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ABSTRACT

The tourism sector is one of the key
contributors to the total revenue of the
Government of India and is one of the sources of
employment. So the Government should increase
itsfocus on this sector to upgrade the standard of
living for those who purely depend on this sector
for their earning and create a platformfor talented
artisans. Government is on the way to
implementing a proper mechanismof GST refunds
for foreign touriststo align with section 15 of the
IGST Act. Such refunding procedurewill boost the
incoming foreign tourists into India and promote
FDI inthetourismsector. The position of Indiain
International receipts and International tourist
arrival in the world has steadily improved in the
past two decades, including the period after GST
implementation. But FEE obtained from tourism
in India has decline during the pandemic period.
GST has brought uniformity in tax rates. Experts
expect that GST will be beneficial in uplifting the
tourism sector to face global competition. The
ratesof GST in therelated areas of tourismshould
be fixed and maintained low, as any rate hike may
hamper thewholeindustry, mainly thelow-income
group people as well as tourists’ preference.
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INTRODUCTION

Tourismisamultibillion-dollar industry that dlowspeoplefrom deve oped nationsto trave and experience
different cultures. Itstop playersarethemajor international airlines, hotels, online booking services, and
hospitality companies; however, many other companiesand individua s participatein thisindustry. Tourism
can offer opportunitiesand benefitsfor thoseinvol ved, including bringing morerevenueinto theeconomy and
allowing peopletolearn about different cultures.

Theearlier indirect tax levied at both the central and the statelevel createsissuesfor thebusinessesas
state tax like VAT could not set off against central taxes like service tax and vice versa. To end up the
cascading effect of old taxation and to bring uniformity, GST cameinto existenceonthe 1t of July 2017. In
GST, most essential goods and servicesarenil rated or are exempted from GST, while other Goods and
servicesaretaxableat 5%, 12%, 18%, and 28%.

The Covid-19 Pandemic hasbadly affected the globa economy, and thetravel and tourism sector has
been affected. Thetour and travel businessisback on track after the Coronapandemic.

Acharjee, GST will bring simplicity for consumersand will boost thetourism sector if GST ratesare
kept and mai ntai ned between 10% -15%. But, the requirement of uploading invoices/recel ptsand monthly
filing of returnswill be acumbersome processfor the businesses. The non-inclusion of liquor inthe GST
regime defeatsthe purpose of GST to bring uniformity.

Perween and Hajam, Thereisrarely any rel ationship between Government expenditure patternsand
revenue policiesin thetourism sector. Thetax burden on this sector ishigher than the total Government
expenditure spent in correspondenceto thissector. So the Government should boost this sector by increasing
itsshare of thetotal Government expenditure.

Guptaand Swami,The GST rateswould not affect the demand for holiday tours, asthereisonly a
dight increaseinthetax ratescompared to the previoustax regime.

Shrivas, Chhattisgarh facesissueslikelack of transportation and accommodation, lack of trained
guides, Naxalite area, etc. Make proper publicity and adverti sements, give attention to security in tourist
places, and organizetraining programs and educationa coursesrelated to tourism. The Government should
promotethetourism sector and utilizeitsfull potentid to aval theopportunitiesasit woul d reduce unemployment

and bring prosperity.
Saxena, Therate of GST should befixed and maintained at alow rate so that the rate hike may not

affect thetourism sector adversdy. GST hasno impact on thelevel of satisfaction among businesses, theflow
of business, and issuesof complianceand refund claiminginthetourismindustry of Agra. But it hasadirect

impact on changesin pricesintourism. BusinessesinAgraprefer GST over theold taxation system.

Research MM ethodology
Theentireresearchisbased upon the secondary datagathered from:
»  Government Sitesand statistical reports,
»  Newspapersand magazines,
»  Andother related websites
Objectives
Thefollowing are the objectivesof this Research paper:
1. Toandyzetheimpact of GST onthetourismindustry.
2. Tostudy the GST ratesapplicableto:
» Restaurantsand hotels,
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» Thepassengerswhentrave isthroughtherailwaysor airways.
» Tour operators.

