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Abstract: India’s services sector is the highest contributor to Indian Economy and it contributes over 57 percent to GDP. The sector has been 
attracting more foreign investments, contributing significantly to exports and providing large-scale employment. It includes trade, software 
services, hotel industry, entertainment,  travel, transport, storage, communication, finance, insurance, business services, social services, 
construction, etc., Hence, due importance is given to the sector and about 18 percent GST is lived on most of the services against 15 percent 
earlier.  In fact, the GST as ‘one tax’ has eliminated 17 multiple taxes. The Economic Survey 2016-17 reveals that software sector performed best 
in exports accounting 73.7 billion US Dollars, followed by business services with 32.9, travel 23.2, transportation 15.9, financial services 5.1 and 
miscellaneous 121.2 US Dollars totaling the exports of 163.1 US Dollars.  The service sector is a coordinate topic which needs to be studied the 
very impact of the GST and how it contributes to the country’s economy. Objectives of the study include to study the service sector and its role 
in the economy and also to study the impact of the GST on the sector.  It is observed that there is less impact on the sector and the data shows 
it is quite normal and makes zero difference. 
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1. Introduction 

The new Goods and Services Tax (GST) is a unified tax structure that 
was implemented by the Government of India on 1st July 2017. The 
new administration has introduced critical change in tax assessment 
levels and principles related to it. On an average, we see the tax slab 
increasing from 15 percent to 18 percent for most of the services. 
While this may mean higher cost of administrations to the end 
purchaser, GST likewise shows a ton of chances, pushing simplicity of 
business. 

1.1. Definition of GST 

“GST is a tax on goods and services with value addition at each stage 
having a comprehensive and continuous chain of a set of benefits from 
the producer’s or service provider’s point up to the retailer’s level 
where just the last shopper should bear the duty.” 

1.2. Advantages of GST 

The Central Board of Excise and Custom (CBEC) renamed as Central 
Board of Indirect taxes and Customs (CBIC) is the nodal national agency 
responsible for administering Customs, Central Excise, and Service Tax 
& Narcotics in India. The CBEC has released few advantages which 
would accrue to Citizens, Trade or Industry and the Central or State 
Government with the introduction of GST. The advantages to the 
Citizens are: 

1.3. Simpler tax system  

 Reduction in prices of goods and services due to the elimination 
of cascading. 

 Uniform prices throughout the country. 
 Transparency in the taxation system. 
 Increase in employment opportunities. 

1.4. The advantages accruing to the Trade or Industry 
are 

 Reduction in the multiplicity of taxes. 
 Mitigation of cascading/double taxation. 
 More efficient neutralization of taxes especially for exports. 
 Development of common national market. 
 Simpler tax regime-fewer rates and exemptions. 
 The advantages accruing to the Central or State Government are: 
 A unified common national market to boost Foreign Investment 

and “Make in India” campaign. 
 Boost to export/manufacturing activity, generation of more 

employment, leading to reduced poverty and increased GDP 
growth. 

 Improving the overall investment climate in the country which 
will benefit the development of states. 
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 Uniform SGST and IGST rates to reduce the incentive for tax 
evasion. 

 Reduction in compliance costs as no requirement of multiple 
records keeping. 

2. Services sector in India 
India is a solid administration drove the economy with the segment 
creating a huge piece of work openings and adding to the GDP. It 
contributed around 66.1 for every penny of India's Gross Value Added 
(GVA) development in 2015-16, is the greatest magnet for Foreign 
Direct Investment (FDI), and a critical net outside trade worker. A 
portion of the center territories of administration are IT and ITES, 
saving money and budgetary administrations, outsourcing, innovative 
work, transportation, media communications, land, and expert 
administrations. Roundabout assessments have dependably been 
contributing more than coordinate duties to the Government's 
Revenue. Administrations exclusively contribute a noteworthy piece of 
the entire Gross Domestic Product (GDP), thusly; it demonstrates the 
significant commitment of Services in charges too. Administration 
segment does command the GDP commitment as well as draws in the 
outside speculation towards the Indian Economy. Administration 
Sector contributes essentially in trade and in addition, gives a vast 
scale business. India's administration's segment covers a wide 
assortment of exercises, for example, exchange, inn and eateries, 
transport, stockpiling and correspondence, financing, protection, land, 
business administrations, network, social and individual 
administrations, and administrations related with development.  

The GST committee has chosen in its 22nd gathering that Presently, 
anybody making between state assessable supplies, aside from 
between State work laborer, is mandatorily required to enroll, 
independent of turnover. It has now been chosen to absolved those 
specialist organizations whose yearly total turnover is not as much as 
Rs. 20 lacs (Rs. 10 lacs in extraordinary class states aside from J and K) 
from acquiring enlistment regardless of whether they are making 
between State assessable supplies of administrations. This measure is 
relied upon to essentially diminish the consistency cost of little 
specialist organizations. As GST Council has changed the rates on 
administrations in the 22nd gathering hung on sixth October 2017. 

