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1.3.2 Number of courses that include experiential learning through project
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CHAPTER-1 ( INTRODUCTION )

.. BACKGROLIND

Banking in India is the modern sense oriented in the last decades of the
18t century. It plays a significant and commendable role in the growth
and development of economy and its components. The banking system
mobilizes the funds from surplus units and distributes them to other
deficit sector for productive utilization. The banking sector in India, are
those in which majority of equity shares are held by the governments and
includes SBI group (state bank and its subsidiaries) and nationalized
banks. Modern trade and commerce would be almost impossible without
availability of suitable banking services and facilities in innumerable ways.
Banks play an important role in mobilization, allocation of capital,
progress and development of an economy. Modern banking is not only
confined to traditional business of accepting and lending money but has
diversified their activities in new fields of merchant banking, leasing,
housing finance, mutual funds and vendor capital.

The main business of banking is to accept deposits for the purpose of
lending, so it mobilizes funds by issuing claims against itself and lends this
money to others in the form of loans which are assets for banks. The
liabilities and the assets are in the form of claims unlike other forms of
business. The mobilized money is lent in the form loans which is major
and main activity of banking and comprise largest asset portfolio of banks.
The money lent are called loans or advances that will earn income in the
form of interest in addition to this banks invests portion of money in
securities and a minor portion of total funds is invested in real assets like
lend, building for carrying the operations of banking.

The money is advanced in the form of loans and invested in securities in
expectation of income and repayment of principal at periodic intervals as
per the contractual obligations between lender and borrower. The asset
which is performing as per the contractual obligations i.e. payment of
principals and when it fall due, it is called performing asset or standard
asset. The asset which fails to meet obligation of payment of interest and
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repayment of principal within a specified date from due date is called
non-performing assets or non-standard asset.

However, increasing NPAs have a direct impact of profitability of
banks as legally bank are not allowed to book income on such accounts
and at the same time banks are forced to make provisions on such assets
as per RBI guidelines on performing assets. An amount due under any
credit facility is treated as “past due” when it has not been paid within 30
days from the due date. Due to the improvement in the payment and
settlement system recovery climate, up gradation of technology in
banking system, etc. it was decided to dispense with “past due” concept,
with effect from March 31, 2001. Subsequently guidelines issued by RBI
in line with international best practices in accordance with Basel
Standards, the prudential norms for income recognition, asset
classification, capital adequacy and provisioning in commercial banks has
been introduced. These guidelines base on regulatory and supervisory
control of banks by RBI and it creates financial stability in the economy. It
also expects that all financial institutions follow all the rules and
regulations, maintaining capital provisioning on this assets, assets

classification and liquidity management. Further, all commercial banks
are in control of RBI’s supervision. They follow rules, regulations and
CAMELS (Capital adequacy and Basel Il norms. Non-performing assets is
one of the major concern and

problems for banks in India. NPA show the degree of risk and profitability
of banks.

NPA growth involves reduces income from assets and the necessity of
provisions, which reduce the value of shareholders. The public sector
banks play an important role in development and growth from a very
short process. It also being cause of mobilizes huge resources and
economic development of country. Due to socio-economic role, there was
high level of NPA’s in their assets portfolio.




1.2. NEEDS OF THE STUDY

Increasing of profits is seldom matter of serious concern to banks. Deposit
mobilization was the main goal. Till 1990s the national banks made reckless
loans and advances. However, post 1991, profits became a driving force by
cutting down on operational costs and avoidance of unnecessary expenditure,
upgrading of technology and customer standard. Besides this they also faced
competition and challenge on their survival, they forced to improve their
performance. The biggest problem was large amount of NPAs in their assets
portfolio. The national banks were saddled with NPAs of Rs.34027cr. During
2000-01 the growing menace of NPA takes role for efficiency and profitability of
banking sectors. Thus proper management of NPAs for economic growth of the
country is necessary. This study aims to check what is the position and level of
non-performing assets of nationalized banks which is core and heart of public
sector banking in India

and which handles the major position of banking activities in this
country, and also of private sector bank in India.

As per these discussions we have some effective needs of this study.
These are,

This study shows the amount of provisions created by banks
against this type of profit.

We able to know how non-performing assets affected the
economic development.

Now we have details information for different type of policies
taken by the banking sectors.

This study indirectly shows the financial position of banking
sectors.




LITERATURE REVIEW

1. Muniappan(2002) expressed that the problem of NPAs is related to several
internal and external factor confronting the borrowers. The internal factor
are diversion of funds for expansion, diversification and modernisation ,
taking up new project, helping/promoting associate concern, time/cost
overruns during the project implementations stage, business (product,
marketing e. t. c) failure, inefficient management, strained labour relations,
inappropriate technology/technical problems, product obsolescence etc,
while external factors are recession, non-payment in other countries,
inputs/power shortage, price escalation, accidents and natural calamities.

. Mohnanil and Deshmukh (2013) in their article “A study if Non-performing assets
on selected public and private sector Banks ” they have suggested that post
reform era has changed the whole structure of banking sector in India. The
emerging competition has resulted in new challenges for the Indian banks.
Hence parameter for evaluating the analysis for profitability of the indicator
with a focal point on Non-performing assets of public and private sector
banks.

. Rajamohan(Z2012) in his article “Analysis of NPAs of the public sector banks in
India” — he has clearly describes that India banking industry plays a pivotal
socioeconomic development of the country. During the past few years the
banks gain sufficient strength to pose good performance which is reflected
in high growth of low cost deposits, a well diversified credit portfolio across
corporate, retail and small and medium enterprises improved margins and
other income and better quality of assets through a consistent reduction in
Non-performing assets.

. Vivek Shrivastava, Deepak Bansal (2012) did “A study of trends of non-performing
assets in private banks in India” to find out whether there is positive trend
and extent of control of NPA. Data was collected over a period of 5 years
from 2007-2012 from various secondary source and analysed by average a
comparative percentage analysis. It was found that the level of NPAs were
alarming with the public sector Banks In India but there is slightly
improvement in asset quality reflected by decline in NPA percentage. The
bank should take timely action against degradation of good performing
assets.




OBJECTIVES OF STUDY

The Non-performing assets problem is one of the foremost and the
most formidable problems that have shaken the entire banking industry of
India like an earthquake. Like a centre worm, it has been eating the banking
system from within, since long. It has been grown like a cancer and has
infected every limb of the banking system. At macro level, NPAs have
choked of the supply limb of credit to the potential borrowers. There by
having a deleterious effect on capital formation and arresting the economic
activity in the country. At the macro level the unsustainable level of NPAs
has eroded the profitability of banks through reduced interest income and
provisioning requirements. Besides restricting the recycling of funds,
lending to serious assets liability mismatches. Unfortunately the high level
of NPAs of is adversely affecting the profitability. Liquidity and solvency
positions of the banking sectors. Therefore NPA should be brought down to
internationally accepted level.

The objective of the present study are:

1. To understand the concept of NPA.

2. To highlight the NPA position the selected public and private sector
banks.

. To study NPA recovery mechanism.
. To study the achievements of banks for recovery of NPAs.

. Find out trends in NPA level.

. To find out the effects of NPA in economic position of any country.




RESERCH METHODOLOGY

This study is analytical in nature and based on secondary data. Public sector
banks constitute the heart of banking sector because they handle more than
two third of banking business in India .Public sector banks comprise of SBI group
and nationalised banks, this study analyses the trend of NPA of nationalised
banks and private sector banks. The information gathered from the various
annual reports, RBI bulletins and articles. Graphical representation has been
used for study. Some statistical methods, mainly percentage method have been
applied for the analysis of data. Line graphs are used. It examines Gross NPAs,
Net NPAs, and assesses the quality of NPA management and suggests remedies.
The banks selected for the study are prominent banks among all banks in their
respective sector and includes:

1. Public Sector: United Bank of India (UBI) and Punjab National Bank
(PNB).

2. Private sector: HDFC Bank and ICICI Bank.

LIMITATIONS OF STUDY

1. An analysis is made on Non-Performing Assets only. The performing assets
do not pose any problems to credit management.

2. The study is restricted to few banks only.

3. Availability of data is not adequate in some cases.

4. This present study does not ascertain the views from borrowers who are
not directly concerned with management Non-Performing Assets.

5. Time period, taken into consideration is limited, i.e. a six years period.

6. The major limitation of the study has been time consistent. Due tolimited
period the project cannot be complicated extensively.

7. Since the part of the study is based on the perception, the finding may
change over the years in keeping with the changes in environmentalfactors.




CHAPTER-2 [CONCEPTUAL
FRAMEWORK]

NPA-DEFINATION

An assets becomes non-performing when it stop generating income for
the bank. It is actually the ratio of non-performing to total credit. Earlier a non-
performing asset was defined as a credit facility in respect of which the interest
of instalment of principle has remind due for a specific period of time which was
reduce from 4 quarters to one quarter in a phased manner. NPAs are
problematic for financial institution because they depend on interest payment
of income. With a view of moving towards international best practices and to
ensure greater transparency. | have been decided to adopt 90 days overdue
norms for the identification of NPAs from the year ending March 31, 2004, a
non-performing assets shall be a loan or an advance where;

Interest and/or instalments of principle remain overdue for a period of more
than 90 days in respect of a term loan.

