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Chapter -8

IMPACT OF GLOBALIZATION ON SMALL
SCALE INDUSTRIES IN INDIA

SHANTHA NAIK. H
Asst. Professor of Economics, ARM First Grade College, S Nijalingappa Layout, Davangere

Introduction

The human society around the world, over a period of time, has established greater contact,
but the race has increased rapidly since the mid 1980's. The term globalization means international
integration. It includes an array of social, political and economic changes. Unimaginable progress in
~odes of communication, transportation and computer technology gave given the process a new
-ease of life. The world is more interdependent now than ever before Multinational companies
manufacture products across many countries and sell to consumers across the globe. Money, tech-
nology and raw materials have broken the International barriers. Not only products and finances, rut
also ideas and cultures have beached the national boundaries.

Meaning of Globalization

Globalization means the dismantling of trade barriers between nations and the integration of
na-nons economies through financial flow, trade in goods and services, and corporate investments
between nations.

Definition of SSI

SSl was defined initially in 1955 as a manufacturing unit employing less than 50 persons if
using power and less than 100 people without the use of power and having an investment in fixed
assets "3t exceedingRs. 5 lakhs. The employment criterion was redefined in 1959 to make it employ-
ment per shift; but the investment ceiling remained the same. In a labor affluent country like India,r"jis
revision enlarged scope of employment in the small scale sector. The employment criteria ‘ere
completely given in 1960. In India an SSI unit is defined as “one where investment in plant and
machinery where held on ownership terms or on lease or by hire purchase does not exceed Rs.10
million".

Globalization in India

In early 1990s the Indian economy had witnessed dramatic policy changes. The idea behind
the new economic model known as Liberalization, Privatization and Globalization in India 9LPG), as
to make the Indian economy one of the fastest growing economies in the world. An array of reforms
was initiated with regard to industrial, trade and social sector to make the economy more competitive.
The economic changes initiated have had a dramatic effect on the overall growth :| the economy. It
also heralded the integration of the Indian economy into the global economy. The Indian economy
was in major crisis in 1991 when foreign currency reserves went down to 1 billion and inflation was as
high as 17%. Fiscal deficit was also high and NRI's were not interested in investing in India. Then the
following measures were taken to liberalize and globalize the economy.

Globalization of Small Scale Industries in India

In 1947 after gaining independence, India initiated a path of industrialization to achieve
economic prosperity. India focused on developing the manufacturing base. Much of the countries
development was done through the five year plans. Industries like iron and steel, oil refineries, cement
and fertilizer were brought under the gamut of public sector enterprises. The decision makers then
encouraged the development of small scale industries. They perceived that Indian small scale in-
dustries would play a vital role in the economic progress of the country and had immense potential for
employment generation. Developing small scale sector would also result in decentralized industrial
expansion, better distribution of wealth and to encourage investment and entrepreneurial talent. The
government has initiated several policies for the growth and development of mall scale industries.
They included reservation of certain items to manufacture only by the small scale sector. Other
measures include credit marketing, technology, and entrepreneurship development, fiscal, financial
and infrastmctural support. In 1999, the government established the Ministry of Small Scale Industries
and Agro and Rural industries to make policy decisions for the development and well being of the
small scale industries.

Small scale industries (SSIs) continued to record a steady progress during 2006-07. The
sector plays a vital role in the growth of the country as it accounts for about 40% of the Industrial
output in the Indian economy. About 47 percent of total manufactured exports of the country are
directly accounted for by the SS| sector,

Educational Development and Soclal Welfare 33
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Performance of Small Scale Industries

tom 2001-02 | 2002.03 | 2003-04 | 2004-05 | 2005-06 | 2006.07
No of Units (Million) 105 11.0 11.4 11,9 12,3 128
Employment (Million) 252 264 27.5 28,8 30.0 %
Investment

1,60,673 | 1,609,579 | 1,78,260 1,088,703 | 1,08,080 | 207307
(Rupees crore) .
Value of Output (Rupees crore) 282270 | 3,14,850 | 3,64 547 4,209,796 | 4,97 842 —EI:

Export from SSI (Rupees crore) 7:‘123“ 86,013 | 07,644 | 124417 [160242| 4
"SBUrcH: MBIy Of SMAN SCAI0 IUSTHES, GOvSTTenT or YT —
Initially the small scale sector was characterized as traditional labor intensive units with out.
dated machineries and inefficient production techniques. But in the recent past the condition of the
small scale units has improved. Today they have installed modern machines, applied belter
management techniques and are much more productive than before.
Advantages of Globalization on Small Scale Industries in India
» Increased free trade between nations
* Increased liquidity of capital allowing investors undeveloped nations to invest in
developing nations
Corporations have greater flexibility to operate across borders
Global mass media ties the world together
Increased flow of communications allows vital information to shared between individuals
and corporations around the world
Greater ease and speed of transportation for goods and people
Greater interdependence of nation-states
Reduction of likelihood of war between developed nations
e Increases in environmental protection in developed nations.
Disadvantages of Globalization on Small scale Industries in India
* Increased likelihood of economic disruptions in one nation effecting all nations
* Corporate influence of nation-states far exceeds that of civil soclety organizations and
average individuals

* Threat that control of world media by a handful of corporations will limit cultural
expression

»  Greater chance of reactions for globalization being violent in an attempt to preserve
cultural heritage
Greater risk of diseases being transported unintentionally between nations
Decreases n environmental integrity as polluting corporations take advantage of weak
regulatory rules in developing countries.

Steps Taken to Globalize Indian Economy :

1. Some of the steps taken to liberalize and globalize our economy were:

2. Devaluation; To solve the balance of payment problem Indian currency were devaluated
by 18 to 19%. : 8

3. Disinvestment: To make the LPG model smooth many of the public sectors wére sold (o
the private sector.

4. Allowing Foreign Direct Investment (FDI): FDI was allowed in a wide range of sectors
such as Insurance (26%), defense industries (26%) etc.

Conclusion

The benefits of the effects of globalization in the Indian Industry are that many foreign
companies set up industries in India and this helped to provide employment to many people in the
country. This helped reduce the level of unemployment and poverty in the country. The neSlﬂ't')‘“?r
Effects of Globalization on Indian Industry are that with the coming of technology the number of 10 of
required decreased and this resulted in many people being removed from their jobs. The effects o’
globalization on Indian Industry have proved to be positive as well as negative. The govemnment :Je
India must try to make such economic policies with regard to Indian Industry's Globalization that aur
beneficial and not harmful. High investment; High return| Though it is the reason for handicaps Ofl oan
SSls, It can be confronted by the innovativeness, novelty in products and the development ofdﬂmr
technologies in the manufacturing sector, Number of Innovative entrepreneurs having strong nee

achievement can surely ensure success and tackle the challenges of open competitions at global
level. , P R,
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ABSTRACT

The One Hundred and Twenty Second Amendment Bill of the Constitution of India, officially
fnown as The Constitution Act, 2016, introduced a national Goods and Services Tax in India
from 1 July 2017. India has initiated: Make in India, Digital India campaign, Smart-city
Programme, Swach Bharath Mission, and many more to achieve dynamic ambitious
development path. The infusion of Goods and Services Tax (GST) is another such undertaking
that is going to provide boost source for Economic Growth of India. The GST introduction
not only removes the cascading effect of our previous versions of tax but also will lead to the
increase in the inflow of tax to the economy of the country. The infusion of the GST has high
. hopes not only in our country but also in neighboring countries and even in so called
developed economies. The introduction of the Goods and Services Tax will be a very
noteworthy step in the field of indirect tax reforms in India. By merging a large number of
Central and State taxes into a single tax, GST is expected 1o significantly ease double taxation
and make taxation overall easy for the industries. For the end customer, the most beneficial
will be in terms of reduction in the overall tax burden on goods and services. Introduction of