2.1. The Economic survey on service industry 

The Economic Survey 2016-17 reveals that out of the total exports of 
India’s service industry, software sector performed best in exports 
accounting 73.7 billion US Dollars, followed by business services with 
32.9, travel 23.2, transportation 15.9, financial services 5.1 and 
miscellaneous 121.2 US Dollars totaling the exports of 163.1 US 
Dollars.  It shows the service sector has a significant contribution in 
earning the foreign exchange for the country. 

2.2. Need of the study  

The foregoing paragraphs interpret that the service sector has been 
the major source of foreign exchange and maximum contributor for 
the GDP.  Hence, the service sector is one of the best income 
generating and employment opportunities providing sectors in India.  
It is, therefore, there is a need to study the impact of the GST on the 
service sector and how the service sector is impacted by the modern 
tax reform. 

2.2.1. Objectives 

The objectives of the study are 

 To study the role of the service sector in India’s economy and  
 To study the impact of the GST on various services of the service 

sector.  

2.2.2. Methodology 

The study is based on the secondary data collected from online 
sources. 

2.2.3. Analysis 

The impact of the GST on banking and finance, transport, insurance, 
telecom, automobile, customer durables, pharma and healthcare, and 
FMCG is analyzed in the following pares.  

2.3. Software sector 

Programming area has been battling with vulnerability in tax collection 
matters for long. Right off the bat, the issue was raised whether 
programming is a merchandise or administrations. The issue was 
constantly disagreeable. Another issue was raised concerning whether 
Service Tax or VAT is payable on IT benefits. When IT specialist 
organizations are situated in one place and give administrations from 
that place. The place can be enlisted under GST. That enlisted put will 
be dealt with an area of the provider. From that place, all assessments 
can be paid in view of whether the beneficiary is situated inside the 
state (CGST in addition to SGST) or outside the state (IGST). All sources 
of info will be gotten at that place and information charge credit will 
be taken. 

2.4. Import of services 

Once in a while, the IT specialist organization may import 
administrations from outside India. In such circumstances, on these 
import of administrations, IGST will be payable and full credit of IGST 
will be accessible. 

2.5. Export of services 

Section 16 of the IGST Act places fare of merchandise and ventures on 
a similar balance. Fare of IT administrations will be dealt with as zero 
appraised supply. The provider can either send out administrations 
subsequent to paying IGST and claim a discount or can trade 
administrations without an installment of IGST under bond or under 
the letter of undertaking. 

2.6. Banking and Finance 

The GST marks a substantial shift from the current tax regime. Owing 
to the nature and volume of operations provided by banks and NBFCs 
viz-a-viz lease transactions, hire purchase, related to actionable claims, 
fund, and non-fund based services etc., GST compliance will be quite 
difficult to implement in these sectors. Currently, NBFCs and banks 
with pan-India operations can discharge their service tax compliances 
through a single registration. However, under the GST, they would 
need to obtain a separate registration for each state where they 
operate. Under GST, 50per cent of the CENVAT credit availed against 
inputs, input services, and capital goods is to be reversed which leaves 
them with a position of reduced credit of 50 percent on capital goods, 
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thereby increasing the cost of capital. The impact of GST on banks and 
NBFCs will be such that operations, transactions, accounting, and 
compliance will need to be reconsidered in its entirety. 

2.7. Transport 

The new taxation in this sector will help in more efficient cross-state 
transportation, less paperwork for road transporters, and bring down 
logistics costs. Previously all the 29 states collected taxes at different 
rates on goods that moved across their borders. As a result, tax on 
freight was collected multiple times. The GST will replace around 15 
state and federal taxes and tariffs. The incidence of tax will come down 
to 5per cent from 6per cent for bookings made on cab aggregators like 
Ola and Uber. Buses and pick-up vans carrying more than 10 
passengers will be subjected to no extra cess. With the reduction in 
rates, domestic travel or budget travel will become easier compared 
to business class travel. Business class travel will get costlier with a 
marginal increase from 9per cent to 12per cent. Non-AC train travel 
has been exempted and AC travel will become a bit more expensive as 
the tax rate has gone up to 5per cent from the present 4.5per cent. 
Other options like metro, local trains, and religious travel have also 
been exempted. 

2.8. Insurance 

2.8.1. Term Plan: Term plans purely offer death benefit and is 
termed as pure risk protection plans. In such plans sum assured is paid 
to the nominee, if insured dies during the Term of the policy. And if 
policyholder survives the policy term, he has to forgo the entire 
premium as no maturity value is paid in term plans, apart from the 
term plans with a return of premium (TROP) option. 
 
2.8.2. Endowment Plans: Endowment plans or traditional insurance 
savings plans offer both death and maturity benefit, whichever occurs 
first. Currently, endowment plans attract a service tax of 3.75 percent 
on the premium in the first year of the policy and are expected to rise 
to 4.5 percent in the first year under the new tax regime. As of now, 
1.88 percent of the service tax is levied on endowment plan's premium 
for the second year which is expected to rise to 2.25 percent from the 
second year onwards after the implementation of GST. 
 
