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 ABSTRACT 

Purpose – This paper examines the conceptual relationship between the Goods and Services 

Tax (GST) and consumer price levels in India. It aims to understand how GST, as a major 

indirect tax reform, has influenced market prices, household expenditure, and overall 

consumer welfare. 

Design/methodology/approach – The study adopts a descriptive and conceptual research 

design based on secondary data sources, including government reports, publications by the 

Reserve Bank of India, World Bank reports, and scholarly articles. A qualitative content 

analysis is employed to interpret sector-specific price trends and conceptual linkages between 

GST implementation and consumer prices. 

Findings – The findings reveal that GST has had mixed effects on consumer prices. While the 

removal of cascading taxes and introduction of input tax credits contributed to price 

stabilization and efficiency gains in several sectors, certain goods and services, particularly 

in the service sector, experienced price increases due to higher tax rates and compliance costs. 

Essential goods remained largely protected, but indirect cost pressures influenced consumer 

expenditure in specific categories. Sectoral differences in tax incidence, market competition, 

and supply chain efficiency explain the uneven impact on prices. 

Practical implications – The study suggests rationalization of tax slabs, targeted protection for 

essential goods, strengthened anti-profiteering measures, and enhanced consumer awareness 

to ensure that GST supports both economic efficiency and consumer welfare. 

Originality/value – This paper contributes to the conceptual understanding of GST’s effect on 

consumer price levels and provides a framework for policymakers and researchers to evaluate 

indirect tax reforms in terms of market behavior, inflation, and household welfare.  

Keywords: N/A 

1. INTRODUCTION 

Taxation is a fundamental instrument of public finance 

that serves as a critical tool for distributing income, 

generating revenue, and influencing economic behavior. 

An efficient tax system promotes economic stability and 

supports sustainable development by promoting 

transparency, fairness, and administrative efficiency 

(Musgrave & Musgrave, 1989). Tax reforms in 

developing countries such as India play a crucial role in 

improving structural inefficiencies and promoting 

economic growth. Over the past few decades, India has 

adopted several reforms to modernize its taxation system, 

with Goods and Services Tax (GST) emerging as one of 

the most significant developments in its fiscal history. 

GST was implemented in India on 1st July 2017 with the 

objective of simplifying indirect taxes levied by the 

central and state governments, including excise duty, 

service tax, value-added tax (VAT), octroi, and entry tax. 

The reform aimed to make trade easier across the country 

by removing additional taxes and creating a single market 

(Government of India, 2017). GST is a consumption-

based tax levied on the supply of goods and services at 

each stage of the value chain, allowing for input tax credit 

and accordingly avoiding multiple taxation of the same 

transaction. This structural transformation was expected 

to reduce the overall tax burden on consumers and 

enhance price transparency. 

The impact of GST on consumer price levels represents 

an important area of analysis. Consumer prices directly 

affect purchasing power, cost of living, and the overall 

welfare of households. Any major change in the tax 

regime naturally influences market prices of goods and 

services and may cause prices to rise or fall in the 

economy (RBI, 2017). As GST applies across a broad 

range of economic sectors, its impact on price behavior is 

both broad and complex. Understanding the relationship 

between GST and consumer price levels is therefore 

crucial for a systematic evaluation of the reform. 

Before the introduction of GST, India’s indirect tax 

system was complicated and layered with several different 

taxes applied at various stages of production and 

distribution. This meant that tax was often charged on top 
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of another tax, creating a cascading effect that ultimately 

increased the price paid by consumers. For example, 

excise duty was collected at the manufacturing stage, 

value-added tax (VAT) at the point of sale, and service tax 

on transportation and logistics services. Such a 

fragmented tax structure not only pushed prices upward 

but also led to systematic issues, promoted tax evasion, 

and restricted the smooth movement of goods across state 

boundaries (KPMG, 2016). GST was introduced to 

address these problems by bringing multiple taxes under 

a single unified framework and allowing continuous input 

tax credit throughout the supply chain. 