The account remains “out of order” for a period more than 90 days, in respect
of an overdraft.

The bills remain overdue for a period more than 90 days in cash of bills
purchased and discounted.

Interest or instalment of principle remains overdue for 2 harvest seasons
but for a period not exceeding 2 half years in case of an advance granted
for agriculture purposes.

» Aloan granted for short duration crops will be treated as NPA if the
instalment of principle or interest remains overdue for two crop seasons.

» A loan granted for long duration crops will be treated as NPA if the
instalment of principle or interest remains overdue for one crop season.

» Any amount to be received remains overdue for a period of more
than 9 days in respect of other accounts.




If any advance or credit facilities granted by banks to a borrower became non-
performing with having any regard to the fact that there many still certain
advances/credit facilities having performing status. As per the prudential acts
suggested by the reserve bank of India, a bank cannot book interest on an NPA
on accrual basis. In other word such interests can be looked only when it has
been actually received.

ASSETS CLASSIFICATION

Assets

|
| |
Performing assets non-performing assets (NPA)

Standard assets Sub- standard Doubtful Loss Assets

Assets Assets

Banks are require to classify non-performing assets further into following
three categories based on the period for which the assets have non-
performing and realizable of dues;

1. STANDARD ASSETS Standard assets are the ones in which the bank is
receiving interest as well as the principle amount of the loan regularly
from the customers. Here it is also very important that in this case the
arrears of interest and the principal amount of loan do not exceed 90
days at the end of financial year. If assets fails to be category of
standard assets that is amount dues more than 90 days then it is NPA
and NPAs are further needed to classify in sub categories.




PROVISIONING ACTS :

» From the year ending 31.03.2000, the banks should make a general
provision of a minimum of 0.40% on standard assets on global loan
portfolio basis.

The provision on standard assets should not be reckoned forarriving
at net NPAs.

The provision should be shown separately as “contingent
provisions against” under “other current liability and provisions”.

. SUB-STASNDARD ASSETS

With effect from 31.03.2005, a sub-standard assets would be one, which
has remained NPA for a period less than or equal to 12 month. In this
case the current net worth of the borrow/ guarantor or the current
market value of the security charged is not enough to ensure recovery
of the dues to the banks in full, and the assets has well-defined credit
weaknesses that the liquidation of the debt and are characterized by the
distinct possibility that the banks will sustain some loss, if deficiency are
not corrected.

PROVISIONBING ACT:

A general provisioning of 15% on the total outstanding amount is made
if the loan is secured, for unsecured loans the total provisioning that
needs to be done is 25% on the outstanding balance.

. DOUBTFUL ASSETS

With effect from 31.03.2005, a loan is classified if it remained in the sub-
standard category for 12 months. It is also a type of non-performing
assets.

PROVISIONING ACT:

e Provisioning of 100% on the total outstanding amount is made if
the loan is unsecured, for secured loans the total provisioning isin
the range of 25% to 100% on the outstanding balance depending
upon the period for which the assets and has remained doubtful.

For not more than 3 years provision should charge 100% on
unsecured advance and 30% on secured advances.

For more than 3 years provision should be create 100%on
unsecured advances and 100% on secured advances.
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4. LOSS ASSETS
A loss assets is one which considered uncollectible and of such little
value that its continuance as a bankable assets are not warranted-
although there may be some salvage or recovery value. Also, these
assets by the bank or internal are external auditors or the RBI
inspection but the amount would not have been written-off wholly.

PROVISIONING ACT:

The entire assets should be written off. If the assets are permittedto
remain in the books for any reason, 100% of the outstanding should
be provided for.

Types of assets Provisions

Standard assets 0.40% for all type of standard advances.

Sub-standard assets 15% on secured assets and 25% on

unsecured assets

Doubtful assets

Up to 1 year 100% of unsecured advances

and 25% on secured advances.

Up to 3 years 100% of unsecured advances

and 30% on secured advances.

More than 3 years 100% of unsecured advances

and 100% on secured advances

Loss assets 100% of unsecured advances

and 100% on secured advances




TYPES OF NPA

Gross NPAs are the sum total of all loans assets that are classified NPAs as
per RBI guidelines as on balance sheet date. Gross NPA reflects the quality of
the loans made by banks. It consists of all the nonstandard assets like as sub-
standard, doubtful, and loss assets. It can be calculated with the help of
following ratio:

GROSS NPAs RATIO = GROSS NPAs

GROSS ADVANCES
NET NPA

Net NPAs are those type of NPAs in which the bank has deducted the
provision regarding NPAs. Net NPA shows the actual burden of banks. Since in
India, bank balance sheet contains a huge amount of NPAs and the process of
recovery and write off of loans is very time consuming, the provisions the banks
have to make against the NPAs according to the central bank guidelines, are
quite significant. That is why the difference between gross and net NPA is quite
high. It can be calculated by following:

GROSS NPA - PROVISION

NET NPAs RATIO =
GROSS ADVANCE

COST OF NON- PERFORMING ASSETS

NPAs affect the profitability, liquidity and competitive functioning of bank
and developmental financial institutions and finally the psychologyof bankers
in respect of their deposition towards credit delivery and credit expansion.
NPAs cause high cost for the bank, as these assets do not into any of
following:

Profits
Capital adequacy
Reductions of other costs

Capital market perceptions.




Capital adequacy ratio:

The CAR was introduced from 1992 after the acceptance of the
NARSIMHAM committee report-I. Capital adequacy ratio (CARs)are Measure
of the amount of a bank’s core capital expressed as a percentage of its risks
weighted assets.

Capital adequacy ratio is defined as:

TIER 1 CAPITAL+ TIER 2 CAPITAL

RISKS WEIGHTED ASSETS

Where Tier 1 capital = (paid up capital+ statutory reserves+ disclosed free
reserve)- (equity investment in subsidiary + intangible assets + current and

brought forward losses)

Tier2 capital =undisclosed reserve + general loss reserves + hybrid debt capital
instruments and subordinated debts. Risks can either weighted assets or the
respective national regulator’s minimum total requirement. If using risk
weighted assets,

TIER 1 CAPITAL+ TIER 2 CAPITAL

RISK WEIGHTED ASSETS

The percent are hold varies from to bank (10% in this case, a common
requirement for regulators conforming to the Basel accords) and is set by
the national banking regulator of different countries.

Two types are capital are measured:

Tier 1 capital which can absorb losses in the event of a winding-up and so
provides a lesser degree of protection to depositors. Basel Il accord made in
January 2000 effective from 2005 added operational risk in the risk weighted
assets (RWA). The operational risk will constitute approximately 20% of
overall capital requirements. Thus under the new method, the revised
formula for CAR is as under:




CAPITAL FUND OF THE BANK

CREDIT RISK + MARKET RISK + OPERATIONAL RISK

Risk weighted assets and other exposures may be computed as

(ASSETS x RISK WEIGHT) + (OFF BALANCE SHEET ITEMSx
CONVERSION FACTORS)

Credit risk refers to the risk that a borrower will default on any type of debt
by failing to make require payments the risk is primary that of the lender and
includes lost principle and interest, disruption to cash flows and increase
collection cost.

Non-performing assets ratio (NPA ratio) The net NPA to loans and
advantages ratio is used as a measure of overall quality of the bank’s loan
book. Net NPAs are calculated by reducing cumulative balances of provisions
outstanding at a period end from gross NPAs Higher ratio reflects rising bad
quality of loans.

NET NON-PERFORMING ASSETS

NPA RATIO =
LOAN GIVEN

Return on assets (ROA) Return on assets ratio is the net income (profit)
generated by the bank on its total assets (including fixed assets). The
higher the proportion of average earning assets, the better would be the
resulting returns on total assets.

NET PROFITS

ROA =
AVERAGE TOTAL ASSETS

Net income per employee (NIPE) is a company’s net income divided by
number of employees. In general the high the number, the more efficiently the
company uses its employees.




EXTERNAL FACTORS

Ineffective recovery — the govt. has set up numbers of recovery
tribunals, which works for recovery of loans and advances. Due to their
negligence and ineffectiveness in their work the suffers the
consequence of non-recover, thereby reducing their profitability and
liquidity.

Wilful defaults -there are borrowers who area able to pay back loans
but are intentionally withdrawing it. These groups of people should be
identified and proper measures should be taken in order to get back 5t
money extended to then as advances and loans.

Natural calamities —this is the major factor, which is creating alarming
rise in NPAs in PSBs. Every now and then India is hit by major natural
calamities thus making the borrowers unable to pay back their loans.
Thus the bank has to make large amount of provisions in order to
compensate those loans, hence end up the fiscal with a reduced profit.

Industrial sickness —improper project handling, ineffective
management, lack of adequate resources, lack of advance technology,
day to day changing govt. Policies give birth to industrial sickness.
Hence the banks that finance those industries ultimately end up witha
low recovery of their loans reducing their profit and liquidity.

