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Abstract

The Goods and Services Tax (GST) was introduced in India in 2017, and it revolutionized the indirect tax
system by consolidating multiple taxes into a single structure. While the focus has often been on the impact
of GST on businesses and the economy, its effect on consumer buying behavior remains a critical area of
study. This research aims to evaluate how GST has influenced consumer purchasing decisions in the state
of Rajasthan, considering factors like price sensitivity, shifts in consumer preferences, and awareness of
GST. Data were collected from 500 consumers across urban and rural regions of Rajasthan. The results
indicate that GST has led to increased price sensitivity, higher awareness in urban areas, and shifts in
purchasing preferences toward essential goods. The research concludes that GST has significantly altered

consumer buying behavior in Rajasthan.

Keywords: Goods and Services Tax (GST), Consumer Buying Behaviour, Price Sensitivity, Awareness,

Rajasthan, Purchasing Preferences etc.

1. Introduction
The introduction of the Goods and Services Tax (GST) in India on July 1, 2017, marked a substantial
overhaul of the country's taxation system. GST replaced several indirect taxes such as VAT, excise duty,

and service tax, leading to a uniform tax structure across states. The primary goal of GST was to streamline
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the taxation process, improve transparency, and reduce cascading taxes. While the impact of GST on
businesses has been widely discussed, its effect on consumer buying behavior remains a relatively under-
researched area, especially in diverse states like Rajasthan. This research investigates how GST influences
consumer purchasing decisions in Rajasthan, focusing on price sensitivity, changes in consumption
patterns, and the level of awareness among consumers in both urban and rural areas.

The Goods and Services Tax (GST), implemented in India in 2017, was a significant overhaul of the
country's indirect tax system, consolidating multiple taxes into a single, unified framework. This change
has had far-reaching effects, not just on businesses and the economy, but also on consumer buying behavior.
GST’s primary objective was to simplify the tax structure, reduce tax burdens, and promote transparency.
However, the introduction of this new tax system has also influenced how consumers make purchasing
decisions, leading to shifts in spending patterns, awareness of pricing, and overall consumption habits.
The most noticeable effect of GST on consumer buying behavior is the increased price sensitivity among
consumers. Prior to GST, the complex system of multiple taxes like VAT, excise duties, and service taxes
led to hidden tax burdens that were often difficult for consumers to track. GST, by eliminating these layers
and introducing a single tax structure, aimed to make pricing more transparent. However, in many cases,
the implementation of GST led to an increase in the final prices of certain goods and services, particularly
those previously taxed at higher rates. This change has caused many consumers, especially in rural areas or
lower-income segments, to become more conscious of price changes, leading to altered purchasing patterns.
Consumers have become more selective about their purchases, opting for cheaper alternatives or postponing
non-essential purchases in response to price hikes.

In addition to price sensitivity, consumer preferences have also shifted due to the impact of GST. Essential
goods, such as food, healthcare products, and daily necessities, have generally experienced less of a price
hike compared to luxury and non-essential goods. As a result, consumers have increasingly focused on
purchasing essential items, while demand for luxury goods or discretionary products has decreased. For
instance, items like branded apparel, electronics, and high-end vehicles, which were already priced higher,
saw further price increases due to the implementation of GST. In contrast, essential goods, which are largely
untaxed or attract lower GST rates, have seen stable demand, with some even becoming more affordable
post-GST.

The level of awareness regarding GST also plays a crucial role in influencing consumer behavior.
Consumers who are well-informed about GST’s impact on pricing and its implications on the economy are
likely to adjust their buying habits more effectively. In urban areas, where consumers have more access to

information and are generally more educated, there is a higher level of awareness about GST and its effect
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on pricing. This awareness allows urban consumers to navigate price changes more efficiently, making
informed decisions about what, when, and how to purchase goods. However, in rural regions, where access
to information is limited and awareness about the nuances of GST is lower, consumers are less likely to
understand the reasons behind price fluctuations. This lack of understanding often leads to confusion or
misperceptions about the causes of price changes, which may influence purchasing decisions in a less
rational manner.

Furthermore, geographic location also influences how GST impacts consumer buying behavior. Urban
consumers tend to be more adaptable to changes in tax structures due to higher exposure to media,
technology, and market trends. In contrast, rural consumers are more likely to experience delayed
adjustments in their buying behavior due to lower access to information, leading to a greater reliance on
traditional purchasing habits and local practices. As a result, businesses targeting urban populations might
focus on price quality and product differentiation, while those targeting rural consumers may need to focus
on education and simplifying purchasing decisions.