Tourism Industry
Figurel1: Tourism Industry

TOURISM
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Handicr aft

Beforetheimplementation of GST, therewasno tax on handi craftsin themgority of states, and only in
afew states VAT of 5% waslevied. But after theimplementation of GST, handicraftswere placed inthetax
net of 12 percent. Dueto this, handicraft products became expensive. Generaly, it involvespeoplefrom
middleor lower-classfamilies, and many of these familiesare engaged in weaving and handicraft finishing
fromtheir generations. At the sametime, thereisno refund of GST paid by foreign tourists on handi craft
products.

The Government ison theway to starting apilot project soon to refund the Goods and Services Tax
(GST) paid by foreign touristsvisiting India. It shall benefit those peoplewho arenot acitizen of Indiaand has
gayedinIndiafor lessthan six monthsand can clam thisrefund. Asper experts, many changesare needed for
the proper implementation of thisscheme, sothiswill taketime, and a o, thisschemewill boost thetourism
sector aswell ashandicrafts, clothes, etc.

Hotels and Restaur ants

In the pre-GST regime, the restaurant services were treated as a composite supply, so VAT was
charged on thefood component and servicetax on the service component.

Inthe previousregime, hotel roomswith atariff rate above Rs. 1,000 wereliableto aservicetax of
15%. Abatement of 40% wasallowed on thetariff value, dueto which theeffectiverate of servicetax was
dragged down to 9%, but its effect wasinsignificant sincethe VAT (12-14.5%) and luxury tax also apply.
Whileinthe case of restaurants, the abatement of 60% brings down the effectiverate of servicetax to 6%,
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apart fromVAT. Inthe GST regime, inthe case of restaurant services, the supply of food itemsand services
istreated asthe supply of serviceonly (i.e., serviceisthemain eement).
Table 1: GST ratesin Hotelsand Restaurantsfrom 18/07/2022 onwards

Particulars GST Rate
Food supplied or catering services by Indian 5% (without ITC)
RailwaysIRCTC S
Stand alone Restaurants (irrespective of air 5% (without ITC)
conditioned or otherwise):

U Dine-In

U Food Parcels or Take away
O Outdoor catering services
U Food Home Delivery

Banquet Hall 18% (with ITC)

Restaurants within hotels
*  Where room tariff isless than Rs 7,500 per 5% (without ITC)

unit per day
»  Where room tariff is more than or equal to Rs
7,500 per unit per day 18% (with ITC)
Hotel Room let out
Q Tariff Up to 7,500 per day 12%
U Tariff >7,500 per day 18%
Miscellaneous service 18% (with ITC)

Table 1 describesthe current GST rates applicabl e to restaurants and d hotel sroom services.

In case of onlinefood delivery from arestaurant through ECO (such asZomato, Swiggy), the ECO
shdll beliableto pay GST at 5%/18% on such restaurant services, depending on thelocation of therestaurant.
Following arethe names of somefood delivery apps:

Zomato JustEatr Voosh
Swiggy EatSure Pizza Hut
Travelkhana | Eat.Fit | Tastykhana

Box8 Dunzo | FoodMingo

FreshMenu | Magicpin | Faaso’s

Attheearly stage of GST theroomsweretaxableat thefollowing rate of GST onthe basisof their tariff
rates.

Table2: GST ratesin Hotel s (01/07/2017 to 30/09/2019)
Particulars GST Rate

Up to Rs. 1000 per day Nil

Rs 1001 to Rs 2499 per day | 12% (with ITC)

Rs 2501 to Rs 4999 per day | 18% (with ITC)

Rs 5000 and more 28% (with ITC)
July to September 2025  www.shodhsamagam.com Impact Factor
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Table2 depictsthat at an early stage of GST, therate of GST for hotel roomswith atariff rate below
Rs. 1000 per day at anil rate. But asper Table 1, theselow-budget rooms have become taxabl e at 5%.

In 2019 Government lowered the GST ratesfor the highest category of room rents and made the
roomsfalling under thetariff ratefrom Rs. 1001 to Rs. 7500 per day taxable at 12%, and rooms abovethe
tariff rate of Rs. 7500/day becametaxable @ 18%.