Economic theory explains that indirect taxes influence 

consumer prices through the process of tax incidence. 

How much of a tax ends up being paid by consumers 

depends on how responsive buyers are to price changes, 

how competitive the market is, and how firms manage 

their production costs (Mankiw, 2014).In highly 

competitive markets, businesses may choose to absorb a 

portion of the tax burden to retain their market share. 

However, in markets with limited competition, firms are 

more likely to transfer the tax burden to consumers by 

increasing prices. As a result, the effect of GST on 

consumer prices cannot be assumed to be uniform and 

differs across various goods and services. 

Evidence from studies conducted after the introduction of 

GST shows that its impact on consumer prices has not 

been uniform across all sectors. Essential commodities 

such as food grains, fresh vegetables, and other 

unprocessed items were either exempted from GST or 

placed under lower tax slabs, which helped shield 

economically weaker sections from sudden price 

increases (Government of India, 2017). In contrast, 

several service sectors witnessed a rise in tax rates, as the 

earlier service tax of 15 percent was replaced by the 18 

percent GST slab. This led to higher prices for services 

including telecommunications, insurance, banking, and 

hospitality (Reserve Bank of India, 2018). These 

differences across sectors highlight the uneven and sector-

specific effects of GST on consumer price levels. 

The introduction of GST also led to concerns about short-

term inflation, primarily due to initial challenges and 

higher compliance demands. In the initial phase, 

businesses faced technological and administrative 

challenges related to the Goods and Services Tax Network 

(GSTN), classification issues, and new procedural norms. 

These problems disrupted supply chains and temporarily 

influenced pricing decisions (International Monetary 

Fund, 2018). In addition, small and medium-sized 

enterprises experienced higher compliance costs, which 

were often transferred to consumers through increased 

prices. Despite this, economists claimed that these 

impacts were largely temporary and that the long-term 

advantages of GST would surpass the short-term 

disturbances (Organisation for Economic Co-operation 

and Development, 2017). 

GST has also influenced consumer prices by improving 

the efficiency of logistics and market operations. After the 

removal of interstate checkpoints and the introduction of 

the same tax rates across states, businesses face less delay 

in transportation and lower warehousing expenses. Over 

time, these reductions in operating costs are expected to  

result in lower prices for consumers (World Bank, 2018). 

At the same time, GST has encouraged many unorganized 

businesses to enter the formal economy, increasing 

transparency and accountability. This greater level of 

formality can increase competition and reduce the chances 

of unfair price practices, which ultimately works in favor 

of consumers. 

Despite the advantages of GST, public opinion about its 

effect on prices has remained divided. While some 

consumers have enjoyed lower prices for items such as 

automobiles and electronic goods, others have faced 

higher costs for everyday services, including restaurant 

meals and utility bills. The existence of multiple tax 

slabs—0 percent, 5 percent, 12 percent, 18 percent, and 28 

percent—has also made it difficult for consumers to 

clearly understand how much tax they are paying on 

different goods and services (NITI Aayog, 2019). This 

situation contradicts the initial purpose of GST, which 

sought to introduce clarity and simplicity in the tax 

framework. 

From a conceptual perspective, understanding how GST 

affects consumer price levels requires a broad view of 

taxation principles, price transmission processes, and 

consumer behavior. Prices change along the supply chain 

as producers decide whether to absorb the tax burden 

themselves or pass it on to consumers, depending on 

market conditions. At the same time, consumer behavior 

shapes how demand responds to these price changes, 

which then influences inflation and overall economic 

stability. Therefore, the impact of GST on consumer 

prices should be examined not only through short-term 

price movements but also in terms of long-term economic 

adjustments. 

