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Recent Policy Initiatives in Services Sector 

Various initiatives have been taken by the Government to help the services 

sector. Some recent measures include the increase in SEIS (Service Export 

from India Scheme) incentives by 2% for notified services such as Business, 

Legal, Accounting, Architectural, Engineering, Educational, Hospital, Hotels 

and Restaurants; increasing the validity period of the Duty Credit Scrips from 

18 months to 24 months to enhance their utility in the GST framework; 

reducing the GST rate for transfer/sale of scrips to zero from the earlier rate 

of 12%; and creating a new Logistics Division in the Department of Commerce 

to develop and coordinate implementation of an Action Plan for the integrated 

development of the logistics sector. Many initiatives have been taken in the 

five select sectors also. These include the various initiatives under Digital 

India programme in the IT sector; E-Visas, Swachhta Action Plan, launch of 

Global Mediacampaign, launch of the ‘The Heritage Trail’ and ‘Adopt a 

Heritage Scheme’ to promote world Heritage sites in India, and initiatives by 

the National Medical and wellness Tourism Board to promote medical 

Tourism; reduction of GST on bunker fuel, easing procedural compliance for 

ship registration, measures to promote cruise shipping amd preparing a 

vision for coastal shipping to promote shipping; launching Pradhan Mantri 

Awas Yojana, Smart Cities mission, RETIS and InvITs, and RERA to help Real 

Estate sector; extending Lines of Credit, introducing Buyer’s credit under the 

National Export Insurance Account, concessional financing scheme, Export 

Development fund, and Project Development fund for CLMV countries to help 

project exports. 

Issues and Policy Suggestions 

The issues are divided into two broad categories, Major Cross Cutting Issues 

and Sector Specific Issues. 

Goods and Services Tax (GST) and Services: In the case of Services, the 

GST rates are NIL for education and health services and 5 per cent for 

transport of goods by rail and vessel, supply of tour operators services 

(without ITC). Only 4 services items are in the highest slab of 28 per cent 

which include among others entertainment events or access to amusement 

facilities including exhibition of cinematograph films, theme parks, joy rides, 

etc; and hotels, inns, having room tariff above Rs. 7500 per day per room. 

The GST Council in October 2017 recommended changes in GST rates to 

provide relief on the services side also, particularly to aviation, restaurants 

and job work related to services. Further during recent amendments some 

measures specific to services were also taken which include reduction in tax 

rates on some services including services related to job work which will benefit 

many sectors including Gems and Jewellery, exempting service providers with 



annual turnover of less than Rs 2 million from the need to register even in 

cases where they are making inter-state supplies, etc.  

GST has helped the services sector in many ways like avoiding confusion as 

pre-GST, both Central and State Govt. had the right to collect the tax which 

was leading to confusion in finding out to whom the tax is to be paid for 

services like software, works contract etc. resulting in disputes between 

Central and State Governments. There are also benefits due to the 

compulsion for every stakeholder to upload the GST-tax paid to get input tax 

credit. There is also fall in logistics costs with abolition of check posts and the 

E-way bill is expected to further reduce the logistics costs. However, there are 

some early hiccups and difficulties like higher tax on services as Pre-GST, 

service tax was applicable at the rate of 15% on Services rendered which 

included 0.5% for Swachh Bharat Cess and 0.5% for Krishi Kalyan Cess, 

while Post- GST the service sector is under the higher taxation of 18 percent 

though for some services, it is ‘Zero’ or low and gradually rates are supposed 

to be lowered. Besides tax credit is available and exports are not taxed. The 

major difficulty is registration of Place of Business as agents will have to 

register in all states that they operate in and file in each of them in the GST 

regime. However, increased compliance requirements will be faced only by a 

small number of agents with a pan-India presence whose ability to comply 

will be commensurately greater. There are also issues of GST network as, in 

the GST network, not more than 100 branches of Bank can register. In the 

case of Healthcare Services, while there are no taxes on health care services, 

the input tax credits are not available for the very reason that healthcare 

services are exempt from GST. 

Employment in Services: India’s services sector has a high share in 

income and relatively low share in employment, while in China, the shares of 

both services income and services employment are relatively low.  

While services like IT are skill oriented, services like Tourism are employment 

generators. There is a need for further efforts to enhance both 

unskilled/semiskilled employment and skilled and quality employment in 

services sector. The skill India initiative could be further dovetailed for 

services sector employment. 

