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Abstract— Agricultural marketing system is an efficient way 

by which the farmers can dispose their surplus produce at a 

fair and reasonable price. Improvement in the condition of 

farmers and their agriculture depends to a large extent on the 

elaborate arrangements of agricultural marketing. A scheme 

for the promotion of Agricultural sector and Agriculture 

Marketing was considered and National Agriculture market 

(NAM) was introduced by the central government. NAM 

Involves all the farmer and traders in the regulated markets 

with a common e-commerce platform for a transparent, 

impartial trade of Agri-commodities. As the Goods and 

Service Tax (GST) is being introduced with the objective of 

having a unified tax structure for goods and services, this is 

likely to facilitate and strengthen the Scheme on National 

Agricultural Market aimed at an integrated system of market 

of agriculture produce at the national level, allowing free flow 

of agricultural commodities across states. The present paper 

tries to explore the opportunities created by the Goods and 

Service Tax on farming sector and agriculture marketing in 

India. 
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I. INTRODUCTION 

Agriculture provides the principal means of livelihood for 

over 58.4% of India's population. It contributes 

approximately one-fifth of the total gross domestic product 

(GDP) and accounts for about 10% of the total export 

earnings and provides raw material to a large number of 

industries. The term agricultural marketing include all those 

activities which are mostly related to the procurement, 

grading, storing, processing, transporting and financing of the 

agricultural produce. Thus, Agricultural marketing comprises 

all operations involved in the movement of farm produce 

from the producer to the ultimate consumer.  

 One of the biggest taxation reforms in India the 

(GST) is all set to integrate state economies and boost overall 

growth. Good and Services Tax (GST) was envisaged to have 

a simple harmonized tax structure with operational ease 

leading to a single unified market at national level for goods 

and services while ensuring that there is no negative revenue 

impact on the states. An improved supply chain mechanism 

due to GST would reduce the time taken for inter-state 

transportation. Most of the indirect taxes levied on 

agricultural products, would be subsumed under GST. It 

would provide each trader, the input credit for the tax paid on 

every value addition. This will create a transparent, hassle-

free supply chain which would lead to free movement of 

Agri-commodities across India. GST is crucial for creating a 

path regarding the successful implementation of National 

Agricultural Market (NAM). 

II. OBJECTIVES 

The objectives of the research paper are – 

 To understand the meaning of Goods and Service Tax 

and Agriculture marketing. 

 To know the condition of agriculture marketing before 

introduction of GST. 

 To bring forward the developmental role through 

implementation of GST on agriculture marketing. 

III. GOOD AND SERVICE TAX (GST) AND AGRICULTURE 

MARKETING 

Agricultural products were always subject to diversity in the 

taxation rates so a single rate of goods and service tax would 

benefit the national agricultural market and help the farmers 

and traders to sell their products in any part of the country and 

receive the best price for their product. GST will also include 

in its ambit tax related to trading in oilseeds, cereals etc which 

previously were outside the tax structure and thus will benefit 

the consumers and processors by eliminating the negative 

impact of price on the trade of such products. 

 The final consumer will thus bear only the GST 

charged by the last dealer in the supply chain, with set-off 

benefits at all the previous stages. The uniformity in tax rates 

and procedures across the country will lead to various 

benefits for the economy and the consumers. . The GST, 

unlike the present system, will allow the supplier at each stage 

to set-off the taxes paid at previous levels in the supply chain. 

It is essentially a tax on value added at each stage. The final 

consumer will thus bear only the GST charged by the last 

dealer in the supply chain, with set-off benefits at all the 

previous stages.  

IV. THE NATIONAL AGRICULTURAL MARKET (NAM) 

The concept of NAM is conceived as a scheme to be 

implemented under the supervision of Ministry of Agriculture 

and Farmers Welfare, Government of India. To ensure 

efficiency in agricultural marketing the scheme envisages 

networking of selected markets to a common electronic 

platform to be developed by the Central Government 

facilitating trade and transparency. The identified regulated 

markets across the country will be integrated with the 

common e-platform to provide farmers and traders with 

access to opportunities for purchase and sale of Agri-

commodities at optimal prices in a transparent manner across 

the country. The commodities brought in the market linked to 

the National Market will be traded on the basis of their 

assessment/grade specification electronically. 