In the long run, GST is expected to strengthen revenue 

collection and allow the government to spend more on 

areas such as infrastructure, healthcare, and social welfare 

programs. These investments indirectly support 

consumers and can help balance out any short-term rise in 

prices. Therefore, the link between GST and consumer 

price levels goes beyond taxation alone and connects with 

wider goals of economic development and consumer well-

being (Reserve Bank of India, 2019). 

This study presents a conceptual examination of GST and 

its impact on consumer price levels in India by exploring 

its structure, objectives, and theoretical foundations, along 

with its effects on different categories of goods and 

services. The research aims to develop a clearer 

theoretical understanding of how GST influences price 

mechanisms and consumer purchasing power. Through a 

review of existing literature, government reports, and 

relevant economic theories, the paper identifies both the 

positive and negative consequences of GST for 

consumers. 

In conclusion, GST stands as a major reform in India’s 

indirect tax system, carrying significant implications for 

price stability and consumer welfare. Although the reform 

was introduced with the goals of simplifying taxation and 

improving economic efficiency, its influence on consumer 

prices continues to be an important issue of discussion. A 

careful and balanced assessment of GST’s impact on 

consumer price levels is therefore essential to determine 

its effectiveness as a policy tool and to inform future tax  
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reforms. This conceptual study contributes to a clearer 

understanding of the evolving relationship between 

taxation and consumer prices within the Indian economic 

framework. 

 

PURPOSE OF THE STUDY 

The Goods and Services Tax (GST) reflects a major 

reform in the indirect tax structure of India, aimed at 

simplifying taxation, improving compliance, and creating 

a unified national market. One of the most significant 

concerns arising from the implementation of GST is its 

impact on consumer price levels and purchasing power. 

Since consumer prices are closely linked with inflation, 

standard of living, and overall economic welfare, it 

becomes essential to examine GST not only as  a fiscal 

reform but also as a policy instrument that shapes market 

prices and consumer behavior (RBI, 2018; Musgrave and 

Musgrave, 1989). 

The primary objective of this study is to undertake a 

conceptual analysis of GST and to evaluate its effect on 

consumer price levels in India. This objective is pursued 

through a systematic examination of the structure of GST, 

its theoretical foundations, and its implications for 

different categories of goods and services. The study 

seeks to bridge the gap between taxation theory and real-

world price behavior by focusing on the mechanisms 

through which GST influences market outcomes. 

A key objective of this research is to examine the 

conceptual framework and structural characteristics of 

GST in India. This means exploring how GST is designed 

as a consumption tax, how its different rate slabs operate, 

and how input tax credit reduces the burden of multiple 

taxation. By gaining a clearer understanding of how GST 

is designed and how it operates in practice, the study seeks 

to explain how changes in tax policy influence firms’ cost 

structures and pricing decisions (Government of India, 

2017; Organisation for Economic Co-operation and 

Development, 2017). This objective is crucial for 

evaluating whether GST has succeeded in achieving its 

original goals of tax simplification and price transparency. 

Another main objective of this study is to understand how 

GST has affected consumer prices in different sectors of 

the economy. Prices vary between essential goods, non-

essential goods, and services, and GST has influenced 

each group in different ways. The study seeks to explain 

how price trends have changed in these categories after 

GST was introduced. Special focus is given to the service 

sector, where the tax rate increased from 15 percent under 

the old service tax system to 18 percent under GST. By 

comparing different sectors, the study aims to show that 

GST has had unequal effects on consumer prices 

(International Monetary Fund, 2018; Reserve Bank of 

India, 2019). 

The study also aims to examine the link between GST and 

inflation in the economy of India. Inflation shows how 

consumer prices change over a period of time and is an 

important economic indicator. Since GST is a major 

reform in indirect taxation, it can lead to either an increase 

or a decrease in prices. Therefore, this objective focuses 

on understanding whether GST has caused short-term 

inflation due to initial difficulties and higher compliance 

costs, and whether it can help stabilize prices in the long  

run through improved efficiency and lower transportation 

and logistics costs (World Bank, 2018). This helps explain 

the wider economic impact of GST beyond changes in 

individual prices. 