Lack of demands —Entrepreneurs in India could not foresee their
product demand and starts production which ultimately piles up their
product thus making them unable to pay back the money they borrow
to operate these activities. The banks recover the amount by selling of
their assets, which cover a minimum level. Thus the banks record the
non-recovered part as NPAs and has to make provision for it.

Change on govt. Policies —with every new govt. Banking sector gets
new policies for its option. Thus it has to cope with the changing
principle and policies for the regulations of the rising of NPAs.

Directed loan system —under this commercial banks are required to
supply 40 percentage of their credit to priority sector. Most
significant sources of NPAs are directed loans supplied to the micro
sectors are problematic of recoveries especially when some of its
units become sick or weak.




Internal factor

Defective lending process —there are 3 cardinal principals of bank
lending that have been followed by the commercial bans since long. |,
principle of safety, Il, principle of liquidity, Il principle of profitability.

Inappropriate technology —due to inappropriate technology and
management information system, market driven decisions on real time
basis can’t be taken. Proper MIS and financial accounting system is not
implemented in the banks, which leads to poor credit collection, thus
NPAs. All the branches of the banks should be computerized.

Poor credit appraisal system —poor credit appraisal is another factor
for the rise in NPAs. Due to poor credit appraisal the bank give
advances to those who are not able to repay it back. They should use
good credit appraisal to decrease the NPAs.

Managerial deficiencies —The banker should always select the borrower
very carefully and should take assets as security to save guard its
interests. When accepting securities bank should considered the: 1.
Marketability, 2. Acceptability, 3. Safety, 4. Transferability.

The banker should follow the principle of diversification of risk based
on the famous maximum do not keep all the eggs in one basket, it
means that the banker should not grant advances to a few big farms.
Only or to concentrate them in few industries or in a few cities. If a new
big customer meets misfortune or certain traders or industries affected
adversely, the overall position of the bank will not be affected.

Absence of regular industrial visit —The irregularities in spot visit also
increases the NPAs. Absence of regularly visit of bank officials to the
customer point decreases the collection of interest andthe principals
on the loan. The NPAs due to wilful defaulters can be collected by
regular visits.

Faulty credit management —like defective credit in recovery
mechanism, lack of professionalism in the work force.

These are the factors of rise in NPAs.




Impact of NPA

NPA impact the performance and profitability of banks. The most notable
impact of NPA is change in banker’s sentiments which make lender credit
expansion to productive purpose. Banks may incline towards more risk free
investments to avoid and reduced riskiness, which is not conductive for the
growth of economy. If the level of NPAs is not controlled timely they will:

Reduced the earning capacity of assets and badly affect the RIO.

The cost of capital will grow up.
The assets and liabilities mismatch will widen.

Higher provisioning requirement on mounting NPAs adverselyaffect
capital adequacy ratio banks profitability.

While calculating economy value additions (EVA= net operating profit-
cost of capital) for measuring performance towards shareholders value
creation, cumulative loan loss provisions on NPAs considered as capital.
Hence it increases cost of capital and reduces EVA.

NPAs causes to decreases the value of share sometimes even below
their book value in the capital market.

NPAs affect the risk facing ability of banks.

Initiative taken by the government

Some recent initiatives taken by the govt. to address the rising NPAs
include:-

Appointment of nodal officers in banks of recovery at their head offices/
zonal offices/ for each debts recovery tribunal (DRT).

Thrust on recovery of loss assets by banks and designating assets
reconstruction companies (ARC) resolution agents of banks.




Directing the state-level bankers’ committees to be pro-active in resolving
issues with the state government.

Sanction of fresh loans on the basis of information sharing amongst
banks. Conducting sectors/ activity-wise analysis of NPAs.

Close watch on NPAs by picking up early warning signals and ensuring
timely corrective stapes by banks including early detection of sign of distress,
amendments in recovery laws, and strengthening of credit appraisal and post
credit monitoring.

A strong banking sector is important for a flourishing economy. The failure
of the banking system recognizes financial distress early, takes prompt stapes
to resolve it, ensure fair recovery for lenders and investors so that banking
sector start functioning without stress.




CHAPTER-3 [PRESENTATION,
ANALYSIS AND DATA FINDINGS]

PRIVATE BANK

In this section, we will analysis the NPA (both gross and net)
position of two private banks ICICI and HDFC during the period of 6
years from 2014-15 to 2019-20. The following table and charts below
will give and over view of NPA in ICIC and HDFC during this specific
period-

TABLE-1 NPA ICICI BANK

ICICI

2014-15

2015-16

2016-17

2017-18

2018-19

2019-20

GNPA

3.78

4.72

5.21

7.89

8.84

6.70

NNPA

1.61

1.12

2.67

4.89

4.77

2.06

GROSS LOANS
AND ADVANCES

100

100

100

100

100

100

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20

GNPA NNPA




GROSS AND NET RATIOS OF ICICI BANKS INTERPRETATION

In the given table, we can see that gross NPA ratio and net NPA
ratios of ICIC BANK during the period of 7 years. NPA ratios of ICICI
BANK are in a decreasing trend from 2014-15 to 2019-20 but an
increasing trend is noticed from the year 2016-17.

TABLE-2 NPA OF HDFC BANK

HDFC

2014-15

2015-16

2016-17

2017-18

2018-19

2019-20

GNPA

0.90

0.93

1.05

1.30

1.36

1.26

NNPA

0.2

0.26

0.33

0.40

0.39

0.36

GROSS

LOANS

LOANS ADVANCES

100

100

100

100

100

100

Axis Title
|

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20

GNPA = NNPA

INTERPRETATION

From the above table, the gross NPA and net NPA ratios of HDFC BANK is shown
for the period of 6 years GNPA and NNPA ratios of HDFC show a fluctuating trend
during the period of 6 years but they have maintained low rate of NPA though out

the period.




TABLE-3 GROSS NPA OF SELECTED PRIVATE BANKS

2014-15

2015-16

2016-17

2017-18

2018-19

2019-20

0.9

0.93

1.05

1.30

1.36

1.26

3.78

4.72

5.21

7.89

8.84

6.70

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20

HDFC ICICI

INTERPRETATION

The above table shows gross NPA Ratios of HDFC and ICICI bank for the
period of 7 years. Both ICICI and HDFC bank show a fluctuating trend of GNPA
during the period but GNPA of HDFC Bank is much lower than that of ICICI.
This indicates successful NPA management by HDFC Bank.




TABLE 4: NET NPA OF SELECTED PRIVATE BANKS

2014-15

2015-16

2016-17

2017-18

2018-19

2019-20

0.2

0.28

0.33

0.40

0.39

0.36

1.61

0.12

2.67

4.89

4.77

2.06

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20

HDFC mICICI

INTERPRETATION

Thus, from the above analysis, it is observed that HDFC bank has shown
remarkable attempt in reducing and maintaining a low NPA percentage over
the years. ICICI bank’s percentage of NPA has gone up as compare to HDFC
bank signifying better management procedure adopted by HDFC bank couple
with graded credit rating and credit appraisal as compared to ICICI bank.
Further if we located the pattern of loans and advances of these banks we
observed that ICICI’s advances have taken a big amount of credit.




PUBLIC BANKS

In this section we shall analysis the NPA (both gross NPA and net NPA)
of two public sector banks. They are UNITED BANK OF INDIA (UBI) and
PUNJUB NATIONAL BANK (PNB) during the period of 6 years i.e. from
2014-15 to 2019-20. The following chart will give an overview of NPA in
UNITED BANK OF INDIA and PUNJUB NATIONAL BANK during the period
as follows:

TABLE 5: NPA OF LBI

UBI 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20

GNPA 9.49 4.96 8.70 15.73 14.98

NNPA 8.5 2.71 5.25 . 8.42 6.85

GROSS LOANS 100 100 100 100
AND ADVANCES

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20

GNPA NNPA

INTERPRETATION

The above table shows the gross and net NPA ratio of UNITED BANK OF
INDIA during the period of 6 years. From the table it is seen that NPA of UNITED
BANK OF INDIA has an increasing trend from 2010-11 onward. While during
2014-15 there has been a slide decrease in the trend.




TABLE-B NPA OF PNB

PNB

2014-15 2017-18

2019-20

GNPA

5.25 12.53

15.50

NNPA

2.85 7.81

6.56

GROSS LOAN
AND ADVANCE

100 100

100

2014-15

INTERPRETATION

2015-16 2016-17 2017-18 2018-19

GNPA = NNPA

The above table shows the gross and net NPA ratio of Punjab National
Bank during the period of 6 years. From the table a constant increase in the

trend of NPA of

PNB has been noticed.




TABLE-7 GROSS NPA OF SELECTED PUBLIC BANKS

2014-15

2015-16

2016-17

2017-18

2018-19

2019-20

9.49

4.96

8.70

11.17

15.73

14.98

5.25

6.55

12.90

12.53

18.38

15.50

™ 2014-15 m™2015-16 2016-17 2017-18 m2018-19 ™ 2019-20

INTERPRETATION

The above table shows gross NPA ratio of UNITED BANK OF INDIA and
PUNJAB NATIONAL BANK during the period of 6 years. It is observed that UBI
bank is showing fluctuating trend from 2010-11 to 2014-15. During the period
2010-11 & 2011-12 it has shown a slight increase in trend, but a rapid increase
during 2013-14. There has been a slight decrease in trend in 2014-15. In case of
PNB a constant increase in the trend of NPA had been noticed.