GST will also make Indian products competitive in the domestic and international markets.
Key Words: GST. Developing Economy, Tax Structure

1. Introduction:

Goods and Services Tax (GST) is an indirect tax (or consumption tax) levied in India on the
supply of goods and services. GST is levied at every step in the production process, but is
meant to be refunded to all parties in the various stages of production other than the final
consumer. Goods and services are divided into five tax slabs for collection of tax - 0%, 5%,
12%. 18% and 28%. However, Petroleum products, alcoholic drinks, electricity, are not taxed
unde,r GST and instead are taxed separately by the individual state governments, as per the
previous (ax regime. There is a special rate of 0.25% on rough precious and semiprecious
stones and 3% on gold. In addition a cess of 22% or other rates on top of 28% GST applies on
few items like aerated drinks, luxury cars and tobacco products. Pre-GST, the st.atutory tax
rate for most goods was about 26.5%, Post-GST; most goods are expected to be in the 18%

fax range.

o into effect from July 1, 2017 through the ‘implementation of One Hundred and
onstitution of India by the Indian government. The tax has replaced
ading taxes levied by the central and state governments. The tax
are govemned by the GST Council which consists of the finance
5. GST is meant to replace a slew of indirect taxes with g

The tax cam
First Amendment of the C

the existing multiple c?sc
rates, rules and regulations e
ministers of Centre and all the sta

369



unified tax and is therefore expected to reshape the country's 2.4 trillion dollar economy, but
not without criticism. Trucks' travel time in inferstate movement dropped by 20%, because of
no interstate check posts, Happy to see this change,

2. Review of Literature:

Meena Sahi Ram, the tax system reform including reform in administration is a continuous
exercise. The reforms will have to continue not only at the centre, but also at state and local
levels as well. Broadening the base of both central and state taxes and keeping the tax
structures simple are important interndtional lessons to be adopted in calibrating further
reforms, No tax system could claim to be flawless, and GST indeed has its own drawbacks
and shortcomings. We only need to address them systematically and gradually so that the
pains do not neutralize the gains. The challenge is now o leverage its advantages (o transform

our economic landscape by setting the creative potential of our entrepreneurs and businesses
free (Bhattacharjee). :

3. Benefits of GST to the Indian Economy:

v Removal of bundled indirect taxes such as VAT, CST, Service tax, CAD, SAD, and
Excise. |
v
v

v

Less tax compliance and a simplified tax policy compared to current tax structure.
Removal of cascading effect of taxes i.e. removes tax on tax.

Reduction of manufacturing costs due to lower burden of taxes on the manufacturing
sector. Hence prices of consumer goods will be likely to come down.

v Lower the burden on the common man i.e. public will have to shed less money to buy
the same products that were costly earlier.

v Increased demand and consumption of goods.

v Increased demand will lead to increase supply. Hence, this will ultimately lead to rise
in the production of goods.

v Control of black money circulation as the system normally followed by traders and
shopkeepers will be put to a mandatory check,

v Boost to the Indian economy in the long run.

These are possible only if the actual benefit of GST is passed on to the final consumer. There

are other factors, such as the seller’s profit margin, that determines the final price of goods.
GST alone does not determine the final price of goods.

4. Impact of GST on Indian Economy:

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.

v Different tax barriers, such as check posts and toll plazas, lead to wastage of
unpreserved items being transported. This penalty transforms into major costs due to higher

needs of buffer stock and warehousing costs. A single taxation system will eliminate this
roadblock.
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,/ There will be more lransparency in the system as the customers will know exactly
how much taxes they are being charged and on what base.

¢ GST willadd to the government reyenues by extending the tax base.

/ GST will provide credit for the taxes paid by producers in the goods or services chain.
This 1S expected lg encourage producers to buy raw material from different regisiered dealers
and 18 hoped to bring in more vendors and suppliers under the purview of taxation.

S/ GST will remove the custom duties applicable on exporls. The nation’s
competitiveness in foreign markets will increase on account of lower costs of transaction.