Another objective of this study is to understand GST from 

the viewpoint of consumer welfare and purchasing power. 

Consumer welfare depends not only on income but also 

on how affordable goods and services are. By examining 

the effect of GST on price levels, the study aims to find 

out whether this tax reform has strengthened or reduced 

the purchasing power of households, especially among 

middle-income and lower-income groups. This objective 

is closely related to the ideas of fairness and equality in 

taxation, which are important concepts in public finance 

theory (Public Finance in Theory and Practice; 

Economics). 

Moreover, the study aims to identify both the positive and 

negative implications of GST on consumer prices. On the 

positive side, GST is expected to reduce cascading taxes, 

lower logistics costs, and enhance competition by creating 

a unified national market. On the negative side, higher 

compliance costs, increased tax rates on services, and 

complexity due to multiple slabs may lead to higher prices 

for certain goods and services. By systematically 

examining these different outcomes, the study presents a 

fair and thoughtful evaluation of GST as a policy tool that 

affects consumer prices (NITI Aayog, 2019; KPMG, 

2016). 

Finally, the study aims to provide policy-based 

suggestions to improve the GST system and reduce its 

negative impact on consumer prices. These 

recommendations aim to help policymakers adjust tax 

slabs more effectively, safeguard essential goods and 

services, strengthen anti-profiteering measures, and 

increase consumer awareness about GST rates. By linking 

tax policy more closely with consumer welfare goals, the 

study hopes to encourage a fairer and more efficient 

taxation system. 

In summary, the objectives of this study go beyond simply 

describing GST and its outcomes. They focus on 

developing a conceptual understanding of how GST 

influences consumer price levels, inflation, and overall 

welfare in India. Through these objectives, the study seeks 

to build a structured theoretical base that can support 

future empirical research and contribute to informed 

policy discussions on the role of GST in shaping price 

behavior and maintaining economic stability. 

 

STATEMENT OF THE PROBLEM 

The introduction of the Goods and Services Tax (GST) in 

India in July 2017 marked a significant change in the 

nation’s indirect tax system. GST was launched with the 

goals of simplifying the tax structure, removing the 

cascading effect of multiple taxes, improving tax 

compliance, and creating a unified national market. These 

reforms were expected to reduce production and 

distribution costs and, in turn, help consumers through 

lower or more stable prices (Government of India, 2017). 

However, despite these expectations, the actual effect of 

GST on consumer prices has been uneven and continues 

to be widely debated. 
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Consumer prices are important because they affect 

people’s purchasing power, cost of living, and overall 

economic well-being. Any big change in indirect taxes 

can change the prices of goods and services and may cause 

inflation or deflation (Reserve Bank of India, 2018). 

Although GST was introduced to simplify the tax system 

and make prices more transparent, its impact has been 

different across sectors. Prices of some manufactured 

goods went down because multiple taxes were removed 

and transport costs became lower, while prices of many 

services went up as the tax rate increased from 15 percent 

under the old service tax system to 18 percent under GST 

(International Monetary Fund, 2018). This uneven effect 

has created doubt about how much GST has really 

benefited consumers. 

Another problem is the complexity of the GST structure. 

The use of many tax slabs—0 percent, 5 percent, 12 

percent, 18 percent, and 28 percent—has made it hard for 

consumers to understand how much tax they are paying 

on different goods and services. In the beginning, 

technical issues with the Goods and Services Tax Network 

(GSTN), higher compliance requirements for small and 

medium businesses, and confusion over product 

classification disturbed supply chains and affected pricing 

decisions (NITI Aayog, 2019). These difficulties led to 

short-term price instability and increased worries about 

inflation during the early stage of GST implementation. 

