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A Study of Impact of GST on Entertainment
Industry in Pune City

Dr. (Mrs.) Shilpa R Kulkarni, Mr. Sudhindra Apsingekar

Abstract

Goods and Services Tax (GST) is one of the key initiatives in India in the field
of indirect tax reforms. By combining a large number of state and central taxes
into a single tax, the GST sought to mitigate the ill effects of double taxation and
pave the way for a common national market. GST is a determined government
effort to transform the tax structure of the economy into a destination-based
consumption tax and avoid the cascading effect of taxes.The Indian media and
entertainment Industry is a fastest growing sectorand is globally the fifth largest
media and entertainment market. This white paper attempts to provide insight
into the impact of GST on entertainment industry in Pune city and highlight key
issues of implementation. This research is a focused study to understand impact
of changes in tax rates under GST regime for various subcategories of
entertainment sector like movies, Direct to home (DTH), cable services, various
dance forms, advertisement & sporting events. This research paper endeavor to
highlight the changes witnessed by entertainment sector under GST & attempts
to find out future challenges of this sector.

Keywords : GST, Entertainment Industry, Indian Economy, Indirect taxes,
Service sector.

Introduction:

Media and entertainmentindustryis one of the key & fastest growing
sector in India. The business recorded a growth of 11.76% in 2017 with
a market size of USD 19 billion. Business is hoping to accomplish a
market size of USD 100 billion by 2025. India is considered to be the fifth
largest Media & Entertainment market in the world. Various other factors
like digital India initiative, access to mobile phones at economical cost &
reduced data traffics additionally helped for growth of this sector.

The various key subsectors of Media & entertainment industry are
TV, print media, movies, sport events, music, digital adds, animation, gaming
etc. TV, movies & print medium are the three biggest subareas of media
& entertainment industry in Maharashtra & in India.

Need for Study

Introduction of GST is one of the key initiatives in India since 2017.
The GST is a national concern and has received considerable attention
from tax professionals, the business community, consumer groups,
politicians etc. The details below highlight the need for systematic research
in this area.
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* The successful implementation of GST in the entertainment industry
has received mixed reviews from experts and tax professionals.
Significant analysis is required to assess the short-term trade-offs
and long-term payback of GST implementation.

* GST is a nationwide tax. However, all state-specific taxes are
aggregated, so a detailed area specific analysis is required to examine
the effectiveness of GST implementation in a particular area.

* GST faced some implementation challenges after its introduction in
India. It is therefore important to weigh the benefits of GST in
entertainment industry against near-term implementation challenges.

Objectives

» To evaluate the impact of GST on Entertainment business.

» To understand difference between traditional indirect tax system and
GST for entertainment area.

* A presentation of the benefits and difficulties of GST in the
entertainment industry.

GST impact on Entertainment sector

List of the entertainment tax generally charged by states in pre-GST
era is between 0% to 110%. Highest entertainment tax was applicable
in Jharkhand (110%) whereas states like Assam, Rajasthan & Punjab
are the states with low or nil entertainment tax. Entertainment tax for
Maharashtra was 45% in pre-GST era.

Service tax on entertainment services in VAT regime

Service Tax 15%
Abatement 60%
Effective Service tax 40%o0f 15% = 6%

Table below shows the GST rates for various sub segments of
entertainment industry:
Type GST Rate
Circus,All dance forms, TheatreDrama 18%
Movies, Movie festivals, Amusement parks, Sporting events | 28%

Cinema

Inpre-GST era,entertainment tax generally charged by stateson movie
tickets was inbetween 0% to 110%.Under GST regime, GST rate of
18% is applied on all movie tickets with price less than Rs 100. If ticket
cost is more than Rs100 then GST rate of 28% is applied. In the
stateswhere entertainment tax washighlike Jharkhand or Uttar
Pradesh,movie ticket prices would go down under GST. On the other
hand, for people from few other states would have to pay more for movie
ticket if pre-GST tax rate was less than 28% in their state. Food and
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beverageswill attract 18% GST as they fall under the supply of food/
drinks in outdoor catering. Hence GST would have a positive or negative
effect on cinema industry, depending on the state.

DTH and Cable Services

Under the new GST regime the prices of DTH and cable services
are less compared to old VAT regime.Earlier, these services were eligible
for entertainment tax of 10-30% in addition to the service tax levy of
15%. Under the GST regime, DTH & cable services are subject to fixed
18% GST rate.

Amusement Parks

Under the old tax system, ticket prices for amusement park were
subject to only 15 % of service tax. However, Under GST, tickets for
amusement or theme park are subject to 28% tax rate. This change in
tax rate will make the complete experience of amusement park expensive.

Cricket & Concerts

All sporting events are subject to 28% GST which is approximately
8% more than previous VAT regime.GST rate for circus, theatreand all
dance forms is set to 18%, whichis lower than the previous VAT regime

Advertising in Print Media

Under GST regime, 5% GST isapplicable if an advertisement agency
buys space from the newspaperand sell it further to clients on its own
account. However, if the advertisement agencyact as an agent of the
newspaperthen it would be liable to pay GST of 18% of the commission.

Following are the few studies around GST implementation which
highlights various aspects of GST & Indian economy.