But in 2022, the hotel roomswhich were covered under atariff rate of up to Rs.1000 per day and were
exempted earlier from GST, were bought under tax ambit and subject to GST at therate of 12% with effect
from 18th July 2022 and this made the tourist’s budget holidays expensive.

Alsoin2019to givethetourismindustry abreathing space and make restaurant services more cost-
effective, the Government reduced the GST ratefor both AC and non-A C restaurantsto 5% (without ITC)
or 18% (with ITC) depending on thelocation of therestaurant. Earlier, therate of GST was 12 percent (with
ITC) for non-AC restaurants and 18 percent (without ITC) for AC restaurants.

Transport of Passengers

Journey through Train: Beforetheimplementation of GST, aservicetax of 15% wasleviedin caseof
travel by railway. The Indian Railwayswas allowed 70% abatement on the val ue of transport, which made
only 30% of theva uetaxableunder servicetax. Sothe effective rate was 15% of 30% of transportation cost,
i.e., 4.5%. But after GST implementation, one hasto pay aGST of 5% on thefull ticket price. However, any
passenger in caseof travel for business purposescan claim ITC (Input Tax Credit) on suchticket prices. The
GST ratethat the customer had paid at thetime of booking, on cancellation, GST tax will haveto bepaid on
the cancellation charge at the samerate.

Table3: GST rateson ticketsin casejourney through train

) GST Rate
Tickets Booking | Cancellation
1st class or air-conditioned coach 5% 5%
Other classes Nil Nil

Table 3 showsthat the GST rate @ 5% appliesto 1t classor air-conditioned coach train tickets at the
time of train seat booking and at thetime of cancellation.

Journey through Air Flight: The GST rateson flightsin comparison to servicetax has become
cheaper in caseof Economy classbut in case of Businessor Premium Economy Classthereisnorelief under
GST, on contrary it hasgot more expensive.

Table4: GST ratesonticketsin casejourney throughair flight

Tickets Rate of GST Rate of
Booking | Cancellation | Service Tax
Economy Class 05% 5.6%
Business or Premium 12% 8.4%
Economy Class

July to September 2025  www.shodhsamagam.com Impact Factor
A Double-Blind, Peer-Reviewed, Referred, Quarterly, Multi SJIF (2025): 8.019
Disciplinary and Bilingual International Research Journal C

812



, Namrata Singh, Ashanand Makhija
ISSN : 2581-6918 (E), 2582-1792 (P) :
Year-08, Volume-08, Issue-03 ‘ SHODH SAMAGAM ‘ H. S.Bhatia PageNo. 808 - 819

Figure2: GST ratein case of Tour operators

-

working caital
Service providers will have One has io file state wise
to make state-wise monthly return instead of
registration instead of half yearly service tax
centralized registration return
A

No credit is allowed to the hotel

industry on tax paid on the works

contract services when supplied for
ion of an immovabl

property if such services are not
used for the further supply of
works

Figure 2 describestherate of GST applicableto different tour operator services, which variesfrom5%
to 18%.

Tour Operators. Tour operatorsareengaged in planning, scheduling, organizing, and arranging tours
on behalf of or for tourists. They may provide servicesof arrangement of accommaodation, sightseeing, or
other smilar services. Therearemany online companieslike makemy trip providing compl ete packages such
aslodging, boarding, sightseeing, transportation, and other servicestothetourists.

Figure3: Genera impact of GST on Tourism Industry

Tour
Operator

Cab Operator/
Renting Motor
Vehicle

required to pay 18% on required to pay
18% GST on processing fees 18% GST on 5% without ITC
service charges charged from the commission or at 12% with
collected from air travellesr/ earned from ITC
passengers. passengers. airlines
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GST hasboth positive and negativeimpacts on thetourismindustry. Figure 3 figures out some of the
effectsof GST on the tourism and hospitality sector.
Table5: Foreign Exchange Earnings (FEES) and International Tourist Arrivals in India, During 2017 — 2020

Year | FEE from Per centage Monthly

Tourismin (%) change average FEE

India (in over the from Tourism

Rs.Crore) | previousyear | inlndia(in Rs.