The impact of GST on consumer welfare cannot be judged 

only by looking at changes in prices. It must also be 

understood in terms of how tax burden is shared between 

producers and consumers and how markets respond to tax 

changes. Economic theory explains that the burden of 

indirect taxes depends on factors such as demand and 

supply elasticity and the level of market competition 

(Principles of Economics). In markets where demand is 

inelastic or competition is limited, firms are more likely to 

pass the tax burden on to consumers. This situation can 

affect low- and middle-income households more strongly, 

as they spend a larger share of their income on basic goods 

and services. 

Although many studies have focused on GST in terms of 

revenue collection, compliance, and overall economic 

performance, there is still limited conceptual research that 

clearly explains how GST affects consumer price levels 

through price transmission and consumer behavior. This 

gap shows the need to examine GST not only as a tax 

reform but also as a policy instrument that influences 

market prices and consumer welfare. Understanding this 

connection is essential for assessing the real impact of 

GST on everyday consumers. Therefore, the central issue 

addressed in this study is the absence of a comprehensive 

conceptual understanding of the relationship between 

GST and consumer price levels in India. A structured 

analysis is necessary to determine whether GST has 

succeeded in stabilizing prices and improving consumer 

welfare or whether it has led to a higher cost of living in 

certain sectors of the economy. 

 

RESEARCH METHODOLOGY 

1. Research Design 

The research is descriptive and theoretical in nature and 

seeks to understand the link between GST and consumer 

 prices in India. It examines the structure and policy 

objectives of GST and analyses its economic impact on 

price movements, inflation trends, and the overall welfare 

of consumers. The study does not involve primary data 

collection and instead relies on conceptual analysis. 

Therefore, a qualitative methodology has been used to 

interpret secondary data and develop a theoretical 

understanding of GST’s impact on consumer prices. 

 

2. Nature of Study 

The study follows a theoretical and analytical framework 

that focuses on existing economic principles. It reviews 

theories of indirect taxation, tax burden distribution, 

pricing behaviour, and consumer demand to assess how 

GST influences price movements. The research also 

assesses changes in prices across different sectors and 

analyses the broader impact of GST on inflation. This 

evaluation is based entirely on secondary sources such as 

academic studies, government reports, and economic data. 

 

3. Data Source 

This research relies solely on secondary data obtained 

from multiple authoritative sources. The information has 

been gathered from scholarly journal articles, official 

government publications, RBI reports, GST Council and 

Ministry of Finance documents, economic surveys, 

institutional working papers, and recognized financial and 

economic databases. These sources were analysed to 

examine trends in consumer prices, inflation patterns, and 

the broader economic impact of GST. 

 

4. Data Collection Method 

Information was gathered using literature review and 

document analysis techniques. Academic articles, reports, 

and studies focusing on GST, price levels, inflation, and 

consumer response were critically reviewed. The 

collected evidence was evaluated and consolidated to 

identify recurring patterns, contrasting results, and areas 

where further research is required. 

 

5. Analytical Framework 

The research framework focuses on key areas to assess the 

price impact of GST. These include comparative analysis 

of pre- and post-GST price patterns, sectoral price 

changes, inflation trends, implications for consumer 

affordability, and the interaction between tax burden and 

market structure. A qualitative and comparative approach 

has been used to interpret the findings and assess the 

broader price effects of GST. 

 

6. Scope of the Study 

The scope of the study is limited to India as the 

geographical area. It focuses on the period following the 

implementation of GST in 2017 and examines changes in 

consumer price levels and inflation trends during the post-

GST period. The analysis is based on theoretical 

understanding and secondary evidence rather than 

empirical modelling or statistical testing. 

 

7. Limitations of the Study 

One of the limitations of the study is that it relies solely 

on secondary data without the use of primary data  
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collection methods. The findings are presented at an 

aggregate level and may not fully capture regional or 

product-specific variations. Furthermore, the research 

adopts a conceptual approach instead of quantitative or 

econometric analysis. 

It should also be noted that variations in prices may result 

from broader economic conditions such as changes in 

global inflation, fuel costs, and exchange rate movements, 

which have not been independently examined in this 

analysis. 

