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ABSTRACT:  

The tourism and hospitality sector is one of the most dynamic components of India’s 

service economy, contributing significantly to economic growth, employment generation, 

and foreign exchange earnings. The implementation of the Goods and Services Tax (GST) 

introduced a unified taxation system, replacing multiple indirect taxes and enhancing 

transparency. With the evolution of GST into its advanced phase, commonly referred to as 

GST 2.0, the focus has shifted toward simplifying tax structures, improving compliance 

mechanisms, and strengthening digital governance. 

This study examines the impact of GST 2.0 reforms on the performance and development 

of the tourism and hospitality sector in India. It evaluates how tax rationalization, digital 

compliance systems, and regulatory simplification influence service providers such as 

hotels, travel agencies, and tour operators. The research also explores the effects of these 

reforms on pricing, demand, and global competitiveness. 

Using a descriptive and analytical approach based on secondary data, the study highlights 

both the advantages and challenges associated with GST 2.0. While the reforms have 

improved operational efficiency, transparency, and investment prospects, small and 

medium enterprises continue to face compliance-related difficulties. The study concludes 

that GST 2.0 has the potential to significantly strengthen the tourism and hospitality sector, 

provided that policy improvements continue to address existing gaps. 
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INTRODUCTION : 

The tourism and hospitality sector plays a crucial role in India’s socio-economic 

development by generating employment, promoting cultural exchange, and contributing 

to foreign exchange earnings. As the sector expands due to increased domestic and 

international travel, the importance of efficient taxation policies has grown significantly. 

The introduction of GST in 2017 marked a major reform in India’s indirect tax system by 

consolidating multiple taxes into a single framework. This reform aimed to eliminate 

cascading taxes, enhance transparency, and create a unified national market. Over time, 

the concept of GST 2.0 has emerged, focusing on further improvements such as simplified 

compliance procedures, rationalized tax rates, and enhanced digital tax administration. 

Tourism-related services—including hotels, restaurants, airlines, and travel agencies—

are directly influenced by tax policies. Changes in taxation impact pricing, affordability, 

consumer demand, and profitability. GST 2.0 reforms are expected to improve 

operational efficiency, encourage formalization of businesses, and attract investment in 

tourism infrastructure. 

This study seeks to evaluate the impact of GST 2.0 reforms on the tourism and hospitality 

sector and assess how taxation policies contribute to sectoral growth and sustainability. 

India’s tourism industry has witnessed rapid growth due to globalization, improved 

connectivity, and government initiatives promoting travel. However, prior to GST, the 

sector faced challenges such as complex tax structures, high compliance costs, and 

inconsistent pricing. 

GST was introduced to address these issues by creating a uniform tax system across states. 

The transition to GST 2.0 emphasizes digital compliance, e-invoicing, and real-time 

monitoring, which aim to enhance transparency and efficiency in service industries. 

Concept and Importance of the Study 

GST 2.0 represents an advanced phase of tax reform focused on improving efficiency, 

reducing compliance burden, and enhancing competitiveness. In the tourism sector, 

taxation policies significantly affect service pricing and customer satisfaction. 

Understanding the impact of GST reforms is important for promoting sustainable tourism 

development, attracting investment, and improving service quality. A simplified tax 

system encourages business expansion and supports economic growth. 

Research Problem 

Despite the introduction of GST, the tourism and hospitality sector continues to face 

issues such as multiple tax slabs, compliance challenges for small businesses, and uneven 

regional growth. 
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The key research problem is to determine whether GST 2.0 reforms have effectively 

contributed to improving the efficiency and growth of the tourism and hospitality sector 

in India. 

Need and Significance of the Study 

This study is important for evaluating the effectiveness of taxation reforms in enhancing 

tourism competitiveness. It provides insights for policymakers, industry stakeholders, and 

researchers regarding the benefits and challenges of GST implementation. 

Academically, it contributes to literature on tax reforms and service sector development. 

Practically, it offers policy recommendations for improving tourism performance and 

sustainability. 

Scope of the Study 

The study focuses on the impact of GST 2.0 reforms on tourism and hospitality services 

in India, including accommodation, food services, and travel operations. It is based on 

secondary data and aims to provide conceptual insights and policy suggestions. 

 

LITERATURE REVIEW:  

Previous research has explored the relationship between tax reforms and tourism sector 

growth. Studies suggest that simplified tax systems improve business environments and 

increase tourist demand. 

Research indicates that digital compliance mechanisms such as e-invoicing enhance 

financial transparency and reduce tax evasion. However, small businesses often face 

challenges in adapting to these systems due to limited technical knowledge. 

Studies also show that tax rationalization improves pricing strategies and affordability, 

leading to increased tourist inflow. At the same time, variations in tax rates across services 

can create confusion among consumers. 