TABLE-8 NET NPA OF SELECTED PUBLIC BANKS

2014-15

2015-16

2016-17

2017-18

2018-19

8.5

2.71

5.25

6.65

8.42

2.85

4.06

8.61

7.81

11.24

2014-15

2015-16

2016-17

2017-18

2018-19

PNB

INTERPRETATION

From the above analysis, it is observed that amongst nationalized banks
we observe that UBI has the high NPA as compared PNB, though also a high
growing trend over the past 6 years. This scan further be proved by the fact that,
due to rising NPA, UBI’s advance exposure has come down compared with PNB.
On investigation of this high rise in NPA, in case of UBI, it was revealed that
advances mostly to agricultural sector were not recoverable, it was observed in
primary data which was collected though interview with officials of UBI. The
exact figure of agricultural advances was not available in published data. Thus,
it is evident that the overall NPA condition has a direct negative impact over
advancement of loans amongst public sector banks.




COMPARISON BETWEEN THE PUBLIC SECTOR AND PRIVATE SECTOR BANK IN
TERMS OF NPA MANAGEMENT.

TABLE-3 GNPA OF PUBLIC SECTOR BANK VS GNPA OF PRIVATE SECTOR BANKS

YEAR
2014-15 2015-16 2016-17 2017-18 2018-19 2019-20

GNPA OF

PUBLIC
BANKS

GNPA OF

PRIVATE
BANKS

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20

Series1 Series2

INTERPRETATION

The above table shows gross NPA of private and public banks during the
period of 6 years. Here it is observed that GNPA ratios of public sector banks are
in increasing trend and is much higher than that of private sector banks, as
private banks securitize loans based on exposure risk. High amount of social
financing by the public bank attribute to rise in NPA.




TABLE-10 NNPA OF PUBLIC SECTOR BANKS

2014-15 2015-16 2016-17 2017-18 2018-19

OF
PUBLIC
SECTOR
BANKS

NNPA
OF
PRIVATE
SECTOR
BANKS

2014-15 2015-16 2016-17 2017-18 2018-19 2019-20

NNPA OF PUBLIC BANK NNPA OF PRIVATE BANK

INTERPRETATION

Time series data showing the comparison between the private and
public sector banks. It is noticed that public bank have a high percentage of NPA
then that of the private banks suggesting that the quantum of loans disbursed
by the private banks in term of credit appraisal, credit evaluation and monitoring

of repayment has been comparatively better than public banks.
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CHAPTER 4: CONCLUSION AND
RECOMMENDATION

CONCLUSION

From the study it is quite evident that the NPAs have a negative influence on
the achievement of capital adequacy level, funds mobilization and deployment
policy, banking system credibility, productivity and overall economy. On one
hand, the public sector banks which are the said to be a focal point of the Indian
banking system are in trouble with excessive govt. equity, excessive NPAs and
excessive manpower, while on the other hand the private sector bank are
merging themselves through adoption off most up-to-date expertise and
technology systems. Therefore considerable efforts are requirement at I.
Ministry of finance and all the banks level to control the menace of NPAs. The
public sector banks should not be loaded with the objectives of social welfare
and profitability which seems to be mutually incongruent. While gross NPA
reflects the quality of the loans made by banks, NPA shows he actual burden of
banks. He banks have to take pivotal role to reduce NPAs in a time bound
strategic approach. There has been a continuous decease in the time to declare
a long as non-performing. The continuous decease in the time period is actually
done to reduce gap between the international banking norms. His move is
undoubtedly help to reduce the NPA level which is earn improves the assets
quality off the banks. This scenario will crave for a strong political will. When
backed by the strong political and financial consciousness, Indian banks will
certainly able to find a satisfactory solution to the increasing problem of
mentioned NPAs.




RECOMENDATION

Banks should find out the original reasons of the loanrequired

by the borrower.

Proper identification of the guarantor should by checked by the Bank
including security of his/ her wealth.

Framing reasonably well documented loan policy and rules.

Sound credit appraisal on well-settled banking norms with emphasis
on reducing in gross NPAs rather than net NPAs.

Position of overdue accounts is reviewed on a weekly basis tobe
slippage of fresh accounts of NPA.

Bank should ensure that there is no diversion of funds
disbursed to the borrower.

Bank officials should frequently visit the unit and should assessthe
physical conditions of the assets, receivable and stock therein.

While advancing loans, the three principle of bank lending, theseare
principal of safety, principal of liquidity and principal of profitability
must be adhere to.

Bank should get the non-encumbrance and valuation of the primary
and collateral securities done.

Bank should critically examine and analyse the reason behindtime
overrun.

Creation of a separate “recovery department” with special recovery
officer.

There surely is a need to distinguish between wilful and non-wilful
defaulters. In case of the latter category of defaulters, the law should
not be as harsh as in case of former category.

Bank officers should not forget the ethics of doing job.

Due to lower credit risk and consequent higher profitability, greater
encouragement should be given to small borrowers.

Recovery competition system should be extended among the staff
members. The recovering highest amount be felicitated
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1.1. BACKGROUND OF THE STUDY

Theidea of national GST in India was first mooted by Kelkar Committee in the
year 2004. The Committee recommended nationa GST. The first
announcement for the introduction of GST was made in Budget Speech on 28th
April, 2006 by the then Finance Minister, P. Chidambaram. The proposed target
date to introduce nationwide GST was 1st April, 2010. The Empowered
Committee of State Finance Ministers (EC) which had formulated the design of
State VAT was requested to come up with aroadmap and structure for the GST.
Joint Working Groups of officials having representatives of the States as well as
the Centre were set up to examine various aspects of the GST and draw up
reports specifically on exemptions and thresholds, taxation of services and
taxation of inter-State supplies. Based on discussions within and between it and
the Centra Government, the EC released its First Discussion Paper (FDP) on
GST in November, 2009. This spells out the features of the proposed GST and
has formed the basis for discussion between the Centre and the States so far.
The Constitution of India was amended from 16th of September, 2016 to make
provision for the introduction of GST. By this amendments in the Constitution
both the Centre and the States shall have concurrent power to levy and collect
the GST on both goods and services. In 12" April, 2017 the act under GST
passed out and received the president’s assent.

1.2. Literature Review

Garg (2014), anaysed the impact of GST on Indian tax scenario. He tried to
highlight the objectives of the proposed GST plan along with the possible
challenges and opportunity that GST brings. He concluded that GST is the most
logical step in Indian indirect tax reforms. Further he mentioned that experts say
that GST is likely to improve the tax collection and boost the economic
development of the country.

Kumar (2014), concluded that GST will help in eradicating economic
distortion by current Indian tax system and is expected to encourage unbiased
tax structures which will be indifferent to geo locations.
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Sehrawat & Dhanda (2015), conducted a study focused on advantages and
challenges of GST faced by India in execution. They concluded that a
simplified and transparent tax system was the need of Indian economy. Pointing
out the various advantages they said that GST will provide India a world class
tax structure and a seamless tax system but it will depend upon effectiveness of
Implementation.

Khurana & Sharma (2016), conducted a study with a view to explore various
benefits and opportunities of GST by throwing a light on its’ background,
objectives of proposed GST plan and its impact on Indian tax scenario. They
concluded that GST implementation will definitely benefit producers and
consumers although its’ implementation requires concentrated efforts of all
stake holders especially central and state government.

Munde & Chavan (2016), conducted a study to discuss the pros and cons of
GST and accordingly make suggestions to minimise loopholes and make it
more effective. They concluded that if the probable loopholes are dedlt
effectively, tax payers will accept the change brought upon and if proceduresin
GST proves to be simple and assures the involvement of interest of all
stakeholders then definitely it will lead to economic development and
rationalization of prices.

Lourdunathan & Xavier (2017), conducted a study based on exploratory
research technique on the basis of past literature to study the opinions of
manufacturers, traders, society etc. about the GST and the challenges and
prospects of introducing GST in India. They concluded that no doubt GST
stands with one tax one nation slogan and will provide relief to producers as
well as consumers. Its efficient implementation will lead to resource and
revenue gains. They also said that seamless credit and return processing without
human intervention requires educating, training, and conducting workshops on
GST on the part of government.
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1.3. Objective of the Study:

1) To study and understand the concept and types of GST.

2) To know how to calculate GST.

3) To know the difference between old and new tax system.

4) To learn about the positive and negative parts of GST.

5) To find the Advantages and Disadvantages of GST.

6) To learn the effects of GST in each sector of economy in India
7) To know which products fall under GST and there different rates.
8) Things get cheaper and costlie

1.4. Resear ch M ethodoloqy

Research methodology means the data which is collected from either primary or
secondary sources of data for analysis. Primary data is data originated for the
first time by the researcher through direct efforts and experience, specifically
for the purpose of addressing his research problem. Secondary data implies
second-hand information which is already collected and recorded by any person
other than the user for a purpose, not relating to the current research problem.