 

REVIEW OF LITERATURE 

The introduction of the Goods and Services Tax (GST) in 

India has generated extensive academic interest, 

particularly regarding its implications for consumer 

prices, inflation, and household welfare. The available 

evidence suggests that its effect on prices is not uniform 

and differs across industries and time horizons. 

Early theoretical studies highlighted the structural benefits 

of GST. Garg (2014) emphasized that the reform 

simplifies the indirect tax system by removing cascading 

effects and improving efficiency. Similarly, Singh and 

Benjamin (2017) argued that GST would integrate 

markets and reduce transaction costs, thereby contributing 

to lower consumer prices 

Several studies assessed the likely inflationary impact of 

GST before its introduction. Morris et al. (2017) 

concluded that the overall effect on CPI would be minimal 

due to revenue neutrality and the input tax credit 

mechanism. 

Most-implementation studies provide mixed evidence. 

Kumar and Dash (2021) found that GST increased prices 

for certain non-food categories such as clothing and 

housing, while prices of some food items declined. 

Further analysis suggests that GST did not substantially 

alter general price trends in the economy. 

Although GST altered tax rates across products, the net 

effect on household purchasing power appears limited. 

Behavioural studies show that GST has affected essential 

consumption more than luxury spending. Macroeconomic 

studies highlight that GST enhanced ease of doing 

business and formalization, with temporary price 

pressures in the initial phase. 

Although GST aimed to reduce the overall tax burden, 

multiple tax slabs have produced mixed outcomes. Some 

studies caution that higher standard rates and 

implementation challenges may lead to short-term 

inflation. 

 

IMPACT OF GST ON CONSUMER PRICE LEVELS 

The implementation of the Goods and Services Tax (GST) 

has significantly altered the indirect tax structure of India 

and has had a direct and indirect influence on consumer 

price levels. Consumer prices depend on several factors, 

including production costs, tax burden, market 

competition, and how efficiently goods move through the 

supply chain. Since GST is a consumption-based tax 

applied at every stage of the value chain, its influence on 

prices has been wide and complex. Although GST was 

introduced to remove the cascading effect of taxes and 

improve price transparency, its impact on consumer prices 

has differed across sectors and has changed over time. 

One of the main positive effects of GST on consumer 

prices has been the removal of the cascading or “tax-on-

tax” effect. Before GST, several indirect taxes such as 

excise duty, value-added tax (VAT), and service tax were 

charged at different stages of production and distribution. 

This led to higher final prices for consumers because taxes 

were applied on top of other taxes. With the introduction 

of the input tax credit system, businesses can now claim 

credit for the taxes they have already paid on inputs, which 

helps reduce the overall tax burden included in product 

prices (Government of India, 2017). As a result, prices of 

many manufactured goods such as automobiles, consumer 

durables, and electronic products have declined. In 

addition, the rationalization of tax rates and greater 

transparency under GST have made it easier for 

consumers to understand how much tax they are paying 

on the goods they purchase. 

Another important way GST has influenced consumer 

prices is through improvements in logistics and supply 

chain efficiency. The removal of interstate check posts 

and the introduction of uniform tax rates across states have 

reduced transportation delays and warehousing costs. 

Earlier, businesses maintained multiple warehouses in 

different states mainly to avoid higher tax liabilities, but 

under GST this became unnecessary, leading to savings in 

storage and distribution expenses (World Bank, 2018). 

These efficiency gains can lower production and delivery 

costs, which may result in reduced consumer prices in the 

long run. The creation of a unified national market has 

also increased competition, helping to control prices in 

some sectors. 

However, despite these benefits, GST has led to price 

increases in several areas, especially in the service sector. 

