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IMPACT OF GST ON ONLINE SELLERS AND MARKETPLACE PLATFORMS
Dr.P.Gomathi Devi,Assistant Professor in B.Com(CA),NGM College, Pollachi

Abstract

The implementation of the Goods and Services Tax (GST) has profoundly transformed
the operations of online marketplaces in India. These digital platforms facilitate interactions
between buyers and sellers for the exchange of goods and services over the internet, with notable
examples including Amazon, Flipkart, and Meesho. The introduction of GST established a
uniform indirect tax system that replaced a myriad of taxes, including VAT, service tax, and
excise duty, thereby streamlining the taxation process for e-commerce enterprises. The GST
framework mandates registration for e-commerce sellers and incorporates the Tax Collected at
Source (TCS) mechanism for e-commerce operators. These initiatives enhance tax compliance,
promote transparency in online transactions, and facilitate improved oversight of digital business
activities. In summary, GST has significantly contributed to the regulation of online
marketplaces while fostering the growth of India's digital economy.

Keywords: Online marketplaces, E-commerce, Online transactions, Digital economy.
Introduction

The introduction of the Goods and Services Tax (GST) in July 2017 represented a significant
reform of the Indian indirect taxation system. This reform has had a considerable impact on the
rapidly expanding e-commerce sector. Online marketplaces have emerged as vital components of
contemporary retail, enabling businesses to reach consumers across geographical boundaries via
digital platforms. Under the GST framework, online marketplaces are classified as E-Commerce
Operators (ECOs), responsible for collecting and remitting Tax Collected at Source (TCS) on
supplies made through their platforms. When a seller transacts goods through an online
marketplace, the operator withholds a small percentage of the transaction value as TCS and
submits it to the government. This system ensures enhanced tax compliance and transparency in
online transactions.

Objectives of the Study

» The role of Tax Collected at Source (TCS) in online marketplace transactions.
» Benefits of GST for online marketplaces.
» Challenges faced by small sellers operating through online marketplaces.

Role of Tax Collected at Source (TCS) in Online Marketplace Transactions

Within the GST framework, Tax Collected at Source (TCS) is pivotal in regulating
transactions conducted through online marketplaces. TCS is a mechanism by which e-commerce
operators collect a small percentage of tax from sellers on the value of taxable supplies made

ICSSR — SRC Sponsored One Day National Level Conference — School Of Commerce, NASC

175



Sectoral Analysis of Growth Potential in the Major Economic Industries After the GST
ISBN — 978-935779-279-0

through their platforms and subsequently remit it to the government, as stipulated under Section
52 of the CGST Act, 2017. Online marketplaces such as Amazon, Flipkart, and Meesho serve as
intermediaries connecting buyers and sellers. When a seller transacts goods or services through
these platforms, the e-commerce operator collects payment from the customer. A small
percentage (typically 1% TCS) is deducted from this payment and remitted to the government,
while the remainder is transferred to the seller. The TCS mechanism aids the government in
effectively monitoring and recording online transactions. As e-commerce operators are required
to report details of sales made through their platforms in periodic GST returns, a transparent
digital record of business activities is established. This process mitigates the risk of tax evasion
and ensures that sellers accurately report their turnover and fulfill their tax obligations.
Additionally, TCS promotes tax compliance among online sellers, as the amount collected is
reflected in the seller’s electronic cash ledger on the GST portal, which can be utilized to settle
their GST liabilities.

Benefits of GST for Online Marketplaces

The implementation of GST has conferred numerous advantages upon online
marketplaces and e-commerce enterprises. By consolidating multiple indirect taxes into a unified
tax system, GST has simplified taxation and enhanced the efficiency of digital commerce in
India. Major e-commerce platforms such as Amazon, Flipkart, and Meesho have derived benefits
from this streamlined tax structure.

1. Unified Tax Structure:

GST has replaced various indirect taxes, such as VAT, service tax, and excise duty, with
a single tax system, thereby simplifying the taxation process for online marketplaces.