Tourism Sector: India’s share in international tourist arrivals (ITA) is a 

paltry 1.1 per cent with a rank of 24, though in terms of International tourism 

receipts (ITR), India has a slightly higher share of 1.8 per cent and a better 

ranking of 14. Some policy suggestions and issues in this sector include the 

following. Three basic things are needed in atleast five major tourist 

destinations like making India Tourism friendly and Tourist safe Country with 

a special Tourist Protection force; Cleanliness hygiene and ambience of 



acceptable standards; and Good Tourism Infrastructure including beautifying 

riversides passing the middle of cities, providing accommodation for tourists 

by increasing the number of hotel rooms and improving infrastructure in 

important tourist sites by privatization of some areas of infrastructure or 

Public Private Partnership along with government support on the lines of the 

Government’s ‘Adopt a Heritage Project’. There is also a need for further 

improvement in E-Visas and Immigration procedures like increasing the 

number of E-VISA counters in Delhi Airport to reduce the waiting time which 

at present is 3 hours on average. Another area is promoting Medical Tourism 

by facilitating imports for hospitals providing medical tourism and providing 

a package of services for medical tourists including state of the art medical 

facilities, ambulance services at airports, airlifting of medical tourists to 

hospitals by helicopters and fast track clearance of medical visas, 

immigration and other formalities. 

GST related issues in tourism sector include the place of provision issue and 

the need to treat foreign exchange earnings in tourism services as exports or 

deemed exports; issue of GST rates in India being very high compared to the 

tax rates in other competing countries at 5 % on an average and the need to 

treat tourism exports on par with other exports & services & such 

transactions to be zero rated or taxed at a very low rate without stopping the 

input tax; need to consider giving input tax credit for tour operator services; 

and creating a simple mechanism for GST refund for international tourists 

purchasing goods in India. 

Tourism: Recent policies to promote Tourism include, E-Visa for the 

citizens of 162 countries, promotion of India as a 365 days destination, 

Swachhta Action Plan (SAP), Skill Development Initiative, launching of 

Multilingual Tourist Infoline, and Swachh Paryatan Mobile App. During 

January to September, 2017 a total of 12.43 lakhs e-Visa holders visited India 

registering a growth of 59.2 per cent over the same period of 2016. E- visa is 

allowed under three sub-categories − e-Tourist Visa, e-Business Visa, and e-

Medical Visa. The window for application under e-Visa has been increased 

from 30 days to 120 days and the duration of stay in India under e-Visa has 

also been increased from 30 days to 60 days. These were also suggested in 

our earlier working paper (DEA 2016). A series of promotional activities are 

undertaken in important and potential markets overseas through the India 

Tourism offices abroad and within India through domestic India Tourism 

offices, with the objective of showcasing India’s tourism potential to foreign 

and domestic tourists under the Incredible India Branding. Some examples 

are the launch of Global Media Campaign for 2017-18 on the Euro Sports 

Channel in August 2017; launch of ‘The Heritage Trail’ to promote the World 

Heritage Sites in India and Domestic Television Campaigns on Doordarshan 



to promote tourism to the North East Region and to the State of Jammu & 

Kashmir and to encourage travel to tourist destinations in these regions; 

launch of International Media Campaign of Ministry of Tourism on Al Jazeera 

TV channel in the Middle East Region, on Travel Channel Global Feed, CNN, 

BBC, Discovery, TLC, NGC, Euronews, History, CNBC, CBS- USA and TABI – 

Japan; organization of CICA (Conference of the Interaction and Confidence 

Building Measures in Asia) workshop on “Building bridges across Asia 

through tourism” on 28th September, 2017 at New Delhi; celebration of 

‘Paryatan Parv’ during 5th-25th October, 2017 with 3 components: Dekho 

Apna Desh to encourage Indians to visit their own country, Tourism for All 

with tourism events at sites across all states in the country and Tourism & 

Governance: Interactive Sessions & Workshops with Stakeholders on varied 

themes. 