Under the earlier tax system, services were taxed at 15 

percent, while under GST most services were placed in 

the 18 percent tax slab. This change caused higher prices 

for services such as telecommunications, banking, 

insurance, transport, and hospitality (Reserve Bank of 

India, 2018). Since services make up a growing share of 

household spending, these price increases had a noticeable 

impact on the cost of living for many consumers. In 

addition, small service-sector businesses faced higher 

compliance costs, which were often passed on to 

consumers in the form of higher prices. 

The effect of GST on consumer prices was also shaped by 

the transitional difficulties faced during its early 

implementation. Many businesses experienced 

technological problems with the Goods and Services Tax 

Network (GSTN), along with issues related to product 

classification and new procedural requirements. These 

challenges disrupted supply chains and caused temporary 

shortages and price fluctuations in some markets (NITI 

Aayog, 2019). Uncertainty about tax rates and anti-

profiteering rules further influenced pricing decisions, as 

firms adjusted their prices to fit the new tax system. As a 

result, short-term inflationary pressures were observed 

during the initial phase of GST implementation. 

From a broader economic perspective, GST has had 

mixed effects on inflation. Although the reform was 

expected to be inflation-neutral or slightly deflationary in 

the long run because of efficiency gains, short-term price 

increases were seen in certain goods and services. The  
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Reserve Bank of India (2018) noted that post-GST price 

changes were uneven and varied across sectors rather than 

being uniform across the economy. Essential items such 

as food grains and unprocessed goods were either 

exempted or placed under lower tax slabs, which helped 

protect low-income households from major price shocks. 

However, non-essential goods and service sectors faced 

higher tax burdens, which influenced consumer spending 

patterns and contributed to changes in the cost of living. 

Another important aspect of GST’s effect on consumer 

prices is linked to tax incidence and market structure. 

Economic theory explains that the burden of indirect taxes 

depends on factors such as the elasticity of demand and 

supply and the level of market competition (Principles of 

Economics). In highly competitive markets, firms may 

absorb part of the tax burden in order to retain their 

customers, which helps limit price increases for 

consumers. In contrast, in markets with low competition 

or where demand is inelastic, businesses are more likely 

to pass the full tax burden on to consumers. This helps 

explain why price increases have been more noticeable in 

certain service sectors and less visible in competitive 

manufacturing industries. 

GST has helped improve price transparency and 

encouraged the formalization of the economy by bringing 

more businesses under the tax system. This has reduced 

informal pricing practices and tax evasion, while also 

strengthening consumer protection through standardized 

billing and greater accountability. Over time, better 

compliance and increased competition are expected to 

stabilize prices and reduce artificial price differences 

caused by unreported transactions (International 

Monetary Fund, 2018). However, in the short term, 

formalization increased operating costs for some small 

and unorganized businesses, and these additional costs 

were often passed on to consumers in the form of higher 

prices. 

Overall, the impact of GST on consumer price levels has 

been both positive and negative. On the positive side, GST 

reduced the cascading effect of taxes, improved supply 

chain efficiency, and increased price transparency, which 

led to price reductions for certain goods. On the negative 

side, higher tax rates on services, increased compliance 

costs, and transitional challenges resulted in price rises in 

several sectors. Therefore, the effect of GST on consumer 

prices has been mixed and sector-specific rather than 

uniform across the economy.In the long run, GST is 

expected to promote economic efficiency, strengthen 

market competition, and contribute to price stability 

through improved tax administration and reduced logistics 

costs. However, continuous policy adjustments, 

rationalization of tax slabs, and protection of essential 

goods and services are necessary to ensure that GST 

achieves its objective of benefiting consumers and 

maintaining stable price levels. A balanced evaluation of 

GST’s impact on consumer prices is therefore essential for 

understanding its role as a policy instrument influencing 

both 

 

FINDINGS AND SUGGESTIONS 

GST has improved price transparency and encouraged 

more businesses to join the formal tax system. By bringing  

more traders and service providers under one tax 

structure, GST reduced hidden pricing practices and tax 

evasion. Consumers also benefited from standardized 

billing and better accountability. Over time, improved 

compliance and increased competition are expected to 

stabilize prices and reduce artificial price differences 

caused by unreported transactions (International 

Monetary Fund, 2018). 