As far as the full forged benefits will be flourished only if the GST been accepted by all and
sot involve in en-cashing the loopholes available for personal immoral benefits.

Because, “together we sow together we reap”. Last but nof least, the GST, because of is
iransparent character, will be easier to administer. Once fully implemented, the taxation
system holds great promise in terms of sustaining growth for the Indian economy.

5, Criticism:

Technicalities of GST implementation in India have been criticized by global financial
institutions, sections of Indian media and opposition political parties in India. World Bank's
2018 version of India Development Update described India's version of GST as too complex,
noticing various flaws compared to GST systems prevalent in other countries; most
significantly, the second highest tax rate among a sample of 115 countries at 28%.

GST's implementation in India has been further criticized by Indian businessmen for
problems including tax refund delays and too much documentation and administrative effort
needed. According to a partner at PWC India, when the first GST returns were filed in August
2017, the system crashed under the weight of filings.

Conclusion:

As commonly said everything is imperfect, hence, I can’t conclude that GST is complete
solution for the making Better India. But, it’s a step towards Growth of India. On the other
hand, the complete application of motto of GST will be succeeded only when the benefits are
evenly distributed. Middle nodes in the taxation system need to be even better monitored and

more harmonized in there discharge of dutes.

“Together we sow, together we reap”
By this only we can get better and more than compared to alone doing so.
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IMPACT OF GST ON INDIAN ECONOMY
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ABSTRACT

GST is one of the best tax reform taken place in /"f/i" ‘one nation, ope lax’ Whic)
came into force from } July 2017. It is a combination of both tax on goods and (g, -
Services. This system overcomes many miore limitations of previous fax Systems [ije St
VAT, Service tax, CAD, SAD. This system keeps transparency 1o customers abpy their Ia_\:
payments very clearly. And also avoids cascading effect i.e. tax on tax. Dye ¢ this sy, o
consumption gets increases and there is increasing in production. This paper expigp,.
abour effect of GST on Indian economy, which prepared based on the Secondary datg, The
data has been collected from reviews, Journals, articles, etc.
Key words: GST. economy, Tax.

Introduction:

Before introducing of GST the tax is collected as named called VAT. In this VAT
the quantity of taxes at the state & central levels has brought about a complex indirect tax
Structure in the nation. In this there is no consistency if assessment rates & structure crogg
wise over state. There is a falling of charges ‘tax on tax’ & there is credit facility provideq
o manufacture & the VAT rate should be different from one state to another state. for
avoiding multiple taxation system introduced the GST on 1*July 2017 as “ one nation one
laX” : .

GST is a single tax on the supply of goods & services, right from the manufacturer
to the consumers. Input tax credit paid at each stage will be available. India’s GDP will be
benefited & extra resources will be used for welfare of poor & weaker section. It is also
aimed at boosting the Indian economy. This will be done by simplifying & unifying the
indirect taxes for all states throughout India.

Review Of Literature

Dr. Namita Mishra [international Journals of basic & applied research, ISSN 2249-
3352] In this paper she tells about the GST is a single nation uniform tax levied across India
on all goods & services. The introduction of GST expected as a significant steps towards a
comprehensive indirect tax reform in the country. The main objectives understanding the
concept of GST & find out the short effect of GST on economy. The data should be
collected through the secondary basis. She concluded that the GST is levied only on
consumption of goods & services.

Pallavi Kapila [international journal of engineering research & application
ISSN2248-9622] In this paper she tells about the GST stand for “Goods & services tax”

4 223




1':11[.‘lerr16’“‘e‘_i -by e govgmmenl of India .since I* April2017. The GST was defined as a
! mprehens"ie con§m'f1p tion based ‘a’f levied upon manufacturing, sales & consumption of
o0ds & Se“"ces_“"ﬂlm the lm“_Sfom‘mg the country into one market. Finally conclude that
e GST play an important role in the growth of Indjap economy. And it would also lead to
gn increase 1n GDE:

Objectives of the Study
|) Tounderstand the concept of GST.
2) To know the impact of GST on Indian Economy.
3) To know the relationship between the GST & Indjan Economy.

yethodology :
Methodology is the way of collecting the data. There are two types of data i e,

rimary data and secondary' data. For the purpose of this research paper the source is be
collected through on the basis of secondary data from the Journals, books, research papers,

& websites.