But we al well know about the critical COVID 19 pandemic situation. Due to
this| could not go out for data collection. Moreover, depending on the nature of
the study, this report is totally based on secondary data.

1.5. Plan of work:

Chapterl: Introduction
Chapter 2: Conceptua framework
Chapter3: Dataanaysis and finding

Chapter4: Conclusion
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2. Conceptual framewor k

2.1. Introduction of GST

The goods and services tax (GST) is a tax on goods and services sold
domestically for consumption. The tax isincluded in the final price and paid by
consumers at point of sale and passed to the government by the seller.
The GST isacommon tax used by the majority of countries globally.

= Supply of o,

& a4 s
-&°¢:P°@ Goods & iy o, -
Qéi‘;fq Services S, By
/ Inter-State Intra-State \
IGST CGST+SGST

\ Location of the supplier Location of the supplier
4

ppppppppppppppppppp and the placa of supply
re in different States are in same State

GST can be categorised in four different heads such as:

1. State Goodsand Services Tax (SGST): State Government collects this tax.

2. Central Goods and Services Tax (CGST): Centra Government collects
thistax.

3. Union Territory Goods and Services Tax (UTGST): Union Territory
Government collects this tax.

4. |Integrated Goods and Services Tax (IGST). It is collected by the Central
Government for inter-state transactions and imports.

e SGST (State Goods and Service Tax): SGST is levied by the govt. on
intra-state goods and services transactions. The revenue collected by state
goods and service tax is earned by state govt. where transactions are
made. SGST subsumes earlier taxes such as VAT, entertainment tax,
luxury tax, octroi, tax on lottery and purchase tax.

e UGST (Union territory Goods and Service Tax): In case of union

territory like Andaman and Nicobar Islands or Chandigarh, SGST is
replaced by UGST or Union territory goods and service tax.
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e CGST (Central Goods and Service Tax): CGST islevied by the central
govt. on intra state goods and service transactions. The central
government collects the revenues and shared between state and centre.

e |IGST (Integrated Goods and service tax): IGST is a tax levied on
interstate goods and service transactions. It is applicable on imports and
exports as well. Under IGST, the taxes charged are shared by both centre
and state. The SGST part of the tax goes to state wherein the goods and
services are consumed.

IGST also helps business owners to claim Input Tax Credit. It’s a facility
that checks cascading tax and helps business owners to save at every

stage.

2.2. How to Calculate GST

The formulafor GST calculation:
1. Add GST: GST Amount = (Original Cost x GST %) /100
Net Price = Original Cost + GST Amount

2. Remove GST: GST Amount = Original Cost — [Origina Cost x {100/
(100+GST %)} ]

Net Price = Original Cost — GST Amount.

GST calculation Example: Let’s assume that a product is sold for Rs.
2,000 and GST applicable to that product is 12 %.Then the net price of the
product becomes Rs. 2,000 + 12% of Rs.2, 000.

Thiscomes out as Rs. 2,000 + Rs. 240 = Rs. 2,240

Impact on Product Pricing of GST: Central and State Government is
caled Centra GST (CGST) and State GST (SGST), respectively levies
indirect tax. For intra-state transactions, the seller will charge buyer taxes such
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as CGST and SGST which is to be paid to the Central and State Government,
respectively. Below is an example of such type of GST which shows the
impact of GST on product pricing:

Price of a product sold from Nagpur Price of a product sold from Nagpur to

to Hyderabad = Rs.1,000 Hyderabad = Rs.1,000

VAT @ 10% = Rs.100 CGST @ 5% = Rs.50 + SGST @ 5% = Rs.50

Cost of a product sold from Nagpur Cost of a product sold from Nagpur to

to Hyderabad = Rs.1,100 Hyderabad = Rs.1,100
Profit = Rs.1,000 Profit = Rs.1,000
Selling Price = Rs.2,100 Selling Price = Rs.2,100
CST @ 10% = Rs.210 IGST @ 10% = Rs.110

Total cost of theproduct = Rs.2,310  Total cost of the product = Rs.2,210
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2.3.

Positive and negative parts of GST: GST has divided the
goods and services into various categories and applied the tax
from 5 % to 28 % It has its own pros as well as cons.

Elucidating on these prospects:-

Positive | mpact of GST:

- With GST, India is now a
unified market and the foreign investment has increased in
India. The goods that are manufactured within India because of
their reduced costs have become more competitive in
international market leading to growth in export. The
implementation of Goods & Services tax puts Indiain the line of
international tax standards, making it easier for Indian
businesses to sell in the global market.

Fewer Tax- GST has two constituents: The central GST and the
State GST. The Central GST will replace - Service Tax, Central
Excise Duty, and Custom Duty etc. The State GST will replace -
State VAT, Central Sales Tax, Tax on Advertisements, Luxury
Tax, Purchase Tax, Entertainment Tax etc. Before GST, there
were so many taxes and now they have replaced all these taxes
and duties with Central GST and State GST.

Reduce the cost of doing business- GST has changed VAT all
over India. Now we do not need to pay different amounts of
taxes in different states. It is one tax system for all states of
India and so we have already got rid of various taxes and duties
on our businesses.

Transparency- The tax administration has started working
corruption free. Also enabling sales invoices to show the tax
applied has resulted in transparency.
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Negative impact of GST:

e Dual Control - GST is being referred to as a single taxation
system but in redlity it is a dua tax because both the state and
centre both will collect separate tax on a single transaction of
sale and service.

e |Incumbent increase of the cost of some commodities - The tax
rate has been increased for many products, thus increasing their
Costs.

e Some sector are at a loss- Sectors like Textile, Media, Pharma,
Dairy Products, IT and Telecom are bearing the brunt of a
higher tax. Also the price of commodities has increased like
jewellery, mobile phones and credit cards.

e Real Estaie Market affected - Economists are of the opinion that
GST in India has adready had a negative impact on the redl
estate market. It has added up to 8 percent to the cost of new
homes and reduced demand by about 12 percent.

2.4. Advantages and Disadvantages of GST
e Advantages of GST
1) GST eliminates the cascading effect of tax
2) Higher threshold for registration
3) Composition scheme for small businesses
4) Simple and easy online procedure
5) The number of compliancesis |esser
6) Defined treatment for E-commerce operators
7) Improved efficiency of logistics
8) Unorganized sector is regulated under GST

e Disadvantages of GST
1) Increased costs due to software purchase
2) Not being GST-compliant can attract penalties

13| Page




3) GST will mean an increase in operational costs

4) GST came into effect in the middle of the financial year
5) Adapting to a complete online taxation system

6) SMEs will have a higher tax burden

2.5.

The effects of GST in each sector of economy in India

Simplification of the tax structure: Reduces tax burden on
producers and fosters growth through more production. The
current taxation structure, pumped with myriad tax clauses,
prevents manufacturers from producing to their optimum
capacity and retards growth. GST will take care of this problem
by providing tax credit to the manufacturers.

Enhanced pan India operations: Different tax barriers, such as
check posts and toll plazas, lead to wastage of unpreserved
items being transported. This penaty transforms into major
costs due to the higher needs of buffer stock and warehousing
costs. A single taxation system will eliminate this roadbl ock.
Transparency in GST system: There will be more transparency
in the system as the customers will know exactly how much
taxes they are being charged and on what base.

Increased revenues: GST will add to government revenues by
extending the tax base.

Fostering production: GST will provide credit for the taxes paid
by producers in the goods or services chain. This is expected to
encourage producers to buy raw material from different
registered dealers and is hoped to bring in more vendors and
suppliers under taxation purview.

Increase in Exports: GST will remove the custom duties
applicable to exports. The nation's competitiveness in foreign
markets will increase on account of lower costs of the
transaction.
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e SME support: Under the Composition Scheme introduced by
GST, the small and medium-sized enterprises (SME's) can now
register. According to their annual turnover, they can pay taxes
through this scheme.

2.6. Productsfall under GST and thererates on 2020-21

Tax
Rates Products
0.25% | Cut and semi-polished stones are included under this tax dab.
Household necessities such as edible oil, sugar, spices, tea, and coffee (except
5% instant) are included. Coal, Mishti/Mithai (Indian Sweets) and Life-saving drugs
are also covered under this GST dab.
12% | Thisincludes computers and processed food
18% Hair ail, toothpaste and soaps, capital goods and industrial
° | intermediaries are covered in this slab, mobile phone specified parts
Luxury items such as small cars, consumer durables like AC and Refrigerators,
28% | premium cars, cigarettes and aerated drinks, High-end motorcycles are included

here, lottery (both state owned and state authorised)

Though edible items like sugar, tea and coffee are included in the 5%
slab, milk does not attract any tax under the new GST regime. The
idea behind this is to ensure that basic food items are available for
everyone but instant food is kept out of this category.

*Basic household items like toothpaste and hair oil, which currently
attract 28% tax, will be taxed at 18% only.

*Sweets will also be taxable at 5%.