Crore)

2001 15083 -35 1256.92
2002 15064 -0.1 1255.33
2003 20729 37.6 1727.42
2004 27944 34.8 2328.67
2005 33123 18.5 2760.25
2006 39025 17.8 3252.08
2007 44362 13.7 3696.83
2008 51294 15.6 4274.50
2009 53754 4.8 4479.50
2010 66172 23.1 5514.33
2011 83036 255 6919.67
2012 95607 15.1 7967.25
2013 107563 12.5 8963.58
2014 120367 11.9 10030.58
2015 134844 12.0 11237.00
2016 154146 14.3 12845.50
2017 177874 154 14822.83
2018 194881 9.6 16240.08
2019 211661 8.6 17638.42
2020 50136 -76.3 4178.00

(Source: https://tourism.gov.in/sites/defaul t/files/2022-09/
India%20Tourism%20Stati sti cs%20at%20a%20Gl ance%20200%20%28Eng%29 1.pdf))

Table5 showsthat the FEE from Tourismin Indiawas highest in 2019 and lowest in 2002. Theaverage
monthly FEE from Tourism showsanincreasing trend from yeer to year, but thereisasevere downfall in 2020.

Table6 : Month-wise estimatesof Foreign Exchange Earnings (FEES), in Rs. Crorefrom Tourismin India
(Jan 2017 — December 2021)

FEEsfrom Tourismin India (Rs. Crore) Per centage (%) change
2016 2017 2018 2019 2020 2021 2017/1 | 2018/16 | 2019/1 | 2020/1 | 2021/1
6 6 6 6

January 13671 15,799 17,755 18,205 20,200 4700 | 1557 29.87 3317 | 4776 | -65.62
February 13661 15,353 17,757 17,959 18,241 5477 12.39 29.98 3146 | 3353 | -59.91
March 12985 14,667 17,222 16,214 5,830 6642 12.95 32.63 24.87 | -55.10 | -48.85
April 11495 14,260 15,620 17,134 71 6891 24.05 35.89 49.06 | -99.38 | -40.05
May 10260 12,255 12,753 13,642 94 1730 | 19.44 24.30 32.96 | -99.08 | -83.14
June 10677 12,971 14,398 16,083 208 3157 21.49 34.85 50.63 | -98.05 | -70.43
July 14285 14,796 16,976 18,205 307 4105 3.58 18.84 2744 | -9785| -71.26
August 12553 13,811 16,492 17,867 479 5251 10.02 31.38 4233 | -96.18 | -58.17
September 11642 13,840 15,150 16,824 686 6549 18.88 30.13 4451 | -94.11 | -43.75
October 12100 14,213 14,701 17,057 831 5094 17.46 21.50 40.97 | -93.13 | -57.90
November 14259 16,528 16,584 19,840 1,413 7022 15.91 16.31 39.14 | -90.09 | -50.75
December 16558 19,381 19,474 22,631 1,776 8452 17.05 17.61 36.68 | -89.27 | -48.96
Total (Jan-June) 72,749 85,305 95,505 99,237 44,644 28,597 17.26 31.28 36.41 | -38.63 | -60.69
Total (Jan-Dec) 154146 | 177,874 | 194,882 | 2,11,661 50,136 65,070 | 15.39 26.43 3731 | -67.47 15.39
Mean 12845.5 | 14822.83 | 16240.17 | 17638.42 4178 5422.5
Standard Error 511.3821 534.03 523.94 629.12 2081.64 535.23
Median 12769 | 14463.5 16538 | 17500.5 758.5 5364
Standard Deviation 1771.48 | 1849.938 | 1814.995 | 2179.351 | 7211.024 | 1854.089

(Source: https://tourism.gov.in/market-research-and-statistics)

July to September 2025 www.shodhsamagam.com Impact Factor 814

A Double-Blind, Peer-Reviewed, Referred, Quarterly, Multi

o i~ . SJIF (2025): 8.019
Disciplinary and Bilingual International Research Journal



