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Key Takeaways

1.	 A typical Indian household now spends 
approximately ₹2,06,214 on GST-affected 
products annually, compared to ₹2,11,518 
earlier, resulting in savings of ₹5,304.

2.	 As expenditure declines Urban
	 households capture a larger share of
	 rupee savings because of higher unit
	 prices and premium product mixes, while
	 rural households contribute scale through
	 reach and volume.

3.	 Under static assumptions, full pass-
through implies household savings of 
approximately ₹900 billion—equivalent 
to a potential revenue loss for the 
government. However, dynamic effects, 
such as increased consumption and 
volume growth, are expected to narrow 
this gap to around ₹70 billion in FY25 and 
₹141 billion in FY26.

4.	 GDP is higher by about 0.7 to 0.9 percent 
over 2025 to 2029, driven by PFCE up 
about 0.7 to 1.2 percent that peak in 2026 
to 2027.

5.	 FMCG products, medicine, and personal 
goods see the highest savings due 
to the tax cut but mostly due to their 
higher consumption incidence by the 
population.

6.	 Industries like accommodation and 
energy have the least effect overall due 
to their low consumption incidence, even 
though they deliver high savings and 
mediocre loss respectively.

7.	 Pricing and pack size strategies can move 
items into lower psychological price 
bands. Expect more SKUs clustered just 
under rate thresholds and more value 
through bundles and larger packs.

8.	 One time disinflation from goods 
dominates early on. As higher PFCE feeds 
through, so headline drifts back toward 
target after the initial step down.

9.	 The structure is progressive in practice 
since staples, personal care, and 
commuter vehicles get cheaper, while 
luxury cars and high-power motorcycles 
get costlier along with sin goods like 
cigarettes.

10.	 Better input credit flow, compliance, 
and quick dispute settlement improves 
predictability and lower compliance costs, 
which supports investment and aids 
medium term revenue recovery.
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GST 1.0

In the years leading up to 2017, India’s goods 
and services moved through a maze of central 
and state levies that overlapped, cascaded, 
and often conflicted across jurisdictions. 
Policymakers and state finance ministers 
spent years negotiating a framework that 
could replace this tangled patchwork with a 
single, destination-based value-added tax. 
The 101st Constitutional Amendment, 
enacted in 2016, created the GST Council 
and the legal architecture for a shared Union–
State system. On the night of July 1, 2017, 
India switched on that system. The promise 
was straightforward but transformative: build 
a common national market under “one nation, 
one tax,” remove tax-on-tax through seamless 
input credits, and simplify compliance on 
an IT backbone so that businesses of every 
size could operate with greater certainty 
and lower friction. Since then, GST replaced 
around 17 different indirect taxes across the 
Centre and States and is a major source of 
indirect revenue.

GST 2.0

After eight years, the reform entered its 
renewal phase. In 2025, the GST Council 
approved a next-generation package, widely 
called GST 2.0, that resets the system around 
clarity and citizen benefit. The centrepiece is 
rate rationalisation: the move toward a two-
rate core with a 5 percent merit rate and an 
18 percent standard rate, while maintaining 
a high de-merit bucket for a small set of 
luxury or sin goods. The Council’s decisions 
also reduce or exempt GST on a wide range 
of essentials, from medicines and medical 
devices to everyday household items and 
selected inputs for farms and industry, 
explicitly aiming to ease living costs and 
support employment-intensive activity.

The institutional machinery is being upgraded 
in parallel so that rules are not only clearer but 
also applied more consistently. The launch 
of the Goods and Services Tax Appellate 
Tribunal, supported by digital interfaces 
for filing and tracking appeals, is designed 
to bring faster, uniform dispute resolution 
across the country and reduce litigation 
backlogs that have weighed on taxpayers and 
administrations alike.

Together, these moves announced at the 
Council’s 56th meeting signal a system 
maturing toward simpler slabs, lighter 
burdens on essentials, and quicker justice, 
while preserving fiscal room on de-merit 
goods. In effect, GST 2.0 carries forward 
the founding vision of 2017 with a sharper 
focus on affordability, compliance ease, and 
predictability for investment.

Why GST 2.0 matters

For businesses, GST 2.0 is not just a tax 
update – it is a structural reform with 
implications for cost structures, pricing 
strategies, and competitiveness. Beyond 
individual firms, these changes can influence 
sectoral demand, supply-chain dynamics, and 
the broader business ecosystem, making it 
essential for leaders to understand both direct 
and ripple effects. Multi-slab supply chains 
heighten compliance complexity, invoice 
management, and refund timing risk, which 
can strain cash flows.

We analyse GST 2.0 through a practical, 
citizen-centric lens and then scale the findings 
to the macroeconomy. We first begin by 
modelling household-level spending under 
the new rate structure, using official data from 
the Household Expenditure Survey 2023-
24, conducted by the National Statistical 
Office under the Ministry of Statistics and 
Programme Implementation (MOSPI). 
This allows us to compare what a typical 

Introduction



From Tax Cut to Growth: How GST 2.0 Lifts Indian Consumption |   5

household spent under the earlier regime 
with what it would spend under GST 2.0, 
assuming consumers keep their consumption 
volume & patterns consistent, and firms pass 
through the benefits fully. Later, we trace 
how these household-level shifts dynamically 
aggregate into changes in consumption, 
output, prices, and indirect tax revenue at a 
broader macro level.