 The settlement of payments will be made 

electronically by integrating financial institutions with the 

Market. The concept has the potential of eventually 

developing into a comprehensive model facilitating 

integration of markets, functionaries and services like 
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warehousing, banking, insurance, finance, promotion, etc. 

The market will lead to enhanced regional cooperation. The 

common market is expected to have an advantage over 

existing markets in terms of transparency, competition, 

efficiency, market information, risk, price signal, etc due to 

operation on e-portal, participation of large number of traders 

and integration of various services. It is a paradigm shift in 

the existing structure of agricultural marketing requiring 

business re-engineering. Condition for Implementation of 

NAM The concept though does not propose to change the 

basic state supported marketing structure but calls for their 

integration to the national marketing system.  

V. AGRICULTURE SECTOR BEFORE GST 

Most of the agricultural commodities are perishable in nature 

and every state is imposing the tax according to its own rates 

of indirect tax system.  Some states in India like Maharashtra, 

Punjab, Gujarat, Haryana earn more than Rs 1000 crores from 

charging CST/OCTROI/Purchase Tax. There are certain food 

items like rice, sugar, salt, wheat, flour which are exempted 

from CENVAT. Under the state VAT, cereals and grains are 

taxed at the rate of 4%. Agricultural products go through a lot 

of licensing and a number of indirect taxes (VAT, Excise 

duty, Service tax) under the current tax laws. GST would 

subsume all the above taxes. Hence these states would need 

to be compensated for the loss of revenue. The taxes 

applicable on agricultural trade in addition to the market fee 

vary from state to state. 

Sr.No. Major States Commodities and  Sales Tax 

1 
Andhra 

Pradesh 
All Commodities  4% 

2 Gujarat 
Spices- 3%,  Aniseed- 2%, 

Cotton-4%, Cummin-2% 

3 Goa Cashewnut-2%, 

4 Haryana Food grains-4%, Pulses-4% 

5 Karnataka 
Food grains- nil, Pulses-2%, 

Oilseeds-4% 

6 Maharashtra 
All agricultural products are 

exempted from sales tax 

7 Kerala Rs. 4-8% 

8 Uttar Pradesh 
Foodgrains-4%, Oilseeds and 

others-4% 

Table 1. Degree of Market Distortions 

Source: cleartax.in 

 Some of the States are imposing Purchase Tax and 

Development Cess on sale of agricultural produce in the 

markets. States like Punjab, Haryana, and Maharashtra 

charge their own State taxes, i.e. CST or Purchase tax or 

octroi. Maharashtra, earns more than 13,000 crore annually 

from octroi. Gujarat, on the other hand, earns about 5,000 

crore from the CST. Agrarian states such as Punjab and 

Haryana earn more than 2,000 crore from purchase tax. 

 Most of raw Agri-commodities including rice, 

wheat, milk, fresh fruits and vegetables, etc are in the zero-

tax slab and rightly so as they are consumed by masses. state 

like Punjab which contributes maximum grains to the central 

pool, imposes taxes and various cess to the extent of 12% on 

wheat and rice. In a country still ridden with poverty, 

imposing such high levels of taxation on wheat and rice was 

nothing short of rent-seeking from the Centre and distorting 

the markets 

 Therefore, on account of subsuming this Tax/Cess 

in to GST may adversely affect the income of States. GST 

will combine all these taxes and states will no longer be able 

to charge them. These states will need to be compensated for 

all the revenue they stand to lose due to GST.  

VI. THE GOODS AND SERVICES TAX (GST) 

The Goods and Services Tax proposes to introduce a single 

tax on supply of goods and services or both, by amalgamating 

all the central indirect taxes (excise duty, countervailing duty 

and service tax) and state indirect taxes (VAT, luxury tax, 

entry tax, octroi, etc). GST seems to be more comprehensive, 

compliable, simple, harmonized and development oriented 

tax system. It is essentially a tax on value added at each stage. 

The final consumer will thus bear only the GST charged by 

the last dealer in the supply chain, with set-off benefits at all 

the previous stages.  

 As per the Model GST law “Agriculture" with all its 

grammatical variations and cognate expressions, includes 

floriculture, horticulture, sericulture, the raising of crops, 

grass or garden produce and also grazing, but does not include 

dairy farming, poultry farming, stock breeding, the mere 

cutting of wood or grass, gathering of fruit, raising of man-

made forest or rearing of seedlings or plants.  