ISSN : 2581-6918 (E), 2582-1792 (P)
Year-08, Volume-08, Issue-03

SHODH SAMAGAM

Namrata Singh, Ashanand Makhija
H. S. Bhatia PageNo. 808 - 819

Table7: International tourism receiptsand Indiashareand rank, 2001-2021

Year . World . Per centage
Receipts Growth FEEIn Growth | Shareof Rank_ of
(US$ rate India rate India ndia
billion) (US$ billion)
2001 463.8 -2.4 3.2 -7.8 0.69 36th
2002 481.9 3.9 3.1 -2.8 0.64 37th
2003 529.3 9.8 4.5 43.9 0.84 37th
2004 633.2 19.6 6.2 38.3 0.97 26th
2005 679.6 7.3 7.5 214 1.10 22nd
2006 744.0 9.5 8.6 15.2 1.16 22nd
2007 857.0 15.2 10.7 24.3 1.25 22nd
2008 939.0 9.6 11.8 10.3 1.26 22nd
2009 853.0 -9.2 11.1 -5.8 1.31 20th
2010 931.0 9.1 14.5 30.1 1.56 17th
2011 1042.0 11.9 17.7 22.2 1.70 18th
2012 1117.0 7.2 18.0 15 1.61 16th
2013 1198.0 7.3 18.4 2.3 1.54 16th
2014 1252.0 4.5 19.7 7.1 1.57 15th
2015 1217.0 -2.8 21.0 6.6 1.73 14th
2016 1247.0 2.5 22.9 9.1 1.84 13th
2017 1349.0 8.2 27.3 19.1 1.84 13th
2018 1439.0 6.7 28.6 4.7 1.99 13th
2019 1483.0 3.1 30.1 5.1 2.02 13th
2020 546.0 -63.3 6.9 -76.9 1.27 12th
2021(P) | 602.0 10.3 8.7 26.4 1.46 -

July to September 2025
A Double-Blind, Peer-Reviewed, Referred, Quarterly, Multi
Disciplinary and Bilingual International Research Journal

Figure4: Internationa tourism receiptsgrowth rate
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Figure5: Percentage Shareof Indiain FEE receiptinworld

Percentage Share of India

E2g8b

(Source: https://tourism.gov.in)

Theshareof Indiainworld tourism receipt and therank hasimproved over theyears; currently itsrank
is12™. World recel pt which was US$463.8 billionin the year 2001 hasincreased steadily over theyear and
| theyear 2021 it hasreached up to US$602 billion. Similarly, in case of IndiawhichwasUS$3.2billioninthe
year 2001 hasreached to US$ 8.7 billionin theyear 2021.

Table8: Internationa tourist arrivalsinworld and India, 2001-2021

World India Increase/
Per centage Rank of | decrease in
Y ear Number (in % Number % Shar e of .
million) Change | (in million) | Change India i percentage_
shareof India

2001 683.4 0.0 2.5 -4.2 0.37 51% -

2002 703.2 29 2.4 -6.3 0.34 54 -0.03
2003 691.0 -1.7 2.7 14.7 0.40 51% 0.06
2004 762.0 10.3 35 26.7 0.45 44 0.05
2005 803.4 54 3.9 13.3 0.49 431 0.04
2006 846.6 54 4.5 13.5 0.53 44" 0.04
2007 894.0 5.6 5.1 14.2 0.57 41 0.04
2008 917.0 2.6 5.3 3.9 0.58 41% 0.01
2009 883.0 -3.7 5.2 -2.1 0.59 41 0.01
2010 948.0 7.4 5.8 11.8 0.61 42 0.02
2011 994.0 4.9 6.3 9.2 0.63 38" 0.02
2012 1039.0 4.5 6.6 4.3 0.63 41% 0
2013 1087.0 4.6 7.0 5.9 0.64 41 0.01
2014 1137.0 4.6 13.1 $ 1.15 24 0.51
2015 1195.0 5.1 13.8 5.0 1.15 24 0
2016 1241.0 3.8 15.0 9.1 121 26" 0.06
2017 1332.0 7.3 16.8 11.8 1.26 26" 0.05
2018 1413.0 6.1 17.4 3.7 1.23 231 -0.03
2019 1466.0 3.8 17.9 2.8 1.22 251 -0.01
2020 405.0 -72.3 6.3 -64.7 157 19t 0.35
2021(P) 427.0 5.3 7.0 10.6 1.64 - 0.07

(P): Provisond
$: Since 2014, adheringto thedefinition of Internationd TouristArrivas, Indiahasstarted theinclusion
of figuresof arrivalsof Nonresident Indiansinitsfigure.