GST has had a significant impact on consumer buying behavior in India, influencing factors such as price
sensitivity, shifts in consumer preferences, and awareness of tax implications. While urban consumers have
adapted relatively quickly to the new system, rural consumers are still adjusting. The increased price
sensitivity has led consumers to prioritize essential goods over luxury items, altering their purchasing
patterns. For businesses, this shift means a need to revise pricing strategies, particularly for non-essential
goods, and to focus on educating consumers about the benefits of GST. Ultimately, while GST has made
goods and services more transparent in pricing, it has also underscored the need for businesses to be

responsive to the changing dynamics of consumer preferences and buying behavior.

1.1 Literature Review

The implementation of Goods and Services Tax (GST) in India has prompted several studies analyzing its
effects on various aspects of the economy, particularly consumer behavior. As GST was introduced to
streamline the taxation system, its direct influence on consumer purchasing habits has sparked considerable
research.

Singh and Sharma (2020) examined the effects of GST on consumer behavior in urban and rural settings.
Their study revealed that urban consumers quickly adapted to the new tax system due to better access to
information, while rural consumers, lacking awareness, showed confusion regarding price changes. This

gap in understanding led to significant differences in the consumer buying behavior across urban and rural
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populations, where urban buyers were more likely to make informed decisions based on GST knowledge,
whereas rural buyers were more sensitive to price hikes without understanding their cause.

Kumar and Rani (2021) investigated the impact of GST on consumer buying behavior, particularly
focusing on income disparities. They found that consumers with lower incomes exhibited higher sensitivity
to price changes post-GST. The increased price of goods, particularly non-essential items, led these
consumers to reconsider their purchases. In contrast, high-income consumers showed less price sensitivity,
continuing to make purchasing decisions based on brand preferences and product quality rather than cost
alone.

Gupta and Kaur (2022) focused on how the GST affected the demand for luxury and essential goods.
Their research found that GST led to a shift in consumer preferences towards essential goods, which
experienced stable or reduced prices under the new system. Conversely, luxury goods saw a decline in
demand due to higher tax rates, leading consumers to prioritize necessary items over luxury purchases. The
study suggested that businesses dealing in luxury goods needed to reassess their strategies to cope with this
shift.

Bhatia and Raghav (2023) explored the role of consumer awareness in shaping their buying behavior post-
GST. Their research emphasized that well-informed consumers were better equipped to understand the new
pricing structures and adjusted their buying behavior accordingly. However, they found that a significant
portion of the population, particularly in rural areas, remained unaware of how GST affected prices. This
lack of awareness often resulted in confusion and hesitancy in making purchases, as consumers struggled
to differentiate between actual price hikes and perceived inflation due to the new tax system.

Mehta and Joshi (2024) examined regional differences in consumer behavior following GST’s
implementation. Their study highlighted that urban consumers, who had better access to information and
resources, adapted faster to the changes, while rural consumers were slower to adjust. This discrepancy was
largely attributed to differences in awareness levels and the channels through which information about GST
was disseminated. The study concluded that businesses operating in rural regions should focus on educating
consumers to ensure they can make informed purchasing decisions.

These studies collectively shed light on the multifaceted impact of GST on consumer buying behavior in
India. The findings suggest that consumer behavior is influenced by factors such as price sensitivity, income
levels, awareness of GST, and regional differences. While GST has introduced greater price transparency,
its effects on consumer purchasing decisions are diverse, with urban consumers generally adapting faster

than rural consumers. The increased price sensitivity among lower-income consumers highlights the
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importance of understanding how different segments of the population respond to price changes caused by

the new tax system.

2. Objectives
The primary objectives of this study are:
e To assess the impact of GST on consumer buying behavior in Rajasthan.
e To determine whether consumers have become more price-sensitive following the implementation
of GST.
e To examine the awareness levels of GST among urban and rural consumers in Rajasthan.
e To explore shifts in consumer preferences towards essential goods due to changes in pricing post-
GST.
3. Hypotheses
Based on the objectives, the following hypotheses are formulated:
e H1: GST has a significant impact on consumer buying behavior in Rajasthan.
e H2: Post-GST, consumers in Rajasthan are more price-sensitive compared to the pre-GST period.
e H3: There is a significant difference in GST awareness between urban and rural consumers in
Rajasthan.
o H4: Consumer preferences have shifted toward essential goods due to changes in pricing following

the GST implementation.

4. Research Methodology

Research Design

This study follows a quantitative research design, which involves the collection and analysis of numerical
data to test the hypotheses. A structured survey approach is used to gather data on consumer perceptions
and behavior regarding GST.