VII. DEVELOPMENTAL ROLE OF GST IN AGRICULTURAL 

MARKETING 

GST is crucial for creating a path regarding the successful 

implementation of NAM. . It would be a destination based 

consumption tax. GST would apply to all goods other than 

exempted goods, alcoholic liquor for human consumption 

and specified petroleum products. It would apply to all 

services barring a few to be specified. The effect of the newly 

introduced Good and Services Tax regime is calculated to be 

overall positive on the agriculture industry 

 Most of the indirect taxes levied on agricultural products, 

would be subsumed under GST would provide each 

trader, the input credit for the tax paid on every value 

addition. This will create a transparent, hassle-free 

supply chain which would lead to free movement of 

Agri-commodities across India. 

 Fertilizers an important element of agriculture was 

previously taxed at 6% (1% Excise + 5% VAT). In the 

GST regime, the tax on fertilizers has been increased to 

12%. The same impact is on Tractors. Wavier on the 

manufacture of Tractors is removed and GST of 12% has 

been imposed. This is beneficial as now the 

manufacturers will be able to claim Input Tax Credit. 

 India’s milk production in 2015-16 was 160.35 million 

ton, increased from 146.31mt in 2014-15.Currently, only 

2% VAT is charged on milk and certain milk products 

but under GST the rate of fresh milk is NIL and skimmed 

milk is kept under 5% bracket and condensed milk is 

going to be taxed at the rate of 18%.\ 

 Tea is probably one of the most crucial items in an Indian 

household. The price of tea might also increase due to the 

tax rate of 5% under GST rate from the current average 
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VAT rate of 4-5% with Assam and West Bengal with the 

exception of 0.5 and 1%. 

 The amalgamation of various taxes into one will simplify 

the procedure and help in evolution of a common and 

Unified market - market at national level. The 

implementation of GST is expected to bring uniformity 

across states and centre which would make tax support 

policy of a particular commodity effective. 

 Increase in tax revenue is projected due to better 

compliance and broader tax base this will facilitate 

production and Increase in exports due to cost effective 

production. The terms of trade can also be expected to 

improve in favour of agricultural manufactured goods. 

 The burden of tax on goods is expected to fall under GST 

leading to benefits to the consumers.  

 The implementation of GST is expected to facilitate the 

implementation of National Agricultural Market on 

account of subsuming all kinds of taxes/cess on 

marketing of agricultural produce as well as it would 

ease interstate movement of agricultural commodities 

which would improve marketing efficiency,  

 Facilitate development of virtual markets through 

warehouses and reduce overhead marketing cost. 

Agricultural commodities are perishable in nature in 

varying degrees therefore trade is influenced by the time 

required for transportation.  

 The Goods and Service Tax envisages smooth flow of 

goods across states leading to competitive and 

transparent prices with likelihood of increased share to 

the farmer in the value created in agricultural 

commodities. Act The Economist (Nov 8, 2014) reports 

that long distance trucks in India are parked for 60 per 

cent of the time during transportation. The simple 

uniform tax regime is expected to improve the 

transportation time, and curtail wastage of precious food.  

 The ease of availing tax credit under GST regime is 

expected to boost inter-state trade leading to achieving 

the objectives of National Agricultural Market. The 

prices of agricultural goods would increase between 0.61 

percent and 1.18 percent whereas the overall prices of all 

manufacturing sector would decline between 1.22 

percent and 2.53 percent. 

 The prices of basic staples wheat and paddy (rice)  in 

open market should come down by 5-7%, as most grain-

surplus states impose at least that much tax. This was a 

major distortion in driving the private sector. Now, with 

zero taxes, the private sector may come back to buy 

wheat and rice from surplus states, giving a fillip to 

grain-milling. At an all India level, FCI may save 

anywhere from `6,000-8,000 crore, But then, surplus 

states like Punjab, Haryana, Andhra Pradesh, Madhya 

Pradesh and Chhattisgarh may lose this tax revenue 

which they are getting from FCI or GoI. There is a 

provision for compensating losing states for five years by 

the Centre. Rationalisation of mandi taxes and associated 

cess and levies will be the biggest gain from GST as far 

as agriculture is concerned. 