Government reports highlight that GST has contributed to economic formalization and 

improved revenue collection, indirectly supporting tourism development. 

However, there is limited research specifically focusing on GST 2.0 and its sector-specific 

impact, which this study aims to address. 

 

OBJECTIVES OF THE STUDY:  

1. To examine the impact of GST 2.0 on tourism sector growth 

2. To analyze the role of tax reforms in improving operational efficiency 

3. To identify challenges faced by tourism businesses 

4. To suggest policy measures for sustainable development. 
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RESEARCH METHODOLOGY:  

The study uses a descriptive and analytical approach based on secondary data. 

o Data Sources: Government reports; Industry publications; Academic journals; 

Tourism statistics  

o Tools: Comparative analysis; Trend analysis and Conceptual interpretation  

o Limitations: Based only on secondary data; Limited quantitative analysis and 

Results may change with future reforms     

FINDINGS 

 The key findings of the study are: 

• GST has enhanced transparency and accountability 

• Digital compliance has improved efficiency 

• Rationalized tax rates have boosted demand 

• Small businesses still face compliance challenges. 
 

 

DISCUSSION/RESULTS: 

The findings of this study highlight that GST 2.0 represents a significant evolution in 

India’s indirect taxation framework, particularly for service-oriented sectors such as 

tourism and hospitality. The discussion integrates insights from policy reports, industry 

analyses, and academic literature to critically evaluate the effectiveness of these reforms. 

One of the most prominent outcomes of GST 2.0 is the enhanced digitalization and 

automation of tax compliance. Reports indicate that the introduction of e-invoicing, 

automated return filing, and improved GST portal functionalities have increased 

transparency and reduced manual errors. A large proportion of businesses have expressed 

growing confidence in GST due to these technological improvements, reflecting a shift 

toward a more structured and predictable tax system. This aligns with broader research 

emphasizing that digital tax systems improve governance and reduce tax evasion. 

Another key aspect is tax rationalization, which has directly influenced pricing and 

demand within the tourism and hospitality sector. GST 2.0 reforms, including reduced 

tax rates on hotel accommodations and transport services, have made travel more 

affordable and competitive globally. Lower tax rates on hotel stays and transport services 

have been shown to stimulate demand, encourage domestic tourism, and attract foreign 

visitors . This supports earlier findings that taxation policies play a crucial role in shaping 

tourism demand and pricing strategies. 
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From a macroeconomic perspective, the service sector continues to be a major contributor 

to India’s economy, accounting for a significant share of GDP and foreign investment. 

Evidence suggests that the service sector has demonstrated resilience and growth 

potential despite external shocks, including the COVID-19 pandemic. GST reforms have 

contributed to this recovery by facilitating smoother inter-state operations and reducing 

logistical barriers. 

However, the discussion also reveals persistent challenges, particularly for small and 

medium enterprises (SMEs). Despite improvements in digital compliance, many small 

businesses struggle with technological adaptation, frequent return filings, and complex 

procedural requirements. This indicates that while GST 2.0 has improved efficiency at a 

systemic level, its benefits are not evenly distributed across all business segments. 

Furthermore, sector-specific complexities remain unresolved. The tourism and hospitality 

sector continues to face issues such as multiple tax slabs, limited input tax credit 

availability in certain cases, and regional disparities in implementation. These challenges 

can create pricing inconsistencies and affect competitiveness, especially in comparison 

with global tourism markets. 

From a global perspective, tax reforms are widely recognized as drivers of economic 

growth and sectoral development. International evidence highlights that tourism plays a 

critical role in employment generation, income creation, and regional development, 

making it highly sensitive to taxation policies. Therefore, efficient tax systems like GST 

2.0 are essential for sustaining long-term growth. 

Overall, the discussion suggests that GST 2.0 has had a positive but uneven impact. While 

it has improved transparency, efficiency, and demand in the tourism and hospitality 

sector, challenges related to compliance complexity and tax structure persist. Continuous 

policy refinement, stakeholder engagement, and technological support are necessary to 

maximize the benefits of GST reforms. 

 

CONCLUSION:  

The study concludes that GST 2.0 reforms have significantly improved the taxation 

framework for the tourism and hospitality sector. By reducing tax complexity and 

enhancing transparency, these reforms have contributed to better operational efficiency 

and competitiveness. However, challenges such as compliance burden and tax rate 

variations remain. Addressing these issues through policy improvements and digital 

infrastructure development is essential for maximizing benefits. 
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Overall, GST 2.0 has the potential to act as a catalyst for sustainable growth in the tourism 

sector by promoting investment, employment, and global competitiveness. 
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