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Rate restructuring may spur
parallel economy, say firms

VIVEAT SUSAN PINTO &
RAGHAV AGGARWAL
Mumbai/New Delhi, December 3

TWO ASSOCIATIONS OF manu-
facturers and retailers have said
that the new goods and services tax
(GST)slabs proposed forreadymade
garments will promote a parallel
economy, defeating the very pur-
pose of GST.

The Clothing Manufacturers
Association of India (CMAI) and the
RetailersAssociation of India(RAI) —
thetwobodies representingall major
companies in textiles and organised
retail sectors — will make presenta-
tions tothe ministries of financeand
textiles as well as to members of the
GST Council in the next two days to
apprise them of their views.

“The step is retrograde,” said
Rahul Mehta, chief mentor, CMAL
“The move will set the textile and
garment industry back and spur
grey market. This will have a wide-
ranging impact on all segments,
including the mid-segment, as well
as the wedding market, where gar-
ments are typically priced above
%10,000,” he said.

“Allthework that hasbeen done
to formalise the economy with the
GST regime will be wiped out by
increasing taxes based on price
points. This will encourage
unscrupulous sellers online and
illegal merchants to flourish
offline,” Kumar Rajagopalan, chief
executive officer, RAL said.

Accordingtosources,the group of
ministers (GoM) on GST rate ratio-
nalisation on Monday had proposed
taxingapparelupto 31,500 atarate
of 5%. While readymade garments
priced at anything between 31,500
and ¥10,000 will betaxedat therate
of 18% and apparel above ¥10,000
will be taxed at the rate of 28%.The
finance ministry has, however,
refuted reports on rate changes.

On "sin” products such as
tobacco and aerated beverages,the
GoM proposed increasing tax to
359% — a move which did not go
down well with investors.

On Tuesday, shares of ITC, God-
frey Philips, VST Industries as well
as PepsiCo bottler Varun Beverages
fell sharplyin responseto the news.

While shares of ITC decreased as
muchas 3% intradayon the BSE,the
mostin nearlytwo months,Godfrey
Philipsand VST Industries fell 3.2%
and 2.3%),respectively.These stocks
pared some of theirlossesat theend
of trade on Tuesday.

Varun Beverages closed trade
1.86% downon the BSE,even asthe
broader BSE Sensex closed in the
green at 80,845.75 points.

Mailsand text messages to Pep-
siCo India, Coca-Cola India and ITC
elicited no response till the time of
going to press. However,some com-
panies issued clarifications to the
stock exchanges.

Calling them “only preliminary
recommendations”, Varun Bever-
agessaid that after deliberations, the
GST Council will need to come up
witharatechangenotification.God-
frey Phillips said thatit“cannot esti-
mate theimpact on thecompanytill
such time the current GST rate is
changed by the process of law”.

But industry sources say that
highertax on cigarettes willencour-
agethe market for smuggled goods.

Some experts also said that it
may lead to lower profit margins for
companies. “These industries
already face heavy sin taxes, an
increase in GST could further
tighten profit margins,” said Shashi
Mathews, Partner at IndusLaw.
Another tax expert said that adding
another GST slab goes against the
basic idea of setting up the GoM,
which was to simplify the system.
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Apparel maker upset with GoM's proposed GST hike
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Apparel industry upset with GoM's proposed
GST hike as it will affect garment growth
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Apparel GST rejig to
hit MSMESs, cost jobs’

The Hindu Bureau

CMAI said the

MUMBAIL

The Clothing Manufactur-
ers Association of India
(CMAI) is concerned over
the  rate-rationalisation
proposal of the Group of
Ministers led by Bihar De-
puty CM Samrat Chaud-
hary involving ‘significant
changes to GST rates’ for
the apparel sector.

As per the recommen-
dations, while readymade
garments priced up to
1,500 will continue to at-
tract 5% GST, those costing
31,500-%10,000 will face a
sharp surge in GST with a
levy of 18%. Apparel worth
more than 10,000 may
face 28% tax.

revision can have a
‘grave impact’ on
manufacturing,
pricing and demand

The CMAI said the revi-
sion can have a ‘grave im-
pact’ on manufacturing,
pricing and demand.

“This risks severely dis-
rupting formal retail sector
driving consumers and bu-
sinesses towards informal
channels. The textile in-
dustry could face potential
onelakh joblosses,” it said.

“This could lead to clo-
sures of MSMEs in our sec-
tor,” said Santosh Katariya,
president, CMAL
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Clothing Manufacturers
Association raises concerns
regarding GST rates proposal

STATESMAN NEWS SERVICE
NEW DELHI, 5SDECEMBER

The Clothing Manufacturers
Association of India (CMAI)
has raised concernsregarding
the rate-rationalisation pro-
posal put forward by the Group
ofMinisters (GoM) thatincludes
significant changes to GST
rates for the apparel sector.
As per the new recom-
mendations, ready-made gar-
ments priced up to Rs 1,500
will retain the 5% GST rate,
but those priced between Rs
1,500 and Rs 10,000 will see a
significant increase to 18%.
Garments above Rs 10,000
areproposed to fallunderthe
highest GST bracket of 28%.
CMAI has expressed deep
concernsregardingthe poten-
tial adverse effects of these
changesontheapparel indus-
try, particularly the impacts
on manufacturing, pricing,
and consumer demand.
“The proposed GST rate
hike risks severely disrupting
the formal retail sector by
driving both consumers and
businesses toward informal
channels. This shift would
adversely affect legitimate

retailers and potentially benefit
unscrupuloussellersand illegal
merchants,” the CMAI said
inastatement. It further said
thatthe textileindustry, already
under pressure, may lose up
to 100,000 jobs, with small
and medium-sized enterprises
(SMEs) inspinning, weaving,
and garment manufacturing
— operating on thin profit
margins — facing income
losses and squeezed prof-
itability.

“Such a hike would lead
tomore price inflation, com-
poundingchallenges for price-
sensitive consumers, especially
women. Highertaxes on prod-
ucts related to celebrations
and festivals will further slow
down consumption, whichis
already onthedecline, creating
a potential setback for the
economy,” the CMAI said.

CMAI said that in light of
these concerns, it urges the
government to discard the
proposed GST rate revisions.
Whiletheintent tostreamline
thetaxstructureis recognised,
itiscrucial that policy changes
should only strengthen the
apparelindustry’sgrowth and
stability.
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Apparel industry slams
proposed GST hike
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The apparel industry has
expressed serious concerns
over the proposed GST rate
hike recommended by the
Group of Ministers (GoM) on
rate rationalisation.

Under the new tax struc-
ture, garments  priced
between Rs 1,500 and Rs
10,000 would be taxed at 18
per cent, while apparel above
Rs 10,000 would fall under the
highest GST slab of 28 per
cent. The rate for apparel
priced up to Rs 1,500 would
remain at 5 per cent.

The Clothing
Manufacturers Association of
India (CMAI) has urged the
government to reconsider the
hike, warning that it could
lead to reduced consumer
demand, widespread job
losses, and disruptions in the
industry's value chain.

The association empha-
sised the need for govern-
ment policies that support the
growth and stability of the
industry, advocating a bal-
anced approach to ensure
long-term sustainability and
benefits for all stakeholders.

"The proposed GST rate
hike risks severely disrupting
the formal retail sector by
pushing both consumers and
businesses toward informal
channels. This shift would
hurt legitimate retailers and
potentially benefit unscrupu-
lous sellers and illegal mer-
chants," CMAI said in a state-
ment.