We also conduct a detailed product-by-
product analysis to examine how each item 
is affected by GST 2.0, and how consumption 
patterns and spending differ between rural 
and urban households. For this analysis, 
please refer to the Appendix at the end of the 
whitepaper.

The Effect of GST 2.0

In the catalogue provided by MOSPI, 63 items 
have been identified as being affected by 
GST 2.0. These 63 items have been further 
grouped into 11 corresponding industries to 
provide a more nuanced understanding of the 
impact of GST 2.0 across different sectors. If 
you are interested in examining the individual 
effects of GST 2.0 on these specific products, 
please refer to the Appendix.

1  Please note that this is not population representative but rather a consuming household representative, 

meaning this shows the expense of the consuming households of the said industry.

2  Please refer to the Appendix to see the Old & New GST rate for different products belonging to different 

Industries

Industry-wise Savings per Household (in rupees)1

Industry2 Old Annual Expenditure New Annual Expenditure Annual Savings

Food 62,013 60,331 1,682

Medicine 47,278 45,880 1,398

Accommodation 25,246 23,954 1,292

Personal Care 7,341 6,860 481

Automobiles 4,624 4,277 347

Appliances 5,856 5,559 297

Entertainment 12,336 12,086 250

Personal goods 25,587 25,385 202

Footwear 2,335 2,189 146

Tobacco 5,846 6,152 –306

Energy 13,057 13,607 –550
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Industry-wise Consumption (Percentage of Population)

99.82%

99.82%

99.64%

95.31%

90.67%

90.09%

77.86%

50.36%

41.20%

6.84%

0.54%

Apparel & Clothing

Personal Care

Footware

Personal Goods

Food

Medicine

Automobiles

Tobacco

Appliances

Entertainment

Energy

Accomodation 0.23%

 

The largest rupee gain comes from the 
food industry at about ₹1,682, followed 
by medicines at ₹1,398. The relief is broad 
because high-reach categories such as 
personal care, footwear, medicines, food, and 
personal goods cover most families, so even 
small percentage cuts translate into certain 
savings in day-to-day budgets of roughly 
every household.  

Appliances and automobiles add incremental 
relief where ownership exists, with reach of 
about 41 percent and 78 percent respectively, 
and they are likely to encourage upgrades 
and timely replacements.  

The entertainment and accommodation3  
category yields generous savings but with 
low participation, so the macro effect is small.  
Tobacco spending rises by about ₹306 as 
higher rates on cigarettes and gutka outweigh 
the cut on bidis4. Overall, the pattern is 
progressive in practice, since mass-market 
essentials and commuter items get cheaper 

Please note that the graph shows the percentage of households that consume the GST affected product in each 
industry. For example, in Personal Care, most affected products are used by a large share of households. In 
contrast, the affected product in Energy is used by very few households.

3 Please refer to the accommodation section in 

Appendix

4 Please refer to the Tobacco section in Appendix

Population Incidence vs
Annual Savings
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while luxury or demerit items see little relief 
or become costlier, producing small but 
widespread gains that add up at the national 
scale.

1.	 Food Items

Most FMCG food items get cheaper, with 
bread and other bakery items leading in 
percentage terms. Savings are largest in 
rupees for chocolates and health drinks, and 
high reach items like namkeen and bhujia 
spread the benefit widely. Lower prices lift 
quantities and shift demand from costlier 
sodas and canned drinks, which saw a rise in 
GST, toward mineral water and fruit juices. 

Urban consumer spending skews toward 
premium and convenience, while rural 
markets drive volume and sometimes higher 
spending on staples such as butter, ghee, 
and paneer, as well as on soda drinks. The net 
effect is a one-time gain in real purchasing 
power that supports near term consumption, 
unless supply tightens, or firms later take back 
the pass through.

2.	 Energy

Only a single item is affected here: coal. 
The GST on coal rises from 5 percent to 18 
percent. Demand is short run inelastic, so 
there is limited scope for cutting use, with 
some substitution to LPG or electricity if 
cheaper. The impact is a narrow inflationary 
nudge within fuel and light that is largely 
invisible in CPI given coal’s 0.54 percent 
population reach. Urban exposure is slightly 
higher than rural, but the aggregate effect 
remains negligible due to the low reach, even 
though the GST loss is high.

3.	 Tobacco

Tobacco prices shift volumes only modestly 
because demand is inelastic. Costlier 
cigarettes and gutka trim use slightly, while a 
cut in bidi prices can raise bidi consumption 
and slow upgrading from bidi to cigarettes. 
The CPI effect is small given limited budget 
shares, though the impact on users is material. 