Globally, the medical value travel (MVT) market is expected to cross US$ 100 

billion in 2019, growing at a CAGR of 19.4 percent and India’s share was 3.8 

per cent of the global medical tourists and 5.5 per cent of the global revenue 

from medical tourism in 2014. The Government has initiated many policies 

to make India a Medical Value Travel destination which include constituting 

the National Medical and Wellness Tourism Promotion Board in 2015 and 

launching e-tourist visa and m-visa facilities. The board has taken 

many initiatives which inter alia include:  

a) Stressing on easing entry formalities for those arriving for Medical Visits. 

On the recommendations of the Board, Government has done away with the 

procedure for reporting of those coming on medical visas to Foreigner 

Regional Registration Offices (FRRO) and accepts hospital’s reporting. 

b) Giving emphasis on accreditation of institutions and organizations dealing 

with Medical and Wellness Tourism at all levels. 

c) Encouraging the Medical and Wellness Tourism stakeholders to work in a 

transparent and fair manner by listing out indicative cost of procedures. 

Ministry of Tourism also provides Market Development Assistance (MDA), for 

participation in approved Medical/Tourism Fairs/Medical Conferences/ 

Wellness conferences/ Wellness Fairs and its allied Road Shows, to the 

Medical Tourism Service Providers and Wellness Tourism Service Providers. 

The Medical Visa and Medical Attendant Visa are special category of visa 

provided to visitors coming for medical purposes. The E-Visa regime has also 

been extended to include visits for medical purposes as well. Special 

immigration counters have been set up at airports for this category.  

Another recent initiative in the Tourism Sector is the Adopt a Heritage Project. 

The ‘Adopt a Heritage Scheme’ of Ministry of Tourism was launched on World 



Tourism Day i.e. 27th September, 2017 by the President of India. Thereafter, 

Ministry of Tourism invited Private Sector Companies, Public Sector 

Companies and Corporate individuals to adopt the sites and to take up the 

responsibility for making our heritage and tourism more sustainable through 

conservation and development. This scheme is a unique endeavour of 

Ministry of Tourism in close collaboration with Ministry of Culture and 

Archaeological Survey of India (ASI) which envisages developing monuments, 

heritage and tourist sites across India and making them tourist friendly to 

enhance their tourism potential and cultural importance, in a planned and 

phased manner. Seven shortlisted companies have been given ‘Letters of 

Intent’ for fourteen monuments under ‘Adopt a Heritage Scheme’. These 

companies will be the future ‘Monument Mitras’. 

For creation of tourism infrastructure, the Ministry of Tourism has two plan 

schemes viz. Swadesh Darshan - Integrated Development of Theme-Based 

Tourist Circuits and PRASAD Pilgrimage Rejuvenation and Spiritual 

Augmentation Drive for development of tourism infrastructure in the country 

including historical places and heritage cities. 

 

3.2) Goods and Services Tax (GST): Impact on Services 

To streamline the indirect tax system, the GST has been implemented from 1 

July 2017 with amendments from time to time. GST is a destination based 

consumption tax and would be applicable on the supply of goods or services 

as against the earlier concept of tax on the manufacture or sale of goods or 

provision of services. This means that tax would accrue to the State or the 

Union Territory where the consumption takes place. In the case of Services, 

the GST rates are ‘NIL’ for education and health services and 5 per cent for 

transport of goods by rail and vessel, supply of tour operators services 

(without ITC); Only 4 services items are in the highest slab of 28 per cent 

which include among others entertainment events or access to amusement 

facilities including exhibition of cinematograph films, theme parks, joy rides, 

etc; and hotels, inns, having room tariff above Rs. 7500 per day per room.  

The GST Council in October 2017 recommended changes in 

GST rates to provide relief on the services side also, 

particularly to aviation, restaurants and job work related to 

services. These are as follows: 

 All stand-alone restaurants irrespective of air conditioned or otherwise, 

will attract 5% GST without ITC. Food parcels (or takeaways) will also 

attract 5% GST without ITC. 



 Restaurants in hotel premises having room tariff of less than Rs 7500 

per unit per day will attract GST of 5% without ITC. 

 Restaurants in hotel premises having room tariff of Rs 7500 and above 

per unit per day (even for a single room) will attract GST of 18% with 

full ITC. 

 Outdoor catering will continue to be at 18% with full ITC. 

 GST on services by way of admission to "protected monuments" to be 

exempted from GST. 