 

 

 

Agriculture 

Goods 
Old 

Rate 
GST 

Diff 

(%) 

Cheaper 

Seed, Organic compost 

without brand 
0 0 0 

Headpump and its parts 12.5 5 -7.5 

Tractor 12.5 12 -.5 

chemical fertilizer 12 5 -7 

Expensive 

Tractor Tire & Rim 12.5 18 +5.5 

Other tractor parts 12.5 18 +5.5 

Harvester, Earth, Grader, 

Parts 
0 12 +12 

Insecticide 5.5 18 +11.5 

Table 2. GST Rates on Agriculture Products 

Source: krishijagran.com 

 The national agricultural market which coincides with 

the proposed reforms in taxation through GST may help 

in developing a system ensuring balanced distribution of 

the value created. Presently small scale of operations and 

low level of processing in agriculture may be one of the 

reasons limiting agricultural commodities to avail 

benefits of GST unlike manufactured goods. NAM is 

expected to help scale size of business and attract big 

players making the agricultural marketing reach a level 

to start availing benefits offered by GST. 

 Implementing GST would be the first step towards 

liberalizing the marketing of agricultural products and 

creating a smooth transaction of goods.  Good quality 

products which are manufactured or produced in one part 

of the country can easily find a market place in other part 

of country in the absence of multiple taxation burden. 

 One of the other positive factor that GST would bring in 

is that it would make the agri- machineries affordable to 

the small and marginal farmers in India which was 

beyond their reach due to high excise duty on the 

machinery. This ease in the transportation of agricultural 

products will not only save time and avoid wastage in 

case of perishable goods but will also improve the 

marketing and virtual market growth. 

VIII. WAY FORWARD 

The states fear to lose their power to impose and collect taxes 

and loss of revenue. The extended period of negotiations and 

deliberations helped in putting the apprehensions of states to 

rest on loss of revenue and losing fiscal independence. The 

establishment of national agricultural market involving 

participation of various states is likely to face similar 

problems of consensus building among states on various 

aspects dealing with revenue and related apprehensions. 

 Fertilisers, which currently attract VAT varying 

between 0% and 8% (in several states), will now attract 12% 

tax under GST. That means the prices of fertilisers are likely 

to go up by 5-7%, unless the government decides to absorb 

this by increasing subsidy. Pesticides are put in the 18% slab, 

up from the 12% excise they attract today and VAT of 4-5% 

in some states. Tractor rates are tricky. Several components 

and accessories of it are put in the 28% slab, while tractors 
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themselves are in the 12% slab, up from zero excise and VAT 

of 4-5%.  

 It is not very clear yet whether the input credit claims 

to cover taxes already paid on components and accessories 

will exceed the final tax rate of 12% on tractors, and therefore 

there could be a scope for reduction in tractor prices; or the 

tax on components may be rationalised and the applicable rate 

brought down from 28% to 12%.  

 The taxation structure for processed food is not very 

encouraging. For example, fruit and vegetables juices under 

GST will be taxed at 12%, up from current 5%; fruit jams, 

jellies, marmalades, fruit and vegetable purees, etc, will be 

taxed at an even higher 18%, up from 5%. This is surprising 

as it will discourage the development of food processing 

industry, especially for perishable fruits and vegetables. 

There are also speculations that implementation of goods and 

service tax would hike the price of agricultural products to 

between 0.61% to 1.18%. 

IX. CONCLUSION  

From industry experts to small farmers to common citizen all 

are quite hopeful to get a fruitful result from this GST regime. 

Agricultural goods are perishable in nature and thus are often 

influenced by the amount of time taken in its transportation. 

The implementation is expected to boost the agricultural 

market as taxation under a subsumed single rate would make 

the movement of agricultural commodities hassle free as the 

products would be able to reach places via trucks in a better 

way. Interstate trading of a particular product often is 

subjected to various taxes, permission, license required for 

different states at every point of their transaction. The goal of 

National Agricultural Market (NAM) and Goods and Service 

Tax (GST) are similar in that both are aimed to create a 

common national market. The proposed GST rate should 

provide consistency in tax of processed and unprocessed food 

items so that processed food comes within the reach of all the 

consumers. 
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