'PRESS INFORMATION BUREAU
TH I B
GOVERNMENT OF INDIA
HRA AXHR

Economic Times , Delhi
Saturday, 2nd June 2018; Page: 12
Width: 21.17 cms; Height: 72.64 cms; a3; ID: 39.2018-06-02.90

GST Boon For
Flexi Staffing
Industry

The input tax credit benefit under GST prompted
companies to increase their hiring of temp
employees such as sales and support staff.
Varuni Khosla & Sreeradha D Basu report

New Delhi/Kolkata: Nearly a year
intoit'srollout, the Goodsand Services
Tax has proved to be a boon for the
z33,000 crore flexi-staffing industry,
with the introduction ofinputtax cred-
its boostingjobs and growth.

The input tax credit benefit under
GST prompted companies to increase
their hiring of temp employees such as
sales and supportstaff, resultinginan
up to 60% annual growth for staffing
firms such as TeamLease Services,
Tkya Human Capital Solutions (a divi-
sion of Quess Corp.), Randstad, Kelly
Services, Adeccoand Spectrum Talent
Management.

Ecommerce, IT/ITeS, retail and
FMCG are the sectors leading the
charge in theflexi-staffing space since
GST was rolled out on July 1 last year.
Telecom, hospitality, manufacturing
and g financialservicesandin-
surance companiesarealsoincreasing
their outsourcing of staff.

At Ikya, growth was 37% this past
year,compared withan average of20%.
“We feel that some of the growth this
year hasbeen due to the quick formali-
sation that's begun to happen and due
to the reforms brought in by GST," said
CEOLohit Bhatia.

Tkya's year-end general staffingcount
reached an all-time high
0f 157,000-plus associates,
withanetadditionof about
43,000 people assigned to
new and existing clients

Impetus
to Growth

According to TN Hari, head ofhuman
resources at online grocer BigBasket,
the introduction of GST has totally
changed thegame on staffingservices.
Prior to GST, service tax was a deter-
rent, so cost-conscious companies tried
toinsource staffeven though hiving it
toathird party made strategic sense.

“After GST, one can set off the entire
amount paid on outsourced staff-
ing cost against the GST payable on
the goods sold,” said Hari. “We have
stepped up the flexi-staffing model be-
cause it has suddenly become attrac-
tive. Some of our staffing woes have
disappeared because of this. From 50-
50, we have moved t0 70-30 third-party
toownrolls.”

Previously, aretailstore hiring temps
couldnotclaimanythingon theservice
tax charged, said Spectrum Talent
Management’s director Vidur Gupta.
Now, even with GST billed at 18%, the
clients can claim it all back, he said.

Spectrum’scontract staffing business
grew 60% versus40% the year before.

“Earlier, companies would prefer to
hire these employeesdirectly, but that
is changing. Contract-staffing firms
chargea monthly maintenancefeeand
spcompanies are finding itmore profit-
able to go through them,” said Gupta.

“The BFSI sector will be
the next boom in the con-
tract-staffing space,” said
Bhatiaof IKya.
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organised staffing pro-

viders. The benefit of input credit has
helped organised staffing playerstobe
more competitive as compared to un-
organised players,” said Chakraborty.

In the past year, TeamLease’s busi-
nessgrew by 20%.

According to Chakraborty, employ-
ersprefer contractual engagements for
administrativeand supportstaff, sales
and marketing, human resources and
blue-collar roles.

Inthepre-GSTregime, someunorgan-
isedstaffingunits had a pricing advan-
tagebecause they didn'tcharge service
tax. Now, however, thereis an incentive
for customers to choose the services of
tax-compliant staffing firms, which
allows them toclaim inputtax credit.

Given the features of GST such as fil-
ingofreturns, availingofinputcredits
and invoice matching, staffingcompa-
nieswith a strong focus on compliance
and robust internal processes are bet-
ter positioned to meet the normsofthe
new tax regime.

Compared to last year, in
2018 we see a substantial increase of
requirements and mandates towards
flexi-staffing from the IT industry,”
said Mayank Patel, director of profes-
sional staffing at Adecco.

Kelly Services India posted double-
digit growth over the year before.

“Wedidsee afew clients who held back
expansion at the start of GST because
they were not sure of the impact it
mighthaveontheir hiringdecisions. In
thelongrun, thiswillhelp the tempand
contract staffing market,” said man-
aging director Thammaiah BN. “The
government is also taking initiatives
towards bringing in labour reforms
and opening up more sectors for temp
andcontractstaffing, whichwillcreate
more growth and jobs.”

Staffing firms TeamLease Services,
Ikya Human Capital Solutions,
Randstad, Kelly Services, Adecco and
Spectrum Talent Management are re-
porting up t0 60% growth in business
since GSTroll-out.
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