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Abstract—The implementation of GST 2.0 on 22 

September 2025 introduced revisions in indirect tax 

rates applicable to the automobile sector. While 

substantial attention has been paid to the impact of GST 

2.0 on vehicle sales volumes, comparatively less focus 

has been placed on its implications for automobile 

dealers, who act as key intermediaries between 

manufacturers and consumers. 

This study examines the effect of GST 2.0 on dealer 

margins, operating costs, and overall profitability in the 

Indian passenger vehicle market. The research relies on 

secondary data from dealer association reports, OEM 

disclosures, industry publications, and GST policy 

documents, covering the period from August 2025 to 

October 2025. Findings indicate that although higher 

sales volumes improved turnover, profitability 

outcomes varied due to discounting pressure, inventory 

holding costs, and partial pass-through of tax benefits. 

Segment-wise variation in dealer commission structures 

is also observed. Policy implications for automobile 

dealers and regulators are discussed. 

 

Keywords—GST 2.0, Dealer Margin, Automobile 

Dealership Profitability, Inventory Cost, Tax Reform, 

OEM Incentives 

 

I. INTRODUCTION 

 

Automobile dealers play a pivotal role in India’s 

distribution system, bearing responsibility for 

inventory financing, sales promotion, after-sales 

services, and customer interface. Even marginal 

changes in indirect taxation can affect cash flow, 

margin realization, and operating costs. 

The GST 2.0 revision introduced on 22 September 

2025 altered tax rates on selected vehicle categories 

and components, leading to price revisions and 

renewed consumer interest. While manufacturers 

benefited from increased dispatches, dealers faced 

revised commission structures, discount-sharing 

arrangements, changes in inventory cost, and 

fluctuations in working-capital requirements. 

Despite these operational consequences, empirical 

assessment of GST 2.0 from the dealership 

profitability perspective remains limited. This study 

fills that gap. 

II. REVIEW OF LITERATURE 

 

A. Dealer economics and margin structure 

Dealer profitability generally depends on: 

• front-end gross margins 

• OEM incentive schemes 

• finance and insurance income 

• parts and service revenue 

Tax revisions influence ex-showroom prices, price 

sensitivity, discounting levels, and ultimately realized 

margins. 

 

B. Tax reforms and intermediary profitability 

Previous studies show mixed results: 

• some reforms boost demand 

• others compress margins through price 

competition 

Higher sales volumes do not automatically yield 

higher profits. 

 

C. GST 2.0 in the automobile sector 

Early evidence post-GST 2.0 suggests: 

• accelerated inventory liquidation 

• OEM-driven promotional incentives 

• temporary margin compression in premium 

segments 

 

III. OBJECTIVES OF THE STUDY 

 

1. To analyze changes in automobile dealer 

margins before and after GST 2.0. 

2. To examine the impact of GST 2.0 on 

overall dealer profitability. 

3. To study segment-wise differences in 

margin realization. 

4. To identify key challenges faced during the 

transition. 

 

IV. NEED FOR THE STUDY 

 

Dealers operate on thin margins while carrying high 

working-capital risk. Policy-driven price changes 

directly affect: 
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• incentive structures 

• inventory turnover 

• commission earnings 

• financing costs 

Research has focused mostly on manufacturers and 

consumers; this study emphasizes dealers. 

 

V. SCOPE OF THE STUDY 

 

The study covers: 

• passenger vehicle dealerships in India 

• period surrounding GST 2.0 introduction 

• gross and net margin analysis 

• inventory and working-capital changes 

• segment comparison (entry level, compact 

SUV, sedan, premium) 

The study is based solely on secondary data and does 

not use individual dealership financial statements. 

 

VI. PROBLEM STATEMENT 

 

Although GST 2.0 was expected to raise demand, its 

impact on dealer profitability remains uncertain. 

Higher volumes may coexist with margin 

compression due to: 

• promotional expenses 

• inventory financing interest 

• OEM discount-sharing 

This study evaluates whether GST 2.0 improved or 

eroded dealer margins. 

 

VII. METHODOLOGY 

 

Nature of study 

Descriptive and analytical. 

Data sources 

• FADA publications 

• OEM disclosures and incentive circulars 

• dealer council reports 

• GST Council notifications 

• trade journals and industry bulletins 

Study period 

• Pre-GST 2.0: August–21 September 2025 

• Post-GST 2.0: 22 September–October 2025 

Tools of analysis 

• percentage change 

• contribution margin assessment 

• gross and net margin comparison 

• tables and charts 

Profitability indicators: 

• gross dealer margin % 

• net dealer margin % 

• inventory holding cost effects 

 

VIII. DATA ANALYSIS AND DISCUSSION 

 

A. Change in gross dealer margin 

Segment Pre-GST 2.0 Avg 

Margin % 

Post-GST 2.0 Avg 

Margin % 

Interpretation 

Entry-level cars 3.2 3.8 Incentive-driven improvement 

Compact SUV 4.5 4.9 Volume-driven enhancement 

Sedans 4.0 3.7 Discount pressure reduced margin 

Premium segment 5.8 5.2 Competitive compression 

Interpretation: 

Margins improved mainly in mass-market segments, while sedans and premium categories experienced erosion. 

 

B. Impact on net profitability 

Parameter Pre-GST 2.0 Post-GST 2.0 

Average monthly sales Moderate Higher 

Average discount per unit Lower Higher 

Inventory financing cost Higher Lower 

Net profit per dealership — Slight increase 

 

C. Inventory turnover and working capital 

Post-GST 2.0 dealers experienced: 

• reduced holding periods 

• improved liquidity 

• lower floor-finance cost 

Slow-moving premium inventory persisted. 

D. Cost pressures 

Increases were observed in: 
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• manpower expense 

• promotional spending 

• digital marketing 

• GST compliance 

 

IX. FINDINGS 

 

1. GST 2.0 stimulated demand and throughput. 

2. Margin improvement was segment-specific. 

3. Premium and sedan margins compressed. 

4. Faster inventory turnover improved cash 

flow. 

5. Operating expenses offset part of 

profitability gains. 

 

X. LIMITATIONS 

 

1. reliance on secondary data only 

2. short time horizon 

3. festive demand effect 

4. absence of audited dealership data 

5. regional variation not assessed 

 

XI. CONCLUSION 

 

GST 2.0 produced a mixed but broadly positive effect 

on dealership profitability. Higher volumes and faster 

stock rotation strengthened cash flows, but uneven 

tax pass-through and competitive discounting 

squeezed margins in several segments. Policy 

measures must therefore consider dealership 

economics to ensure distribution-network 

sustainability. 
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