*Tax rates on coal has also been reduced from 11.69% to just 5% in
order to relieve the pressure on power industries.
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*GST also gives a major push to domestic industries as they will be
able to procure seamless input credit for capital goods. Make in India
campaign is set to flourish after this reform.

Government has also imposed GST on Services with the same 4-tier
tax structure as of goods. GST rates on services comprising of 5%,
12%, 18% and 28% comes with various pros and cons for the
consumers. However, government has exempted healthcare and
educational services from the purview of the GST.

The Goods and Services Tax council has passed the rate slabs at NIL,
5%, 12%, 18%, 28%. Some of the services categorized under
different slabs are mentioned below:

Nil GST

. Chargeable services offered on Basic Savings Bank Deposit
(BSBD) account opened under the PMJIDY (Pradhan Mantri Jan Dhan
Y ojana)

« Hotd accommodation for transaction value per unit per day being Rs.

1000 or less
5% Tax Slab
Work! ng Goods . Renting a Trar?spor.t Transport by air (scheduled)/air
for printing | transportedin motor cab servicesin AC o .
. travel for purpose of pilgrimage via

of avessel from without fuel | contract/stage or .

. . . . chartered/non-scheduled flights
newspapers | outside India cost radio taxi
Tour Leasing of Print media
operator .

. arcrafts ad space

services
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12% Tax Slab

Rail
transportation . .
of goodsin . Food /drinks at Renting of . Railway wegons,
. Air travel . accommodation for coaches, rolling stock
containers . restaurants without .
. excluding . more than Rs.1000 and | (without refund of
from athird AC/heating or
economy . . less than Rs.2500 per accumulated Input
party other liquor license q Tax Credit/ITC)
than Indian Y
Railways
Construction Hotel accommodation
of building IPrightsona | Movie Ticketsless . . for transaction value
Chit fund services by )
for the temporary than or equal to foremen per unit per day
purpose of basis Rs. 100 ranging between Rs.
sae 1001 to 7500
18% Tax dab
Food/drinks : Renting for . Hotel accommodation for
at Food /drinks at Outdoor accommodation for transaction value per unit
restaurants | restaurantswith caterin more than Rs.2500 but or dav being Rs %50 1or
with liquor | AC/heating g less than Rs.5000 per per ogy grs
. more
license day
Circus,
Indian Movie
classical, Supply of works | Tickets Supply of food,
folk, contract over Rs. shamiyana, and party
theatre, 100 arrangement
drama
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28% Tax Slab

Entertainment events-amusement
facility, water parks, theme parks, joy
rides, merry-go-round, race course, go- Race club services Gambling
carting, casinos, ballet, sporting events
like IPL

Food/drinks at AC 5-star hotels

Mentioned below are the important loans and their GST rates:
(@) Persona Loan- 18%

(b) Home Loans- 18%

(c) Car Loan- 18%

GST on Cars

Subsequent to bringing cars under the GST regime, the GST rate on cars has
been fixed at 28% for al persona use vehicles featuring a petrol or diesel
driven engine. However, in addition to GST, a composition cess is also
applicable to cars over and above the GST Rate. Thus the overal tax rate
applicable to vehicles under GST ranges from 29% to 50%. Lower rates of
taxation are however applicable to cars driven by cleaner technologies such as
fuel cdlls (including hydrogen fuel cell) and e ectric vehicles. Know more about
GST on cars.

GST on Gold

Subsequent to introduction of GST on items made from gold such as gold
jewellery, the current GST rate on gold is 3%. However, a 5% GST rate is

18| Page




applicable to making charges applied to gold jewelery in case the
manufacturing is outsourced to a job worker. This can however, be charged as
input tax credit (ITC) by the jeweller and only a 3% GST charge is applied to
the final bill paid by the purchaser of gold jewellery items. Know more about
GST on Gold and impact of GST on the gold industry

GST On Real Estate

GST is applicable to real estate purchases only if you are purchasing an under
construction property. The GST rate applicable to such commercia or
residential transactions is 12% till 31st March 2019. From 1st April, the
applicable GST Rates on residential real estate will be 5% for non-affordable
housing properties and 1% for affordable housing properties. No GST is
applicable in case you are purchasing a ready to move in property. Additionaly,
different GST rates are applicable to various building materials used in the
construction of houses/flats. This can range from 5% (sand, marble rubble, etc.)
to 28% (cement, etc.). Know more about GST impact on real estate in India

GST on Food

Food items especialy fresh food mostly carry a Nil GST rate. However,
packaged food stuff and semi-processed/processed foods do feature GST rates
starting from 5% up to 18%. While no food stuff are currently included in the
highest 28% GST bracket, the 18% rate of GST is applicable to some common
food products such as chocolates as well as baked goods such as cakes. Know
more about applicable GST on Food

Upcoming productsin GST Rates Slab

The Government is going on with some new tactics to bring in some of the
products under GST system. As hinted by the former Finance Minister, the late
Arun Jaitley, there could be an inclusion of products under GST with the
reduction of GST rates on some products. Major products which can come
under GST rates slab includes:

Petroleum products- Petrol and Diesel

Land
Electricity

Others
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Total Revisonsin GST Rates

Till date, , there has been 42 GST council meetings held, 42nd GST council
meeting was held on 05 October 2020 and the following decisions have been
taken regarding GST rates.

e GST exemption provided to satellite launch services by ISRO, Antrix
Corporation and New Space India Limite (NSIL) to encourage the space
launching servicesin India

e The non-acohol based sanitizers will continue to be taxed at an 18% GST
rate

2.7. list of things get cheaper and costlier

Thingsto get cheaper

The following are the things that will get cheaper for the common
men:

e Prices of movie tickets

e [ood gains, edible oil

e Dining in restaurants

e Books, pencils, notebooks etc

e Two wheelers

e Cod and coa products

e SUV’s or luxury or premium cars
e Stayingin hotels

e Television

e Other entertainment services

e Washing machines

e Tea, coffee and other masalas

e Stones

e Eggs, curd, butter, paneer

e Toothpaste, hair products, cereals and soaps

Thingsto get costlier

The following things are expected to become costlier under GST for
the common men:
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Mobile bills.

Renewal premium for life insurance policy
Banking and investment management
Resident rent

Health care

School fees

Courier fees

Courier services

Aerated drinks

Cigarettes and tobacco

Basic luxurious for the common man like wi-fi and DHT
services
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Chapter - 3

Presentation of Data Analysis and Findings

3.1. ANALYSISOF DATA

The analysis is based on a questionnaire on Effects of GST focusing on the
above matters.

Approached to: More than 100 individuals of 18-25 years of age group were
asked to fill up the questionnaire.

Analyzed: The anaysis is being made based on the sample response of 50
individuals.
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3.2. Response and findings:

1. IsGST helpsto Reduced Tax Evasion?-

During the survey, | took opinion of 50 businessmen about how they have
been affected by GST. | have done my survey considering strongly agree,
agree, neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through the Table and Pie chart:

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 18 36
2 Agree 10 20
3 Natural 8 8
4 Disagree 4 16
5 Strongly disagree 10 20
Tota 50 100

Sources Data collected from primary data through questionnaire method:

Response

| 1. strongly agree
W 2. Agree

3. Natural
H 4. Disagree

m 5.Strongly Disagree

Interpretation: - According to above table, it is i.e. 36% of them are
strongly agree, 20% of them are agree, 8% of them are neutral, 16% of them are
disagree and 20% of them are strongly disagree. So, it is concluded that

majority peoples are said that GST helps to reduce tax evasion.
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2. Isreturn filing under GST easy?

During the survey, | took opinion of 50 businessmen about how they have been
affected by GST. | have done my survey considering strongly agree, agree,
neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through the Table and Column chart:

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 9 18
2 Agree 11 22
3 Natural 12 24
4 Disagree 8 16
5 Strongly disagree 10 20
Total 50 100

Sour ces Data collected from primary data through questionnaire method:

Response

25%

20%

15%
10%

M Response
5%

0%

Strongly Agree \'\\_E . “7
Agree Natural Disagree Strongl;\(
disagree

Interpretation: - Above figure depicted that, 18% respondents responds
strongly agree, 22% of them are agree, 16% of them are disagree and 20% of
them are strongly disagree and mgjority of them i.e. 24% are neutral. S0, it is
concluded that majority peoples are neutral about return filing under GST.
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2. Was GST implemented in haste?

During the survey, | took opinion of 50 businessmen about how they have
been affected by GST. | have done my survey considering strongly agree,
agree, neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through the Table and Pie chart:

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 11 22
2 Agree 17 34
3 Natural 9 18
4 Disagree 8 16
5 Strongly disagree 5 10
Total 50 100

Sour ces Data collected from primary data through questionnaire method:

Response

B Strongly Agree
B Agree
Natural

M Disagree

I nter pretation: - According to above table, it is shows that majority of the
respondents i.e. 34% of them are agree, 22% of them are strongly agree, 18% of
them are neutral, 16% of them are disagree and 10% of them are strongly
disagree. S0, it is concluded that maority and cum majority people agreed that
GST was implemented in hurry.
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4. State whether India’s past tax structure was complicated and
inconvenient?