2.8.3. ULIP: Unit Linked Insurance Plans (ULIPs) also offer dual benefit 
of insurance and investment. At present, service tax of 3.5 percent is 
levied on protection part of ULIPs in the first year and 1.75 percent 
from second year onwards. This would go up to 4.5 percent in the first 
year and 2.25 percent from second year onwards. 
 
2.8.4. Health Insurance Plan: Currently, health plan premium 
attracts a service tax of 15 percent on its premium cost. With the 
introduction and implementation of the GST, the cost of purchasing 
the health insurance will become expensive as it will attract a tax of 
about 18 percent on premium from April 2017. 
 
2.8.5. Motor Insurance: Motor insurance premium also attracts the 
service tax of 15 percent which will rise to 18 percent from April 2017, 
if the rate is fixed up to this specified percentage mark. But here the 
question arises that a hike in tax should impact your decision of buying 
insurance or not. It is true that GST will make buying insurance a little 

expensive but it is very important for an individual to secure his life, 
especially when the individual is the sole bread-earner of the family. 

Table-1: Overall impact of GST on insurance sector 

Type of policy Before GST After GST implementation 

Pure risk insurance/term 
insurance 

15 per cents 18 per cent 

Endowment Plan (1styear) 3.75 per cent 4.5 per cent 

Endowment Plan (2ndyear) 1.88 per cent 2.25 per cent 

ULIPs 15 per cent 18 per cent 

Health Insurance 15 per cent 18 per cent 

Motor Insurance 15 per cent 18 per cent 

 

Figure -2: Difference in Tax before and after GST implementation 

2.9. Telecom 

The sector is facing severe pressure in the form of intense competition 
from Reliance Jio.  Under the GST regime, telecom services will be 
taxed at 18 percent as against 15 percent earlier. There are 
expectations that it will work as a salt on the wound for the sector. Any 
price increase will further dampen the scenario. Bharti Airtel, Idea 
Cellular and Reliance Communication should be eyed on the stock 
market. 

2.10. Automobile and auto ancillaries 

The GST rates are for the most part anticipated that would be unbiased 
to the auto division aside from the mixture autos which will be 
exhausted at the 28 for each penny GST +15 for every penny cess. Most 
other vehicle classifications won't see a noteworthy change from the 
present expense structure. Tractors classification will be exhausted at 
12 for each penny against current 6-7 for each penny which will be 
negative for the tractor organizations. Demonetization and BSIII 
standards have effectively harmed the area amid the main portion of 
2017. Under the GST, input charge credit won't be accessible for the 
merchants for the stocks existing before first July thus organizations 
are putting forth rebates on their vehicles. This is required to result in 
edge weight in the June quarter. Stocks, for example, Exide Industries, 
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Mind an Industries and Amara Raja Batteries ought to be viewed by 
financial specialists. 

2.11. Consumer durables 

White great players were already exhausted at 27 for each penny 
(counting 13.5 for every penny VAT) against 28 for each penny under 
the new GST administration. There are desires that with GST coming in 
picture, there will be some expansion in the costs of most customer 
strong things. Be that as it may, showcase experts don't perceive any 
noteworthy effect on the edges of the purchaser solid organizations 
post GST usage. One should watch out for organizations like Crompton 
Greaves, Symphony, and Whirlpool, Have ells and Voltas. 

2.12. Pharma and healthcare 

Pharmaceutical items will see 12 for every penny GST as against the 
prior rate of 10 for every penny. Heavenly attendant Broking trusts 
organizations will have the capacity to pass on this full effect to the 
patients. The social insurance division will stay excluded from the GST 
anyway the contributions by the human services part will be saddled 
at 18 for every penny prompting ascend in the working expenses. 

 

2.13. FMCG   

Quick Moving Consumer Goods (FMCG) division will profit by the GST 
because of the presence of the enormous disorderly market. GST rate 
for items like hair oil, cleansers and toothpaste has been brought down 
by 500-600 bps from the past rates. Organizations, for example, 
Colgate-Palmolive, HUL, Britannia, Heritage Foods and so forth will 
profit by the move. 

2.14. Entertainment 

Earlier, the entertainment tax was levied by states and the rates 
ranged from 0 to 110 percent, with an average of 30 percent, the 
earlier service tax was 15 percent, and the industry enjoyed 60 
percent, abatement. So 40 percent of the 15 percent, the tax had to 
be paid. The total tax during the VAT regime was around 20.5 per cent, 
Under the GST system, tax on the tickets will be 28 percent, along with 
the food and drinks tax of 18 percent. So the rate of expense will be 
lower than the past framework. GST is required to mixedly affect 
media outlets relying upon the states. For states with a high 
excitement charge, GST will be useful as it will diminish the costs for 
the end customers. In any case, GST will negatively affect states, which 
as of now have a low amusement charge. 

3. Conclusion 
It can be concluded from the foregoing analysis that the service sector 
experiences less impact of the Goods and Services Tax and it is quite 
normal.  The Goods and Services Tax (GST) makes zero difference of 
the Goods and Services Tax. 
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