Need For the Study
India has the different types of taxes, it is having lot of confusions Hence it is

essential to understand the how GST is effecting to economic operations. Analyse the
combination of goods tax and service tax impact on customers and Indian economic
system.it is required to know about benefits of GST.

Conceptual Frame Work Of GST:
GST denotes “one tax one nation” in the regime of Indian indirect tax structure.

GST is the most significant & essential physical tax reform in Indian indirect taxation
system. Depending upon the transaction the GST should be categories 2 components i.e.,
intra states & 1nterstate. Intra state means the transaction happens within the state for this
the tax should be collect as on the CGST or SGST, because GST dual taxation system it
means the central & state both the government have the right to the collected the tax from
the taxable person. And the inter-state transaction happens b/w the two state at this time the
IGST should be applicable the central government collect this which is an additional tax to

be levied, to assure that the tax is received by the importer state.
CGST means the GST to be levied by the center on intra state supply of goods &

services would be called CGST.
SGST means GST to be levied by the state on intra state supply of goods & services

would be called SGST.
IGST refers to the Integrated Goods & Services Tax which 1s the part of GST. It is

charged on the goods & services supplied from one state to another.




Impact Qf GST On Indian ?ﬂ?,:l:;‘?;mpﬂ ct of GST sector vrise:

S No. Sectors 5 h::t S Tt (<Ns. Y -
] Consumers Boo© 25 & >500 to reduced frowm 24-3Q09, to IE'% Yo
ol hich <F meter lengih g :
EBmall cars w P

2 Smoall cors ~1500ce angine the tax will raducaed by 2'-“3: .“

when compars to the existing ratas, 517
F This the rate should be r‘gm

E, | Two-wheelers c:;!ﬁ“ed to exiting tasx sata. W %
ensolidation of watrehouses Mtom

p e apm o ‘j:.-an?h fres movement of poods will 1 "';::ntry

wolume for logistic cornpaniss. Eha,

2 te i1 tial poods

= 4 [ Efractive tax rate in eassan %

0y 29::::;2’1'!;:0&“‘“‘ s oil, tooth paste & soaps) under wariouy tax ragy
! slabs. \J

Negative impact of GST on Indian Ecomonng:

3 ’ : Tropact 8 E e
?l'lﬂ :::;:::-ants Tasx increasad. to 1826 from 15%, \1

2 Hotel rooms For rantal | Bs.>3U00 the tax rate on restaurants incragy —

282 from 13%. It should be ©onsaquantl,
impact ori lhotal occcupancias.
3 [ s ST SRs.L000 garments wAill be taxed at 125 g
5 S : T%%. This will be impact on business as m:z
laad to late recovery in salas.

—
Findings: ‘ . :
1) Afier implementation of GST Foot tax rate reduced from 9.5% to 5% when compare
to existing tax rate.
2) Two wheelers rate should be reduced by 1% when compare to existing tax rate.
Suggestions
The GST is not suitable for present situation because still the many of the areas and
goods are not covered under this purview. They are petroleum products, electriciiy &
alcoholic liquor for human consumption.