During the survey, | took opinion of 50 businessmen about how they have been
affected by GST. | have done my survey considering strongly agree, agree,
neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through the Table and Pie chart:

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 11 22
2 Agree 21 42
3 Natural 13 26
4 Disagree 4 8
5 Strongly disagree 1 2
Tota 50 100

Sour ces Data collected from primary data through questionnaire method:

Response

2%

B Strongly agree
H Agree

Natural
M Disagree

Strongly agree

Interpretation: - According to above table, it is shows that mgjority of the

respondents i.e. 42% of them are agree, 22% of them are strongly agree, 26% of
them are natural, 8% of them are disagree and 2% of them are strongly
disagree. S0, it is concluded that mgority and cum majority people agreed that
India’s past tax structure was complicated and inconvenient.
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5. Does sales volume growth improve after GST?

During the survey, | took opinion of 50 businessmen about how they have been
affected by GST. | have done my survey considering strongly agree, agree,
neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through the Table and Column chart:

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 7 14
2 Agree 8 16
3 Natural 3 6
4 Disagree 15 30
5 Strongly disagree 17 34
Total 50 100

Sour ces Data collected from primary data through questionnaire method:

Response

40%
35%
30%
25%
20%
15%
10%

5%

0% . . . .

Strongly Agree Agree Natural Disagree Strongly disagree

I nter pretation: - Above figure depicted that, 14% respondents responds
strongly agree, 16% of them are agree, 6% of them are neutral and 30% of them
are disagree and mgjority of themi.e. 34% are strongly disagree. S0, itis
concluded that majority people said that volume growth does not improve after
GST.
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2. Did business suffer after GST implementation?

During the survey, | took opinion of 50 businessmen about how they have
been affected by GST. | have done my survey considering strongly agree,
agree, neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through the Table and Column chart

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 6 12
2 Agree 11 22
3 Natural 5 10
4 Disagree 12 24
5 Strongly disagree 16 32
Total 50 100

Sour ces Data collected from primary data through questionnaire method:

Response
35% -
30% A
25% -
20% -
15% -
10% -
5% -
0% T T . T .
Strongly Agree Agree Natural Disagree strongly
Disagree

Inter pretation: - Above figure depicted that, 12% respondents responds
strongly agree, 22% of them are agree, 10% of them are neutral and 24% of
them are disagree and majority of them i.e. 32% are strongly disagree. So, it
Is concluded that majority peoples said that business suffer after GST
implementation.
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3. Statewhether price of all essential commodities comes down
after introduction of GST?

During the survey, | took opinion of 50 businessmen about how they have
been affected by GST. | have done my survey considering strongly agree,
agree, neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through the Table and Pie chart

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 9 18
2 Agree 9 18
3 Natural 8 16
4 Disagree 11 22
5 Strongly disagree 13 26
Total 50 100

Sour ces Data collected from primary data through questionnaire method:

Response

H Strongly Agree
Agree

i Natural

H Disagree

M Strongly disagree

Interpretation: - It isclearly shown that 18% of them are strongly agree, 18%
of them are agree, 16% of them are neutral, 22% of them are disagree and 26%
of them are strongly disagree. S0, it is concluded that majority people did not
agree that the price of all essential commaodities come down after introduction

of GST.
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4. 1sGST aweapon against corruption?

During the survey, | took opinion of 50 businessmen about how they have
been affected by GST. | have done my survey considering strongly agree,
agree, neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through the Table and Pie chart

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 20 40
2 Agree 10 20
3 Natural 7 14
4 Disagree 6 12
5 Strongly disagree 7 14
Total 50 100

Sour ces Data collected from primary data through questionnaire method:

Response

B Strongly Agree
M Agree

Natural
M Disagree

m Strongly disagree

Inter pretation: - According to above table, it is shows that mgjority of the
respondents i.e. 40% of them are strongly agree, 20% of them are agree, 14%
of them are neutral, 12% of them are disagree and 14% of them are strongly
disagree. So, it is concluded that majority and cum majority people agreed that
GST isaweapon against corruption.
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5. Did profit margin shrank after GST?

During the survey, | took opinion of 50 businessmen about how they have
been affected by GST. | have done my survey considering strongly agree,
agree, neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through the Table and Column chart

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 10 12
2 Agree 14 22
3 Natural 4 10
4 Disagree 10 24
5 Strongly disagree 12 32
Total 50 100

Sour ces Data collected from primary data through questionnaire method:

Series 1

30

25

20 -

15 A

10 A

5

0 - . .

Strongly Agree Agree Natural Disagree Strongly disagree

Interpretation: - It is clearly shown that 20% of them are strongly agree, 28%
of them are agree, 8% of them are neutral, 20% of them are disagree and 24% of
them are strongly disagree. S0, it is concluded that majority people said that
profit margin shrank after GST.
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6. Should GST beimplemented earlier? -

During the survey, | took opinion of 50 businessmen about how they have
been affected by GST. | have done my survey considering strongly agree,
agree, neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through the Table and Pie chart

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 9 18
2 Agree 12 24
3 Natural 11 22
4 Disagree 9 18
5 Strongly disagree 9 18
Total 50 100

Sour ces Data collected from primary data through questionnaire method:

Response

H Strongly Agree
W Agree

Natural
M Disagree

m Strongly disagree

Interpretation: - It is clearly shown that 18% of them are strongly agree, 26%
of them are agree, 22% of them are neutral, 18% of them are disagree and 16%
of them are strongly disagree. S0, it is concluded that majority people said that
GST should be implemented early.
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7. IsGST trandgtion from the past tax system friendly, for all the

business? —

During the survey, | took opinion of 50 businessmen about how they have been
affected by GST. | have done my survey considering strongly agree, agree,
neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through the Table and Pie chart

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 14 28
2 Agree 11 22
3 Natural 7 14
4 Disagree 9 18
5 Strongly disagree 9 18
Total 50 100

Sour ces Data collected from primary data through questionnaire method:

Response

B Strongly Agree
W Agree

Natural
B Disagree

m Strongly disagree

Interpretation: - It is clearly shown that 28% of them are strongly agree,
22% of them are agree, 14% of them are neutral, 18% of them are disagree
and 18% of them are strongly disagree. So, it is concluded that mgjority
people said that GST istransition from past tax system friendly for al the

busi ness.
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8. Can goods and services be properly categorised into different tax

slabs? —

During the survey, | took opinion of 50 businessmen about how they have
been affected by GST. | have done my survey considering strongly agree,
agree, neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through the Table and Column chart

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 7 14
2 Agree 16 32
3 Natural 8 16
4 Disagree 7 14
5 Strongly disagree 12 24
Total 50 100

Sour ces Data collected from primary data through questionnaire method:

Response

Strongly

Agree
Agree & Natural

Disagree

Strongly
disagree

I nter pretation: - According to above table, it is shows that mgjority of the
respondentsi.e. 32% of them are agree, 14% of them are strongly agree, 16%
of them are neutral, 14% of them are disagree and 24% of them are strongly
disagree. So, it is concluded that majority peoples are agreed that GST could
be properly categorised into different tax dabs.
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9. GST will help and ease the process of starting a businessin India. Do
you agree? —

During the survey, | took opinion of 50 businessmen about how they have
been affected by GST. | have done my survey considering strongly agree,
agree, neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through the Table and Pie chart

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 4 8
2 Agree 11 22
3 Natural 7 14
4 Disagree 9 18
5 Strongly disagree 19 38
Total 50 100

Sour ces Data collected from primary data through questionnaire method:

Sales

B Strongly Agree
H Agree

Natural
M Disagree

m Strongly disagree

Inter pretation: - Above figure depicted that, 8% respondents responds strongly
agree, 22% of them are agree, 14% of them are neutral and 18% of them are
disagree and mgjority of them i.e. 38% are strongly disagree. So, it is concluded
that mgjority peoples are strongly disagreed that GST will help ease the process
of starting abusinessin India
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10. Onlinetax procedure made the process transparent. Do you agree? —

During the survey, | took opinion of 50 businessmen about how they have been
affected by GST. | have done my survey considering strongly agree, agree,
neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through the Table and Pie chart

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 11 22
2 Agree 23 46
3 Natural 6 12
4 Disagree 12
5 Strongly disagree 4 8
Total 50 100

Sour ces Data collected from primary data through questionnaire method:

Sales

B Strongly Agree
B Agree

Natural
M Disagree

m Strongly disagree

Inter pretation: - According to above table, it is shows that mgjority of the
respondentsi.e. 46% of them are agree, 22% of them are strongly agree, 12% of
them are neutral, 12% of them are disagree and 8% of them are strongly
disagree. So, it is concluded that majority peoples are said that online tax

procedure made the process transparent.
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11. Should GST beimplemented earlier?

During the survey, | took opinion of 50 businessmen about how they have been
affected by GST. | have done my survey considering strongly agree, agree,
neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through thetable and bar chart

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 9 18
2 Agree 13 26
3 Natural 11 22
4 Disagree 18
5 Strongly disagree 8 16
Total 50 100

Sour ces Data collected from primary data through questionnaire method:

Strongly disagree

Disagree

Natural

Agree

Strongly Agree

!