Ehtisham Ahmed and Satya Poddar review Goods and Services Tax
Reform and Government-to-Governmental Considerations in India and
found that although the benefits of GST are tightly linked to the concept
of GST law, however GST would result in a simpler and more evolved
framework for evaluation (Ahamad et al., 2009).

Nitin Kumar examined goods and services taxes and showed that the
GST would be the most useful framework to eliminate financial harm
and ensure a consistent and simple customs framework across the country
(Kumar, 2014).

A study “Research paper on the impact of the Goods and Services
Tax (GST) on the Indian economy,” argues that with introduction of the
GST, government is targeting India's huge population to the potential
inflation. Research further points out that efforts should be made to mitigate
against potential inflation (Dani, 2016).
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Research methodology

Sampling Technique: Researcher have used Purposive sampling
technique for this research.

Universe and sample size: All people aged 25 years and living in
and around the Pune area were considered part of the population for this
study. A sample size of 200 is chosen for this study.

Sampling unit: Population unit belonging to the age group of 25 years
and older were treated as the sampling unit.

Sampling Frame: Selected areas of Pune City such as Dhayari,
Sinhgad Road, Sadashiv Peth are considered as sampling frames.

Data Analysis

After conducting a survey with a sample size of 200, a data analysis
of the responses received from customers and industry representatives
was conducted. For this study researcher have prepared a 25-item
questionnaire and employed an interview technique. Data analysis and
interpretation of some of the key questions are provided below.

Table 1: Do you think Implementation of GST & changed prices
affect your buying behavior in entertainment area.

Sr. No Response Numbers
1 Yes 101
2 No 74
3 No Idea 25
Impact of GST on buying behavior in entertainment area
25
.

mlvyes 2No 3 Noldea

Fig.1: Impact of GST on buying behavior in entertainment area.

Fig.1 indicate perception of entertainment sector customers post GST
implementation. Approximately half of the population confirms that GST
will result in buying behavior changes for entertainment area.
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Table 2 : Do you think GST will lead to easier administration &

simplified procedures for businesses.

Sr. No Response Response in Numbers
1 Yes 162

2 No 25

3 No Idea 13

mivVes ®INOC Ihoiiea

Fig. 2: GST Procedures & Administration
Fig.2 shows 81% of the sample population believes that GST will

reduce cascading of taxes, which will simplify taxation procedure and
administration.

Findings

1.

GST has simply changed the view of individuals for entertainment
industry. Increased rate of GST for some segments of Entertainment
industry is compensated by Input Tax Credit (ITC) facility given under
GST to Entertainment sector.

. This Study additionally observed that average citizens are not

completely mindful about itemized changes that GST made in this
area. Particularly the distinction in tax rate dependent on category of
entertainment.

. Improved perception —The execution of the GST will help improve

the image of the sector as businesses work under greater
responsibilities and stricter solvency requirements.

. Changes in tax rates in entertainment sector is positive for customers

in Maharashtra. In the long term, businesses and customers will benefit
from increased transparency and accountability that sector functions
have so far avoided.

. Additional Local body tax -Individual states are allowed to levy an

additional local body tax (LBT) over & above GST for movie tickets.
This feature makes movie tickets as only product with double taxation.
The rate of LBT is decided by the state.

6. Availability of ITC — Input tax credit for services is available under
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GST regime. This means, input GST paid on services like catering,
renting a space etc. can be adjusted with output GST due from sell of
tickets.

7. This research Study notices some viable difficulties in Implementation
of GST in Entertainment industry. Some of them are as beneath.

» Each input cost as far as materials, work, and so forth must be
independently and altogether broke down to give appraisals of
absolute GST due.

» Advantage of input tax credit is applicable to GST paid however,
currently no system is set up to analyze an increase in other non-
GST costs because of transition.

8. Summary of advantages and difficulties of GST in Entertainment
industry are as follow

Advantages of GST in Entertainment industry
* GST removes cascading impact of indirect taxes in entertainment
area.
 Simple methodology for tax computation & fewer compliances.
* Defined treatment for E-business administrators.
» Improved transportation & logistics proficiency.

Difficulties of GST in Entertainment industry
* Increased costs because of software product buying.
» Not being GST-consistent can draw in penalties.
* Increase in operative expenses.
+ Difficulty in adapting to a total online tax collection framework.

Conclusion

The entertainment industryconsists of important subsegments like
movies, DTH & cable services, amusement parks, advertisements etc.
Changes in tax rates in movie sector is positive for customers in
Maharashtra & Pune as tax rate changed from 45% in VAT regime to
28% under GST. The new GST system & tax rate changes seen positive
for the multiplex owners in Maharashtra and expected to boost their
profitability. This is primarily because of availability of input tax credit
(ITC) on the fixed costs associated with multiplex. The prices of DTH
and cable services and advertisement in print media have come down
with the implementation of GST. As the usage of DTH and cable services
have increased, this would benefit the end consumer. The ticket prices
for amusement parks and for concerts have increased under the
newstructure. This idea of entertainment, especially going for a concert
or to the amusement park issignificant in city like Pune & hence this area
of entertainment is negatively affected by GST. Overall, GST would boost
entertainment business with increased digitization and access to data
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services at lower costs. In the long term, businesses and customers will
benefit from increased transparency and accountability that sector
functions have so far avoided.
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