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Goods and Services Tax and the MRP sticker
conundrum
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Mint, a business newspaper, quotes Safir Anand on his views on the challenges and alternatives of
using new MRP stickers under the new Goods and Services Tax regime. In the wake of the GST
reform sweeping across India, government guidelines call for new Maximum Retail Price (MRP)
stickers on pre-GST stock. These new stickers will display the price under the new tax regime,
superseding the price printed on the packaging. Concerns abound over whether these new rules are

contrary to Indian metrology laws.

“Ideally, the government should have notified the use of stickers under The Legal
Metrology Act, according to Safir Anand, senior partner at law firm Anand and Anand.
Under this act, goods with stickers can be confiscated, he added. According to Anand,

the challenge with stickers is ensuring authenticity as they can be tampered with.”
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Consumer goods firmsin
a fixover MRP guidelines
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Companies worried about the contradiction with existing rules, logistical challenge
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MUMBAI

ackaged consumer
goods makers such
as Dabur India Ltd,
Marico Ltd and God-
rej Consumer Prod-
ucts Ltd (GCPL) are worried about
theimpact of new guidelinesissued
by the government on displaying
the maximum retail price (MRFP) of
productsunder the new goodsand
services tax (GST) regime.

Aimed at ensuring that compa-
niesandretailers have away of deal-
ing with older (so-called pre-GST)
stock, and preventing profiteering,
the guidelines, announced on Tues-
day, allow companies to print, stamp
orusestickers toshowthe new MRP
on a product package. They also
insist that companiesissue adsinat
least two newspapersifthey arerais-
ing the prices of any products. And
that they feature both the new (post-
GST) and old (pre-GST) MRPs on
the new packaging.

The companies are worried the
first will make them break the rules
of the Legal Metrology Organisa-
tion, a state government depart-
ment that oversees weights, meas-
ures and price displays on packs.
Accordingto these, stickersaren’t
allowed on top of the maximum
retail price (MRP) and tampering
with MRP is an offence.

Logistically too, experts say, it
will bea challenge for manufactur-
ers who started billing under the
new tax system to put the stickers
on millions of packages that are
already in the retail stores.

“For staple companies, putting
new stickers on millions of packs is
a challenge. It would be cumber-
some to change prices of packs over-
night,” said Abneesh Roy, senior
vice-president and research analyst,
institutional equities, Edelweiss
Securities Ltd, inareport on5 July.

“This is a new googly thrown at
us, The intent is good but logisti-
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Sticker shock

The packaged consumer goods supply chain is a complex one, involving
distributors, stockists, wholesalers and retailers. There are close to nine million
*kirana’, or mom-and-pop stores, across the country. It can be a formidable
task for manufacturers to use stickers that reflect the maximum retail price
under the GST regime on pre-GST product packages which are in stock with
distributors and retailers, These are the kind of numbers manufacturers are

looking at in a part of the supply chain.

+——— (inmillion) ————

Number of

Company distributors ~ Directreach  Total reach

Hindustan Unilever 000 24

Dabur India 10

Godrej Consumer Products 11

Marico 10

Emami 0.7

Jyothy Laboratories 10

Source: Company officials, company websites and analysts
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Likewise, Marico, the manufac-
turer of Parachute and Saffola oils,
isalsoin the process of understand-
ing the new requirement. “It's con-
fusing,” said Vivek Karve, chief
financial officer, Marico.

Hindustan Unilever Ltd (HUL)
hasneo plansto take up the govern-
ment offer to affix asticker on pre-
GST stock. “HUL manages its
inventoriestightly and hencewe do
not intend to avail the relaxation
provided by the government to
affixasticker on unsold stocks asof
30.June 2017 to communicate price
changes due to GST if any. Our
pricing actions have already started
landing in the market and further
changes should also land in the
market in the coming days after fac-
toring in normative lead times,”
said an HUL spokesperson,

Ideally, the government should
have notified the use of stickers
underthe Legal Metrology Act, said
Safir Anand, senior partner at law
firm Anand and Anand. Under this
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their artwork and packaging to
show old and new pricing.

“Thiscan take a fewdaystoafew
weeks depending on the processof
the individual companies,” said
causedelaysin new goodst éaching
shop shelves as this change was
announced only on Tuesday.

The new requirement, in con-
Jjunctionwith the anti-profiteering
ruleunder GST, will deter compa-
nies from raising prices. Skin care
and ayurvedic products, deter-
gents, malt beverages, some bis-
cuitsand paints have come undera
higher tax slab in the GST com-
pared with the erstwhile value-
added tax regime.

“We will absorb the increased
costsdue toahigher tax rate under
GST at least for this quarter. This
could mean a hitof about 4% on our
margins,” said Vikram Agarwal,
founder and director, Greendot
Health Foods Ltd, maker of the
Cornitos brand of nachos.
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