0%

5% 10%

15% 20%

25% 30%

Interpretation: - It isclearly shown that 18% of them are strongly agree, 26%
of them are agree, 22% of them are neutral, 18% of them are disagree and 16%
of them are strongly disagree. S0, it is concluded that majority people said that
GST should be implemented early.
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12. Was GST transaction from the past tax system friendly convenient for

all the business?

During the survey, | took opinion of 50 businessmen about how they have been
affected by GST. | have done my survey considering strongly agree, agree,
neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through thetable and bar chart

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 14 28
2 Agree 11 22
3 Natural 7 14
4 Disagree 9 18
5 Strongly disagree 9 18
Total 50 100

Sour ces Data collected from primary data through questionnaire method:

Response

B Strongly Agree
H Agree

Natural
M Disagree

W Strongly disagree

Interpretation: - It is clearly shown that 28% of them are strongly agree, 22% of
them are agree, 14% of them are neutral, 18% of them are disagree and 18% of
them are strongly disagree. S0, it is concluded that majority people said that
GST istransition from past tax system friendly for all the business.
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13. Can goods and services be properly categorised into different tax slabs?

- During the survey, | took opinion of 50 businessmen about how they have
been affected by GST. | have done my survey considering strongly agree, agree,
neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through the table and column chart

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 7 14
2 Agree 16 32
3 Natural 8 16
4 Disagree 14
5 Strongly disagree 12 24
Total 50 100

Sour ces Data collected from primary data through questionnaire method:

Strongly
Agree

Agree

Natural I
Disagree \/

Strongly

disagree

Inter pretation: - According to above table, it is shows that mgority of the
respondentsi.e. 32% of them are agree, 14% of them are strongly agree, 16% of
them are neutral, 14% of them are disagree and 24% of them are strongly agree
So, it is concluded that majority peoples are agreed that GST could be properly
categorised into different tax slabs.
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14. GST will help and easethe process of starting a businessin India. Do

you agree? —

During the survey, | took opinion of 50 businessmen about how they have been
affected by GST. | have done my survey considering strongly agree, agree,
neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through the table and bar chart

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 4 8
2 Agree 11 22
3 Natural 7 14
4 Disagree 9 18
5 Strongly disagree 19 38
Total 50 100

Sour ces Data collected from primary data through questionnaire method:

Strongly disagree

Disagree

Natural

Agree

Strongly Agree

i E

25 30 35 40

o
(6]
=
o
[
(6]
N
o

I nter pretation: - Above figure depicted that, 8% respondents responds strongly
agree, 22% of them are agree, 14% of them are neutral and 18% of them are
disagree and majority of themi.e. 38% are strongly disagree. So, it is concluded
that majority peoples are strongly disagreed that GST will help ease the process
of starting abusinessin India
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15. Online tax procedure made the process transparent. Do you agree? -

During the survey, | took opinion of 50 businessmen about how they have been
affected by GST. | have done my survey considering strongly agree, agree,
neutral, disagree and strongly disagree as parameter of my survey.

Analysis has been shown below through thetable and pie chart

Sr. No. Response No of Respondents | Parentage (%)
1 Strongly Agree 11 22
2 Agree 23 46
3 Natural 6 12
4 Disagree 6 12
5 Strongly disagree 4 8
Total 50 100

Sour ces Data collected from primary data through questionnaire method:

Sales

B Strongly Agree
M Agree

Natural
M Disagree

m Strongly disagree

Inter pretation: - According to above table, it is shows that mgority of the
respondentsi.e. 46% of them are agree, 22% of them are strongly agree, 12% of
them are neutral, 12% of them are disagree and 8% of them are strongly
disagree. So, it is concluded that majority peoples are said that online tax
procedure made the process transparent.
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4. Conclusions and Suggestions

4.1. Conclusions

4.1 Conclusions: - It ismy first project and | feel nervous but as the time pass, |
remove my nervousness with the help of my supervisor. Tax system of raising
money of finance govt. all government requires payment of money taxes from
people. My project based on goods and services tax on small and medium
enterprises. | get some information from my Secondary survey through the
internet that proved people welcome GST. When | do the survey, | fined lots of
opinion on the internet basis of the questions. | get different type of data from
20 businessmen. Thereafter | made adata analysis. Finally, | reached my project
conclusion. Now | discuss this conclusion and given below. On survey sheet
there are 13 questions on of which if they suffer for implementation of GST in
hurry or not, most of people said they are not prepared well for the GST. But
they agreed it helped in proper accounting and getting legal provider. Also, they
agreed GST will alow flexibility in transfer of goods across state and reduce
the cost of doing business areform will cut down.

4.2 Recommendations: - | fulfilled my objective that | studied. | got some
knowledge from my project that will also help in my future. | faced some
barriers but | solved all the barriers. Especially working on most of secondary
data and few primary data for this project was little hard for me.

4.3. Suggestions for ssimplification of GST :-

o Simplification of GST Return. There should be single Return, for al
types of registered person divided into different sections and may be
made half yearly like Service Tax Returns.

¢ Registration should be centralised instead of State specific.

e There should be only one rate of GST, say 18% and abatement provision
may be introduced for different category of supply or separate Vauation
Rules may be introduced.

e Service sector should also be included in Composition scheme.

e Petroleum products & liquor should aso be brought within the ambit of
GST.
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44 LIMITATIONSOF THE STUDY

Every project/research work has its own limitations. Like my project has own
limitations. But we have to work of these limitations and find our way, so that
we can achieve the required aim. Some of the limitations of my project are —

e Limited availability of time for completing the project work, which is not
sufficient to carry out a proper project and analysis.

e The study mostly based on secondary data and Primary data. Due to
pandemic situation of COVID19 Primary data collection is very difficult. |
have to work hard to complete the Project.

e Lack of Primary data.

e | had little knowledge about GST on small and medium enterprises. So, |
faced some problems in analyzing information.
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6. ANNEXURE

Questionnaire

PART-A

Biographical Information

1) Name of the respondent (optional): -
2) Address of the respondent (optional): -
3) Communication Details (optional): -
a) Phone No: -

b) E-mail Id: -

4) Gender: -

e Made()
e Femae()
e Others()

5) Age (inyears): -

e 18-27()
o 28-37()
o 38-47()
e 48-57()
e 58-67()
e 68andabove ()

6) Qualification: -

e UptoH.S. ()
e Upto Graduate ()
e Post Graduate & above ()

7) Business experience (in years): -

e uptolOyears()
e Upto20vyears()
e above20years()
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Questionnaire

PART-B

Q.1. IsGST helpsto reduce tax evasion? —

Strongly agree ()
Agree()

Neutra ()
Disagree ()
strongly disagree ()

Q.2. Isreturn filling under GST easy? -

Strongly agree ()
Agree()

Neutra ()

Disagree ()
Strongly disagree ()

Q.3. Was GST implemented in haste? -

Q.4. State whether India’s past tax structure was complicated and inconvenient-

Q.5. Does sales volume growth improves after GST? -

Strongly agree ()
Agree()

Neutra ()

Disagree ()
Strongly disagree ()

Strongly agree ()
Agree()

Neutra ()

Disagree ()
Strongly disagree ()

Strongly agree ()
Agree()

Neutral ()
Disagree ()
Strongly disagree ()

Q.6. Did Business suffers after GST implementation? -
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e Strongly agree ()

e Agree()

e Neutrd ()

e Disagree()

e strongly disagree ()

Q.7. State whether price of all essential commaodities come down after introduction of
GST -

Strongly agree ()
Agree()

Neutra ()

Disagree ()
Strongly disagree ()

Q.8. IsGST aweapon against corruption? -

e Strongly agree ()

o Agree()

e Neutrd ()

e Disagree()

e Strongly disagree ()

Q.9. Wereyou very well prepareto face GST transaction?

e Strongly agree ()

o Agree()

e Neutrd ()

e Disagree()

e strongly disagree ()

Q.10. Have profit margin shrunk after GST? -

e Strongly agree ()

o Agree()

e Neutrd ()

e Disagree()

e Strongly disagree ()

Q.11. Should GST be implemented much earlier? -

Strongly agree ()
Agree ()

Neutra ()

Disagree ()
Strongly disagree ()
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Q.12. Was GST transaction from the past tax system friendly convenient for al the business?

e Strongly agree()

e Agree()

e Neutrd ()

e Disagree()

e Strongly disagree ()

Q.13. Can goods and services be properly categorised into the different tax slabs? -

e Strongly agree()

o Agree()

e Neutrd ()

e Disagree()

e Strongly disagree ()

Q.14. GST will help and ease the process of starting abusinessin India. Do you agree? -

e Strongly agree ()

o Agree()

e Neutrd ()

e Disagree()

e Strongly disagree ()

Q.15. Online tax procedure mode the process transparent. Do you agree? -
e Strongly agree ()
o Agree()
e Neutrd ()

e Disagree()
e Strongly disagree ()
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