 GST rate on job work services in relation to manufacture of those 

handicraft goods in respect of which the casual taxable person has been 

exempted from obtaining registration, to be reduced to 5% with full 

input tax credit 

 Three basic things in five major tourist destinations: These are the 

following. 

 Making India Tourism friendly and Tourist safe Country. Here a special 

Tourist Protection force can be thought of. While some states have such 

a force, there is a need to extend it to all states and also strengthen it 

in states where it already exists. This can help in not only providing 

safety for tourists but also provide employment for the people. Even in 

Kerala where such a police force exists the number of female tourism 

police officers is very less. A separate uniform for Tourism Police across 

India can also be thought of on the lines of the blue colour in Kerala. 

 Cleanliness hygiene and ambience of acceptable standards. This 

should start from the point of entry of tourists till their departure, 

including hotels, roads and major places of visit. While, heritage sites 

continue to be dirty, even ferry jetties in places like Kerala lack hygiene. 

The skill development initiative can also be dovetailed for this purpose. 

 Good Tourism Infrastructure: This included many components like 

roads, railways, cruise travel, infrastructure in heritage sites, place of 

visits, stay etc. One example is the beautification of riverside. In major 

cities of the world where rivers flow in the middle of the cities, the river 

sides are beautified and beautiful pathways are built on the sides. In 

India, despite having beautiful rivers in the heart of cities, 

beautification of riverside is conspicuous by its absence. Instead river 

sides are very dirty places as in the case of Yamuna in Delhi. Sabarmati 

riverside in Ahmedabad is an exception where some beautification has 

been done. Another example is accommodation. The reason why the 

number of foreign tourists can’t increase in India is the lack of 

accommodation. India has only 120,000 guest rooms in all the 

categories (1 to 5 star deluxe). If we take only 3 to 5 star hotels, there 

are only 80,000 rooms which is inadequate to serve the whole country. 

The Government had planned to increase it to 180,000 more rooms, 



which could increase the Foreign Tourist Arrivals from 8 million to 

around 16 million tourists. For this purpose infrastructure status was 

given to hotels. The big issue however is the resource required for this 

purpose. One more example is Water Ambulance needed in places like 

Kerala, due to the geographical conditions. In places like Munnar, the 

helicopter evacuation facility in case of emergency is not available. Thus 

besides basic tourism infrastructure, specific infrastructure for 

different segments of tourism needs to be developed on a fast track 

basis. One possible solution besides, active government support, is 

privatization of some areas of infrastructure or Public Private 

Partnership. 

If the above mentioned three basic things can be provided in atleast five 

major tourist destinations in India, then it is possible to achieve a 

reasonable share of World tourism arrivals and receipts. 

 Further improvement in E-Visas and Immigration facilities: 

 Increasing E-Visa Counters: There has been a near to threefold increase 

in eTV, though the increase in number of foreign tourist arrivals was only 

9.7 per cent in 2016. This could be due to shifting from traditional mode 

to eTV mode. Our earlier report (DEA,2015) had suggested extending ETV 

for medical tourists; extending the window for application under e-Visa 

from 30 days to 120 days and increasing the duration of stay in India 

under e-Visa from 30 days to 60 days, etc. These have now been 

implemented by the Government. Further improvements related to e-

tourist visa and ordinary visa are needed. The number of E-VISA counters 

in Delhi Airport is very less and the waiting time on average is 3 hours. 

This needs to be addressed. 

 Delay in Commencing the Operation of Extension Counter of Immigration 

Office at Vallarpadam: The new Immigration office at Vallarpadam is not 

yet functional, owing to the delayed telephone/internet connectivity and 

human resources issues. This needs to be speeded up. 

 Medical Tourism: 

  Emulating policies of some ASEAN countries: The value of medical 

tourism in the world and India are estimated to be at US$ 20 billion and 

US$ 4 billion respectively as per industry sources. Here policies of 

countries like Singapore, Thailand, Malaysia, etc. in promoting Medical 

Tourism could be emulated. For example, the Tourism Authority of 

Thailand (TAT) has a comprehensive medical tourism website that acts as 

a guide for potential visitors and also highlight popular treatment options 

and reputed hospitals for medical tourists. The Ministry of Health, 

Singapore has established “Singapore Medicine”, which works closely with 

private healthcare providers to expand their reach 34 and referral 



networks in key target markets. The Malaysian Government’s Healthcare 

Travel Council (MHTC) was established in 2009 to develop the healthcare 

travel industry and promote Malaysia as a preferred destination for 

healthcare tourism in the region. 