Conclusion:

GST is at the infant stage in India. To conclude that the GST has both positive &
negative impacts, but the Finance Minister Arun J etley said that it should implemented for
“The India’s GDP will be benefitted & extra resources will be used for the welfare of poor
& weaker section”. On the basis of tax rates we discussed positive and negative impacts on
sector wise. GST has its impact on consumer and producer or manufacturin g goods.
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98. Role of Taxation

Abstract:

Capital market is a vast playing field for speculatio? and
Investment Avenue. Hence, the variou‘S aspects felfltmg to
capital market like dividends, capital salflsv Commlss.lon,‘ and
charges (brokerage); all these aspects fi‘IECﬁY coming in to
contact with taxation. Capital market is a better platform to
raise the fund and to invest the fund. Looking to both aspects
in a very narrow sense seems to be different from each other.
But on the deeper view to the insight of both the aspects i.e.
capital market and taxation, they both are contributing to each
other Hence, taxation is very essential to be known in capital
market. Capital market and taxation are the body and soul of
Indian Economic system. Government €ncourages investors

to invest in capital market for development of country as well
as investors.

Introduction:

Capital market has been playing a vital role in
Indian financial system. The Indian economy is
mainly depending upon the capital market starting
from the raising of the capital from the capital
market through primary capital market and making
provisions for liquidation in secondary capital
market to the public in large. In the sense, it makes
the mobilization of ‘drops’ of resource to ‘ocean’
of investment.

Capital market acts a middleman -between
investor and company also investor a1|1d mvestc?rs,
looking to the economy of country being a capital
market plays an important role, themostimportant
revenue for the economic development of F:ountry
: can observe both taxation and
15 tax, its impact on Indian financial
capital market have its 1mp
sym';:lt'ake an example, the basic mo'del 'of :;pl:al

At est that a raise in the tax
flows and taxation SUgg

507

in Capital Markets

Triveni C.D*

— Al R s e

rate in an open économy will cause a net capital
outflow and a [ow

€r aggregate capital stock. The
lower capital stock may well have a negative impact

Onh economic welfare of the residents of the country.
It may therefore pe natural to investigate the impact
of taxes on the aggregate capital stock. Alternatively
if domestic savings were unaffected then change in
aggregate investment would match the net capital
outflow. However much of the empirical literature
on the impact of taxes on capital flows instead
€xamines the impact of tax on FDI.

Taxation directly helps to growth of Indian
€conomy through collection made on profit every
Corporate company. On the other hand, tax is also
collected from dividend distribution. It will pe
double taxation on the profit of the company.
Because of the variable Provisions are available in
the taxation that should be motivating investors to
invest in the capital market.

Need for the study:

Taxation is main revenue for the government,
The corporate tax will be more in portion and also
the dividend distribution tax will also add up to this,
On the other hand in order to save the tax, by
claiming the various deductions and exemptions, the
public will invest more. And this more and more
investment will give enough fun to capital market
and will again create more revenue to government
in for of taxes on profits thereafter, The companies
can easily raise fund from the tiny sources, the
companies include both product and services
oriented which come directly under capital market.
Hence I found it is a worthy to study the aspects as
interrelated and jointly and to enrich the

knowledge
regarding both the aspects as one,

nd semester, Department of Studies and Research in commerce, Davangere University,
____F_“_,,__.-i———f :
* M.com,
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Objectives of study:
Understanding and analyzing the growth of
capital sector and taxation system in capital
market
To predicting the future development and
changes made in taxation system in India
* Motivating investors to invest in capital
market for enjoying tax provisions and
exemptions

* To create healthy environment in capital
market through taxation rules and regulations

Role of taxation in capital market:

Capital market had a wide scope it will play a
vital role in Indian economic system. So much of
revenue has to be collected by capital market through
tax. Government of India has taking special care
towards capital market. Because to strengthen the
growth of nation, to make India in financially
strong, capital market contribution is more in
collection of tax.

* Capital market operation and change of double
taxation.

The operators in capital market have been
complaining of double taxation and multiplicity of
fees, by doubling taxation. They meant that tax is
levied on the income of the company in its hands
(corporate tax on profits) and thereafter the
dividends (dividends distribution tax) distributions
made to shareholders out of profits. This is what
happens where taxation of income of companies
based on the classical theory of taxation.