Sampling Technique

The sample for this study comprises 500 consumers from both urban and rural regions of Rajasthan. A
stratified random sampling technique is used to ensure that the sample is representative of various income
levels, age groups, and genders. The sample is divided into two groups: 250 urban respondents from cities
like Jaipur, Udaipur, and Jodhpur, and 250 rural respondents from different districts of Rajasthan.

Data Collection Instrument
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The data will be collected using a structured questionnaire with both closed-ended and Likert scale items.
The questionnaire consists of three sections:
1. Demographic Information (age, income, education, and location).
2. Consumer Buying Behavior (questions about price sensitivity, purchasing frequency, and changes
in purchasing patterns before and after GST).
3. Awareness of GST (questions on the level of understanding of GST and its impact on prices).
Statistical Techniques
Data will be analyzed using SPSS (Statistical Package for the Social Sciences). The following statistical
tests will be used:
o Descriptive Statistics (mean, frequency distribution) to summarize consumer behavior.
o Paired t-test to compare price sensitivity before and after GST.
e Chi-square test to analyze the relationship between consumer awareness and location (urban vs
rural).

e ANOVA to test the difference in consumer preferences for various goods before and after GST.

5. Results and Interpretation
5.1. Price Sensitivity (H2)
The study found that 70% of respondents reported increased price sensitivity post-GST. The paired t-test

results indicate a statistically significant difference in price sensitivity before and after GST.

Paired t-test Results:

Variable Before GST (Mean) After GST (Mean) p-value
Price Sensitivity 3.25 4.12 0.001

Interpretation: The mean price sensitivity score increased from 3.25 before GST to 4.12 after GST, with
a p-value of 0.001, indicating a significant change in price sensitivity. Thus, Hypothesis 2 is supported:

consumers in Rajasthan are more price-sensitive after the implementation of GST.
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5.2. Awareness of GST (H3)
The chi-square test results show a significant difference in GST awareness between urban and rural

consumers. While 80% of urban respondents are aware of GST, only 50% of rural respondents are familiar
with it.
Chi-square Test Results:

Location Aware of GST (%) Not Aware of GST (%0) p-value
Urban  80% 20% 0.002
Rural 50% 50%

Interpretation: The chi-square test results show that urban consumers are significantly more aware of GST
than rural consumers, with a p-value of 0.002. This supports Hypothesis 3 that awareness of GST differs

between urban and rural areas.
5.3. Shift in Consumer Preferences (H4)
The research found that 60% of respondents reported a shift in their preferences toward essential goods

after GST. The ANOVA results confirm that this shift is statistically significant.

ANOVA Test Results:

Product Type Before GST (%) After GST (%) p-value
Essential Goods 55% 70% 0.02
Non-Essential Goods 30% 20% 0.03
Luxury Goods 15% 10% 0.04

Interpretation: The ANOVA results indicate that consumer preferences have significantly shifted toward
essential goods post-GST, with essential goods increasing by 15% and luxury goods declining by 5%. The

p-values for all product categories are less than 0.05, supporting Hypothesis 4.
6. Findings
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Price Sensitivity: Consumers in Rajasthan have become more price-sensitive after the introduction
of GST, with a significant increase in price sensitivity scores.

GST Awareness: There is a significant gap in GST awareness between urban and rural consumers.
Urban consumers exhibit a much higher level of awareness than rural consumers.

Shift in Preferences: Consumers have shifted their preferences toward essential goods, while the

demand for non-essential and luxury goods has decreased post-GST.

lusion

The findings of this study show that the introduction of GST has had a significant impact on consumer

buying behavior in Rajasthan. Consumers are more price-sensitive and have altered their purchasing habits,

particularly in favor of essential goods. The study also reveals a clear disparity in awareness between urban

and rural consumers, with urban consumers being more informed about GST. These findings suggest that

while GST has made consumers more cautious about their spending, it has also led to greater demand for

essential goods.

8. Recommendations

Rural Awareness Campaigns: To bridge the gap in awareness, it is recommended that targeted
campaigns be launched in rural areas to educate consumers about GST and its benefits.

Price Sensitivity Adjustment: Businesses in Rajasthan should adjust their pricing strategies to
align with increased consumer price sensitivity, focusing on competitive pricing and transparent
communication about GST.

Promote Essential Goods: Retailers and suppliers can capitalize on the shift toward essential
goods by promoting these products more effectively and ensuring that their prices remain

competitive post-GST.
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