2. Easier Interstate Trade:

Under GST, goods and services can be transacted across states without encountering
multiple tax barriers. The Integrated GST (IGST) system facilitates online sellers in reaching
customers throughout India, which fosters e-commerce growth and broadens market
opportunities.

3. Improved Tax Compliance:

GST has introduced mechanisms such as TCS for e-commerce operators, ensuring that
online transactions are accurately recorded and reported, thereby enhancing tax compliance and
minimizing tax evasion in digital trade.

4. Increased Transparency in Transaction:

The GST framework mandates online marketplaces to maintain comprehensive digital
records of transactions, improving transparency in online business operations and enabling tax
authorities to monitor sales and tax payments more effectively.
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5. Input Tax Credit (ITC) Benefits:

Under GST, businesses can claim Input Tax Credit for the tax paid on goods and services
utilized in business operations, thereby alleviating the overall tax burden on e-commerce
companies and enhancing cost efficiency.

6. Growth of the Digital Economy:

GST has fostered the expansion of the digital marketplace by establishing a structured
and transparent tax environment, encouraging more sellers to join online platforms and
promoting the development of India’s digital economy.

7. Better Logistics and Supply Chain Efficiency:

By eliminating state-level tax barriers and check posts, GST has improved transportation
and logistics efficiency, facilitating the rapid movement of goods across states for the benefit of
both e-commerce companies and consumers.

Challenges for Small Sellers Who Operate Through Online Marketplaces
1. Mandatory GST Registration

Under GST, sellers utilizing e-commerce platforms must obtain GST registration
regardless of their turnover threshold. Typically, small businesses below the threshold are
exempt from GST registration; however, this exemption does not apply to most online sellers,
thereby increasing the administrative burden for small enterprises and new entrepreneurs.

2. Frequent Return Filing

GST mandates sellers to file regular tax returns through the online GST portal. Small
sellers must accurately maintain records of sales, purchases, and tax payments and submit returns
periodically, a process that can be complex and time-consuming for businesses with limited
accounting expertise.

3. Tax Collected at Source (TCS) Deduction

E-commerce operators withhold TCS on transactions made through their platforms.
Although sellers can later claim this tax as credit, it temporarily diminishes their working capital,
potentially imposing financial strain on small sellers.

4. Digital Compliance and Technical Knowledge

The GST system operates entirely digitally, encompassing online registration, invoice
generation, and return filing. Small sellers lacking digital skills or technological resources may
struggle to comply with these online processes.
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5. Increased Record-Keeping Requirements

Sellers are obligated to maintain detailed records of transactions, including invoices, tax
details, and supply information. Proper documentation is essential for GST audits and return
filings, imposing additional administrative responsibilities on small businesses.

6. Logistics and Tax Classification Issues

Small sellers frequently encounter difficulties in determining the appropriate GST rate
and classification for their goods or services. Misclassification can result in penalties or
compliance challenges, particularly for businesses offering a diverse range of products through
online platforms.

7. Additional Compliance Costs

To navigate GST requirements, many small sellers may need to engage accountants, tax
consultants, or software services, thereby increasing operational expenses and diminishing profit
margins.

Conclusion

Online platforms such as Amazon and Flipkart have adapted to the GST framework by
ensuring enhanced tax compliance and standardized procedures for sellers. The introduction of
mechanisms such as Tax Collected at Source (TCS) has further strengthened tax monitoring and
revenue collection for the government. However, despite these advantages, GST has also
introduced compliance challenges for small sellers, including registration obligations, regular
return filing, and digital record maintenance. Continuous policy enhancements and technological
support from marketplaces could mitigate these challenges over time. Overall, GST has been
instrumental in promoting transparency, improving tax compliance, and facilitating the growth of
India’s online marketplace ecosystem, thereby contributing to the expansion of the nation’s
digital economy.
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