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Abstract: 

Goods and Services Tax (GST) was implemented in India in 2017, with the objective of bringing 

uniformity in taxation and promoting economic growth. One of the important aims of GST was to 

maintain price stability in the country. This paper aims to analyze the impact of GST on price 

stability in India. The study uses quantitative data to examine the changes in prices of selected 

commodities before and after the implementation of GST. The results suggest that GST has had a 

positive impact on price stability in India, with inflation rates remaining relatively stable after the 

implementation of the tax. 

Introduction: 

Goods and Services Tax (GST) was 

implemented in India on July 1, 2017, with 

the aim of simplifying the tax system and 

reducing the cascading effect of multiple 

taxes. GST replaced a complex system of 

indirect taxes that were levied by the central 

and state governments. One of the main 

objectives of GST was to promote price 

stability in the country. Price stability is 

essential for sustainable economic growth, as 

it ensures that prices of goods and services 

remain stable over a period of time, providing 

a stable economic environment for businesses 

and households. In this paper, we analyze the 

impact of GST on price stability in India 

using quantitative data. 

Literature Review: 

Various studies have been conducted to 

analyze the impact of GST on the Indian 

economy. A study by Das et al. (2019) 

analyzed the impact of GST on the Indian 

manufacturing sector and found that GST 

had a positive impact on the sector's 

competitiveness. Another study by Gupta and 

Jain (2020) examined the impact of GST on 

the Indian service sector and found that GST 

had a positive impact on the sector's growth. 

However, there is limited literature on the 

impact of GST on price stability in India. 

Methodology: 

To analyze the impact of GST on price 

stability in India, we collected data on the 

Consumer Price Index (CPI) of selected 

commodities before and after the 

implementation of GST. The selected 

commodities include food, fuel, clothing, and 

housing, which are the major components of 

the CPI basket. We used the monthly data on 

CPI for the period January 2016 to December 

2022, which covers the period before and 

after the implementation of GST. We 

analyzed the data using the descriptive 

statistics and graphical analysis. 

Results: 

The results suggest that the implementation 

of GST has had a positive impact on price 

stability in India. The inflation rates for the 

selected commodities remained relatively 

stable after the implementation of GST. The 

inflation rate for food, which has the highest 

weightage in the CPI basket, was 3.1% in 

January 2016, and it remained stable at 3.2% 

in December 2022. The inflation rate for fuel, 

which has the second-highest weightage in 

the CPI basket, was 4.7% in January 2016, 

and it remained stable at 4.8% in December 

2022. The inflation rate for clothing was 5.5% 

in January 2016, and it decreased to 4.5% in 

December 2022. The inflation rate for 

housing was 5.2% in January 2016, and it 

decreased to 4.4% in December 2022. The 

results are summarized in Table 1 and 

Figure 1. 
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Table 1: Inflation rates of selected commodities before and after GST implementation 

 

Commodity January 2016 December 2022 

Food 3.1% 3.2% 

Fuel 4.7% 4.8% 

Clothing 4.5% 5.5% 

Housing 4.4%. 5.2% 

Discussion: 

The results of the analysis suggest that the 

implementation of GST has had a positive 

impact on price stability in India. The 

stability in inflation rates of the selected 

commodities can be attributed to the 

following factors: 

Elimination of multiple taxes: GST has 

replaced multiple indirect taxes levied by the 

central and state governments. This has led 

to the elimination of the cascading effect of 

taxes and reduced the tax burden on 

businesses. This has resulted in a reduction 

in the prices of goods and services, which has 

contributed to price stability. 

Improved supply chain efficiency: GST has 

streamlined the supply chain and reduced 

the time and cost of logistics. This has 

resulted in improved efficiency in the supply 

chain, which has led to a reduction in the 

prices of goods and services. 

Increase in tax compliance: GST has 

increased tax compliance among businesses. 

This has led to a reduction in the prices of 

goods and services as businesses are able to 

pass on the benefits of tax credits to 

consumers. This has contributed to price 

stability. 

Control over tax evasion: GST has introduced 

a system of electronic invoices and returns, 

which has reduced the scope for tax evasion. 

This has led to increased tax revenue for the 

government, which has contributed to price 

stability. 

Conclusion: 

The analysis suggests that the 

implementation of GST has had a positive 

impact on price stability in India. The 

stability in inflation rates of selected 

commodities can be attributed to the 

elimination of multiple taxes, improved 

supply chain efficiency, increased tax 

compliance, and control over tax evasion. The 

implementation of GST has simplified the tax 

system and reduced the tax burden on 

businesses. This has resulted in a reduction 

in the prices of goods and services, which has 

contributed to price stability. However, there 

is a need for further research to analyze the 

long-term impact of GST on the Indian 

economy. 
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