However, in the initial period, GST created challenges for 

small and unorganized businesses. Many of them faced 

higher compliance and operating costs due to registration, 

digital filing, and tax documentation requirements. To 

cope with these new expenses, several businesses passed 

the extra costs on to consumers in the form of higher 

prices. This led to short-term price increases in certain 

goods and services. 

Overall, the impact of GST on consumer price levels has 

been both positive and negative. On the positive side, GST 

reduced the cascading effect of taxes, improved supply 

chain efficiency, and increased price transparency. These 

changes helped lower prices for some products, especially 

those that previously faced multiple layers of indirect 

taxes. Consumers also gained from clearer pricing and 

better protection through proper invoices and uniform tax 

rates. 

On the negative side, higher tax rates on services, 

increased compliance costs, and transitional difficulties 

resulted in price rises in several sectors. Service-based 

industries such as transport, hospitality, and small-scale 

retail experienced noticeable cost pressures. 

Therefore, the effect of GST on consumer prices has not 

been uniform across the economy. While some sectors 

experienced price reductions, others saw temporary or 

sustained price increases. The overall influence of GST on 

prices depends on the nature of the industry, tax rates 

applied, and the ability of businesses to adapt to the new 

system. Thus, GST’s impact on consumer price levels can 

be described as mixed and sector-specific rather than 

entirely positive or negative. 

 

CONCLUSION 

This conceptual study examined how the Goods and 

Services Tax (GST) has affected consumer price levels in 

India, focusing on both its benefits and challenges. GST 

was introduced to create a single national market, remove 

multiple layers of taxation, and make the tax system more 

efficient. The findings show that GST has had a mixed 

impact on consumer prices. In the short term, some sectors 

experienced price increases, while in the long run, price 

stability began to improve as the system became more 

organized and settled. 

During the initial phase of implementation, many goods 

and services saw price changes because of new tax rates, 

compliance rules, and adjustments in supply chains. These 

sudden changes created confusion and uncertainty for 

both businesses and consumers. However, as time passed, 

the advantages of input tax credit, better transportation 

systems, and increased tax transparency helped reduce 

production and distribution costs in several industries. 

This encouraged competition and led to more stable and 

fair pricing in the market. 
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The study also highlights that essential goods were mostly 

protected through lower tax rates and exemptions. Despite 

this, indirect cost pressures continued to affect prices in 

areas such as healthcare, education-related services, and 

transportation. Small and medium-sized businesses faced 

difficulties in meeting compliance requirements, and 

these extra costs were often passed on to consumers 

through higher prices. In addition, limited awareness 

among consumers about GST rates and proper billing 

reduced the benefits of price transparency and 

accountability. 

Overall, GST has improved the structure of India’s 

indirect tax system and strengthened revenue collection 

while promoting the formalization of the economy. Its 

impact on consumer prices cannot be described as entirely 

positive or negative. Instead, it varies across different 

sectors and depends on how effectively the policy is 

implemented and adjusted over time. Continuous 

monitoring of price trends and sector-wise outcomes is 

therefore important to ensure that GST supports both 

economic efficiency and consumer welfare. 

This study concludes that GST should be viewed as a 

flexible and evolving policy rather than a one-time 

reform. Regular revision of tax slabs, protection of 

essential goods and services, strict enforcement of anti-

profiteering rules, and ongoing support for small 

businesses are necessary to maintain a balance between 

revenue generation and price stability. Improving 

consumer awareness and transparency in billing practices 

will also help build trust in the system and allow 

consumers to make informed purchasing decisions. 

In conclusion, GST is a major milestone in India’s tax 

reform journey. With consistent policy improvement and 

responsible governance, GST has the potential to support 

long-term price stability, strengthen economic integration, 

and promote inclusive growth while protecting the 

interests of consumers across all income groups.
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