* Stamp duties:

There are taxes imposed on instruments such as
deeds of assignment, power attorney, bill of sale,
bill of exchange, charter party agreement bonds, etc.,
letters of guarantees and other types of documents
listed in the schedule to the Stamp Duties Act. Stamp
duties can be either specific. Although stamp duty
is a federal tax in administration is shared between
Federal and State Government.

Financial Sector Reformg in India

» Tax implications on capital gaing from
securities:

Short term capital gains are taxed as per tax g|ap
and long term capital gain is taxed at concessiona|
rate of 10% without indexation and ate the rate of
20% with indexation.

As per section 111A of Income Tax Act, tax on
short term capital gains should be charged at the
rate of 15% plus surcharge and education cess. But
in the case of long term capital gains it will come
down to zero of equity shares. In case of short term
capital gains conditions have to be followed:

+ Short term capital gains that are arise from
transfer of equity share of a company or unit
mutual fund.

« Transaction takes place after 1st October, 2004

» Security transaction for tax has already paid

As per SEBI regulations, if a scheme maintains
65% of its average weekly net assets invested in
Indian equities it will be considered as equity scheme
and an investor will not pay any tax on such
investment on long term basis.

On the other hand, if an investor invests 100%
of foreign equity even as a long term basis, the
investor will not have to pay tax on the basis of
capital gains scheme.

* Security transaction tax

It is the tax payable on the value of taxable
securities transaction. It was introduced in India by
the 2004 budget and it is applicable with effect from
Ist October, 2004. It is levied on every purchase or
sale of securities. That are listed on Indian Stock
Exchange, this would include Shares, derivatives or
equity oriented Mutual funds units. The rate of tax
that is deducted is determined by the Central
Government, and it varies with different types of
transactions and securities. It is deducted at source
by the broker, at the time of transaction itself, the
net result is that it pushes up the cost of the
transaction done.
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Table 2: the various investment avenues with respect to their risk i P
associated, returns and liquidity,
and tax liberty that could be drawn-
Evaluation of Various investment avenues
‘Fisancial Instruments | Types Rk e |Deas .
g i1 i Liquidity ax Shelter Comvenience
;fmﬁalsmns Equity shares High High s el .
\ Fixed deposits / | Medium | High Average Nl 7=
' Debentures of .
i company |
: Savings bank Negligible | Moderate | High Taxable Very high
accounts
; POsavingsbank | Negligible | Moderate | High Teri Very high
NonSccuritized Financial | Public Provident | Nil High  |Average | QualificdU/S | Very high
A Fund e
Life Insurance Nil Medinm | Average Qualifies U/S | Very high
Equity fund High | Significa- |High | Qualified U/S | Veryhigh |
Growth schemes | High : ‘
T (Equity 30-100 b
percent)
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Mutual fund schemes | Income scheme | Low to Significantly Vo TG ot
(equity 0 per cent) | medium high Y high ‘
Balanced Medium to| Medium — ~—
(Equity0-60 percent)| high - SF RO |
Equity linked saving§ Moderate | Long-term| 3-year lock- | Qualifies U/s T J
scheme (ELSS) tohigh | capital |inperiod  |80C ?
appreci- }
-ation 5
Value fund Risky Potential | As per fund | Attracts capital x\‘!
growth house gains tax ?
Exchange traded fund Indexed fund Risky Compare | As per fund | Attracts cam“_“‘q
(ETF) with house gains tax i
Benchmarlﬁ
return
Large-cap (more High High High Qualified U/S W
than 60-80 per cent 80C
is invested in large
cap companies)
Large and mid-cap | High High High Qualified U/S | High
(60-80 per cent is 80C
invested in large
cap companies)
Equities Multi-cap (40-60 Moderate | Moderate | Moderate Not qualified | Moderate |
per cent assets
deploy in large cap
assets)
Mid and small-cap | High High High Tax rebate U/S | Moderate (80-
(at least 60 percent 80C 100 per cent)
assets small and
mid-cap tax savings)
Corporate bond Risk High As per fund | Attracts capital
funds tolerance house gains tax
Debt fund Floating rates funds | Protected | Average | Varies as per | Attracts capital
capital loss fund house | gains tax
Balance fund Low risk | Moderate | Varies as per |Attracts capital
fund house | gains tax
Hybrid fund Money market Low Moderate | High No tax benefits
mutual/liquid or
safer fund
Real assets Real estate (land | Negligible | Medium to Low Some Fair
and residence) high
Gold and silver Average Moderate | Average Nil Average