  Facilitating imports for hospitals providing medical tourism: The 

Hospitals which provide medical tourism and have to import capital goods 

like threadmill face difficulties under EPCG scheme, as there are stringent 

conditions like the Rs 50 lakh foreign exchange earnings in previous years’ 

rule which deters the smaller services startups. 

  Medical Tourists Package: There is a need to provide a package of 

services for medical tourists including state of the art medical facilities, 

ambulance services at airports, airlifting of medical tourists to hospitals 

by helicopters and fast track clearance of medical visas, immigration and 

other formalities. 

GST related issues: 

 Need to treat foreign exchange earnings in tourism services as exports 

or deemed exports: While goods & services exported from India are 

exempt from GST, for tourism services this is not the case as they are 

governed by a special provision of being served in India. Tourism 

exports meet all the criteria as other goods & services exports i.e. the 

service provider is in India, earnings are in foreign exchange & the 

buyers are of foreign origin. However, since their place of provision is 

in India, they are charged GST. The place of provision of service must 

be in India only as tourism services are intangible & can't be delinked 

from our tourism products. This issue of definition needs to be 

resolved. 

 GST rates in India are very high: India has become less competitive as the 

tax rates in other competing countries are on an average 5%. India loses 

heavily to these markets where tourist arrivals & foreign exchange 

earnings are higher than India. With GST for hotels at around 18% & tour 

operators at 23%, India is among the highly taxed tourism countries. 

Countries smaller than India such as Singapore, Malaysia, Thailand have 

tourism visitors ranging from 12 million to 28 million as against around 9 

million in India. China at around 55 million tourists has a GST rate of 6%. 

So there is a need to treat tourism exports on par with other exports & 

services & such transactions may be zero rated or taxed at a very low rate 

without stopping the input tax. This can make Indian tourism products & 

services highly competitive. 

 GST rate of 28% on hotels above ₹7500: Hotels above a tariff of ₹7500 have 

been declared as luxury hotels and placed under the highest slab of 28%. 



This is higher than even the indirect tax on hotels (luxury tax + service 

tax) in the pre-GST regime of around 18%-21%. Tax rates for hospitality 

sector in the case of Asian competitors is around 6%. Therefore, the 

highest slab rate of 28% for luxury hotels needs to be reexamined. 

 Input Tax Credit be unlocked for Tour Operator Services: Under the 

current GST rates, Tour Operator services have been allowed 5% GST rate 

but without input tax credit. Tour operators work on a distribution model 

by distributing tours between tour operators to tour operators across tier 

A, B & C cities of India. Not having an input tax credit is creating tax on 

tax on redistributing tours which is artificially marking up India both 

within the domestic & also the international markets. Since under the 

service tax, CENVAT was available also on the chain between tour 

operator to tour operators, Input Tax Credit could be considered for 

tour operators. 

 Special provision & services account code of adventure for tour operators: 

One key segment of tourism is adventure tour operators who undertake 

activities in remote hinterlands of India, the Himalayas, the forests, the 

deserts, rivers, Sundarbans, etc. 

 Tour operators running nature based tours work, camps, in this remote 

areas of natural beauty of India are creating local employment through 

local help, porters, sherpas, local travel & transportation support, etc. 

Sometimes they even create local infrastructure such as roads and many 

families to whom conventional financial and state help is not available, 

rely on these operators for their livelihood. These services were not 

chargeable earlier under service tax. As now, tour operators have to pay 

5% GST with no input tax credit available, these services are becoming 

expensive. So for tour operators who are classified as adventure tour 

operators by the Ministry of Tourism, a mechanism like creation of a 

separate services account code and exemption from GST could be 

considered. Adventure equipment could also be made custom duty free to 

ensure utility of highest quality of equipment in the field of adventure 

tourism in India to ensure safety and security. 

 Refund of GST for International Tourists on goods: As per the section 15 

of IGST Act, the International Tourists can claim GST refund on the goods 

purchased in India while leaving the country. This is on the lines of 

countries like Singapore where there is a simple mechanism for refund. 

However, the mechanism for claiming GST refund is yet to be determined. 
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