(Sour ce: https://tourism.gov.in/sites/defaul t/files/2023-01/
India%20Touri sm%20Stati sti cs¥620Engli sh%6202022%20%28Revi se%629%20%281%29.pdf)
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Figure6: Percentage Changein International tourist arrivalsinworld and India
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Figure7: Percentage Share of Indiaininternationd tourist arrivasinworld
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The provided figures illustrate India’s growing prominence in global tourism. Before the pandemic,
India’s share and rank in world tourism receipts and international tourist arrivals consistently improved, with
Figures4 and 5 showing arising trend in recei ptsand an enhanced global standing, reaching 12th by 2020in
receipts. Smilarly, Figures6 and 7 depict agradua improvement ininternationd tourist arrivals, partly boosted
by including NRI arrivals from 2014, with India’s rank improving to 19th by 2020. However, all graphs
clearly show adramatic declinein both recei ptsand arrival sin 2020, highlighting the severeimpact of the
pandemic on both Indiaand global tourism.

Findings

»  GST ratesinthecase of both AC/non-AC restaurants have become uniform and brought down to 5%.
Earlier, therestaurants do not passthe benefit of ITCtothefina consumers, but now the reduction of
therateof GST to 5% (without I TC) isgood newsfor the consumers and the restaurant owners.

»  Now theGST ratesinthecase of hotel roomswith tariff rate below Rs. 7,500 has been fixed at 12%,
which has made the budget holidaysexpensivefor thetouristsasearlier GST rateupto Rs. 1,000 was
nil.

»  Thereisadightincreasefrom4.5%to5%intherateof GST onticketsfor first classand AC coaches.
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»  TheGST ratesinflightsof Businessor Premium Economy Classarehigher than servicetax ratesinthe
previoustax regime. i.e., 8.4%to 12%. But as per experts, such anincreasein therate of GST isnot
likely to hurt thetraveling of peoplefromthisclass.

> India’s position in international tourist arrival has gradually improved in the recent years.
COVID-19 hasadversdly impacted theworl d tourism including tourism of our nation India.

»  TheFEEfromtourisminIndiashowsan upward trend in the back years, but it was negativein year
2020 and 2021. The FEE from tourismin Indiain past two decadeswas highest in the year 2019.

» India’s ranking and share in world tourism receipts has steadily improved over the years.

CONCLUSION

Thedownfal inthe GST ratein restaurants has madefoods and beverages availableto consumers at
affordable pricesand given the restaurants a breathing space for more expansion. It seemsthat journeys by
train and flight will not get affected dueto GST asthereisonly adight differenceinthetax rate. But onthe
other hand levy of the GST rateon roomsavailableat alower tariff rate creates aburden on the pocket and
budget of peoplewith low earnings. The handicrafts, which were earlier not taxablein many statesor if
taxablethen at alow tax rate, have now becometaxable at ahigh rate which will adversely impact small
busi nesses and peopl erelated to these businesses, such asweaversand artisans. In such ascenario, if the
foreigntouristsget refund, thenit will beanicestand and will makeway for Indian tourism to develop and face

competition ontheglobd platform.

A\

Suggestions

» TheGST onlow tariff rate, if exempted thenit will benefit low-budget touristsand may act asan
accelerator for thetourismindustry.

»  Alow rateof GST should bekept and maintained in the rel evant areas of tourisnm and hospitality,
which can attract moretourists, astherate hike may hamper the whole show.

»  Government should giveimportanceto tourism and i ntroduce new schemesand projectsto uplift the
standard of living of peoplerelated to tourism.

» Handicrafts should get exempted or taxed at alower rate or provide morerelief and support to this
bus nessto devel op the handi crafts businessand peoplerdating tothisarea.

»  The public should be aware of GST rates so that the public can’t get cheated.

> People’sinterest in Indiaat a global level has increased after the Covid period, foreigners wish to know
more about India, itsculture, and traditions, so Indiashould use such an opportunity to reach tourism
toadifferent height.

»  Government should show morefocustothisareato preserveour traditions, preciousculturd heritage,
folk danceand art, ancient buildingsand monuments. It should create platform for
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