 

The Hypothesis H1 has been tested by t test, from study of table 8,it is cleared that number of samples are 

25,mean, standard deviation and standard error mean values are 25,1.44,.917,.183 respectively.        

Table. 9.  

 

One-Sample Test 

 

Test Value = 0 

t df 

Sig. (2-

tailed) 

Mean 

Difference 

95% Confidence 

Interval of the 

Difference 

Lower Upper 

What do you thing about 

indirect tax reform , is 

this system better then 

old system 

7.856 24 .000 1.440 1.06 1.82 

 

From study of table.9, it is clear that, t calculated value, df, significant value, mean 

difference, lower and upper values are 7.856,24,.000,1.440,1.06,1.82. The significant value 

has been compared with p value 0.05,it is found that significant value is less than p value, 

therefore, null hypothesis is rejected and alternative hypothesis is accepted, i.e  There is 

significant effect on pharma sector by indirect tax reform.   

 

H02:Alternative Hypothesis: There is no significant difference between indirect tax reform and old 

indirect tax system.   

H22:Alternative Hypothesis: There is significant difference between indirect tax reform and old 

indirect tax system.     
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Table. 10  

One-Sample Statistics 

 N Mean Std. Deviation Std. Error Mean 

 Do you thing that, is new 

reform effected cost 

production and product cost 

25 2.0000 .91287 .18257 

 

The Hypothesis H2 has been tested by t test, from study of table.10,it is clear that number of samples are 

25,mean, standard deviation and standard error mean values are 25,2.00,.912,.183 respectively. 
Table. 11  

 

One-Sample Test 

 

Test Value = 0 

t df 

Sig. (2-

tailed) 

Mean 

Difference 

95% Confidence Interval of 

the Difference 

Lower Upper 

 Do you thing that, is new 

reform effected cost 

production and product 

cost 

10.954 24 .000 2.00000 1.6232 2.3768 

 

from study of table.11,it is cleared that t calculated value, df, significant value, mean 

difference, lower and upper values are 10.954,24,.000,2.00,1.6232,2.3768. The significant 

value has been compared with p value 0.05,it is found that significant value is less than p 

value, therefore, null hypothesis is rejected and alternative hypothesis is accepted, i.e  There 

is significant difference between indirect tax reform and old indirect tax system.     

 

VI. Conclusion:  

the above study is concluded as, the new indirect tax reform is beneficial for the pharma 

sector, it is less complicate than old indirect tax system, therefore, it is very easy to 

understand, the tax slap rates are also very easy due this, there is no need to  much  

calculation for calculation tax values, because of, all these process is conducted with the help 

of technology therefore easy to maintain records in less paper work, the technological 

operation has challenges due to low speed of server, the GST effect on prices of 

commodities, cost of raw material and finish goods also. The need of continuous 

improvement for better results to be becoming success new indirect tax reform of GST .            
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