Source: Role of income tax laws in the capital market, Capital Markets in India, [CAT-CAM-JAICO Finance and Accounting
Series, JAICO Publications (Page No. 370 and 371)
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b] Jing for all participants in stock market.
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Suggestions:

arc

Conclusion:
studying tax role in capital market is essentially
required for the development of investors and also
for growth of nation in all contexts. It also gives the

s11
clear picture regarding how to control inflation
system in country. It will help (fixation of) to makes
changes in taxation system (may be increase or

decrease) motivating investors by giving provisions
In Tax Regulations, hence it is essential to study.

References:
Capital Markets and Securities Laws (Module IT paper
6), Study Material, Executive programme, The Institute
of Company Secretaries of India, www.icsi.edu
2. Over view of Capital Market, Capital Markets and
Securities Laws — refreshers course, Compiled by
Devendra K Vyas (CA, CS.), Study Circle
The Positive Role of Tax Law in Corporate and Capital
Markets, Saul Levmore, journal article 1987, faculty
scholarship, University of Chicago Law School,
Chicago Unbond.
ICAL-CMA-JAICO FINANCE AND ACCOUNTING
SERIES, Capital Market in INDIA (First Edition:
2013), JAICO Publishing House, www.jaicobooks.com
Www.appuonline.com/appu/investment/stt.html
6.

Wwwlivemint.com/Money/pfwTMKkaJPitj49ZrobjrL1/
Dejargoned

www.indiainfoline.com>research>article




- BRI Y, T
r TR (L s &
The Editors

Dr. G.T Govindappa is a Professor and Chairman, Department of Commerce, Davangere
University, Davangere. He obtained his M.Com degree from the University of Mysore, Mysorein
1980 securing First class and Gold Medal. Immediately he joined the P.G Department of |
commerce of the same university aslecturer. He obtained his Ph.D, degree in commerce from the :
University of Mysore in 1995. He has to his credit 36 years of Post Graduate teaching ang
research experience. He has published 40 research papers in journals of repute and editeq
volumes, and five books In 110, State, National and International Conferences and Seminars he
has presented papers, chaired technical sessions, delivered Key-N ote, Inaugural and Valedictory
H addresses. Organised Seminars, Conferences and UGC sponsored refresher courses, Has
‘delivered more than 100 Special Lectures and Public speeches. He has worked in various bodies
of the university such as Syndicate, Academic Council, Academic Council Committee, Board of B

Studies, Board of Examiners etc., :

Dr. Laxmana P. is an Associate Professor of Commerce, Davangere University, Davangere. He
obtained his M.Com and Ph.D. degrees from Kuvempu University. He has 20 years of Post
Graduate teaching and Research experience to his credit. He has published 35 research papers in
journals of repute and edited volumes and published 3 books. He has presented papers, Chaired
Technical sessions in National, International and State Level Seminars. He has delivered special
lectures and public speeches and has served as NSS Programme Officer, Co-Ordinator and in the

various Academic Bodies of the University.

Dr.Cirappa LB. is an Assistant Professor of Commerce, Davangere University, Davangere.
' Before joining Davangere University in 2008, he worked as Pn'gcipal of a college in Tumkur, He
obtained his M.Com, MBA and Ph.D. degrees from Shivaji University, Kolhapur, Maharashtra,
He has published 37 papers in Journals of repute and in edited volume. He has presented 62
papers in National and International Conferences and Seminars. He has bcgn working in various
Academic bodies and handling different administrative responsibilities in the University.

Publications