Revenue per unit rises for cigarettes and 
gutka, but the net effect depends on volume 
losses and illicit substitution, and cheaper 
bidi pulls the other way. Rural households 
skew toward bidi, while urban spending skews 
toward cigarettes and branded chewing 
tobacco. The health signal is mixed because 
cheaper bidi weakens deterrence.

4.	 Entertainment

Targeted tax cuts yield savings mostly for gym 
and club memberships, with negligible gains 
from cinema tickets because the average 
ticket price exceeds 100. Only tickets priced 
below 100 receive a GST reduction. The 
macro impact is limited, though participating 
households see a clear benefit. Urban users 
gain more in practice because of higher 
usage and access, while many households 
see no change since typical ticket prices are 
above the threshold.

5.	 Accommodation

Rooms priced at or below ₹7,500 now 
attract 5 percent GST, but only about 0.23 
percent of households benefit, so the macro 
effect is small. Off-peak demand is more 
price responsive, so lower prices can add 
a night or trigger an extra trip. The ₹7,500 
threshold encourages pricing just below it 
and more monetization through breakfast, 
late checkout, and upgrades. Urban 
households spend far more on lodging, 
about 94 percent higher, while a larger share 
of rural households reports usage. Spillovers 
are local but real. If occupancy rises, nearby 
restaurants, transport, and attractions benefit 
through ancillary or supplementary spending. 
For CPI and PFCE, the aggregate effect is 
small given the narrow reach, but this points 
to lower inflation in this subcomponent and a 
small boost to discretionary spending.

6.	 Appliances

GST 2.0 cuts tax from 28 percent to 18 
percent for most appliances, moving many 
items into lower psychological price bands. 
Small appliances respond first with faster 
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turnover, while televisions, refrigerators, and 
washing machines see trading up to larger 
or more efficient models. Air conditioner 
adoption improves among near threshold 
buyers, though peak season pricing can 
absorb part of the cut. The durables subindex 
eases once, the impact on headline inflation is 
modest, and lost tax revenue per unit can be 
partly offset by higher formal volumes. Urban 
markets lead spending and usage, while rural 
purchasers often choose larger quantities 
when they buy.

7.	 Automobiles

GST cuts prices for bicycles, small and 
midsized cars, and commuter motorcycles 
up to 350 cc, while premium cars and high-
capacity motorcycles see an increase. Many 
parts are cheaper as well. Tyres and tubes 
also get a GST cut, which lowers maintenance 
costs and encourages timely replacement for 
many households. Cheaper mass segments 
see some purchase advancement and modest 
upgrading within similar budgets, while 
premium demand changes little. The policy 
tilt is progressive. Most users benefit from 
lower running or purchase costs, and the 
personal transport sub basket eases with a lift 
to near term purchases and maintenance.

8.	 Personal Care Products

Personal care staples such as soap, 
toothpaste, hair oil, and shampoo get 
cheaper, easing routine hygiene spending 
for most households. Because demand is 
inelastic, the gain appears mainly as higher 
real purchasing power, with some trading 
up to larger packs and mid-tier brands. 
Competitive lines pass through more of the 
cut through visible price point drops, and the 
rest through promotions and bundles. Prices 
step down once for this subgroup, which is 
mildly disinflationary and supports private 
consumption. The impact is broad rather than 
deep, with stronger spending and access in 
cities, and larger quantities consumed in rural 
areas.

9.	 Footwear

Footwear prices fall for most households, 
with the biggest rupee savings concentrated 
in leather lines for a smaller set of buyers. 
Lower prices bring forward replacements 
and encourage upgrades from unbranded 
to branded products and to better materials. 
Entry price rubber or PVC footwear reacts 
quickly, especially for school and work needs. 
The clothing and footwear sub index shows 
a modest one-time step down that is broadly 
felt. Urban buyers spend more on leather and 
branded options, while rural markets account 
for more total buyers and higher second-hand 
footwear spending.

10.	Medicines

Everyday medicines reach about 89 percent 
of households, so most families see a small 
but certain easing in routine health bills. 
Hospitalization drugs yield larger rupee 
savings per user but are episodic and reach 
only about 15 percent. Because demand 
is inelastic, the benefit appears as better 
adherence and modest quality upgrades 
rather than large volume gains, with generics 
more likely to pass through lower prices. The 
health goods sub index steps down once 
with a modest effect on headline inflation but 
broad reach. Urban households spend more 
and pay higher unit prices, while rural usage is 
wider.

11.	Personal Goods

Personal goods now carry 5 percent GST, 
down from 12 percent. High reach items such 
as stainless-steel utensils and stationery kits 
deliver small but widespread relief, with most 
gains appearing as higher purchasing power 
and modest quality upgrades. Spectacle 
demand is need driven, so savings improve 
replacement adherence and the quality of 
lenses or frames, and cheaper helmets can 
raise uptake. Strong competition supports 
visible pass through at common price points, 
with the rest delivered through promotions 
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and bundles. The basket sees a one-time 
disinflationary step down that supports private 
consumption. Urban buyers spend more per 
purchaser, while rural incidence is higher.

12.	Clothing and Apparel

Please note that GST on most apparel now 
follows a two-tier structure. Items priced at 
1,000 or less remain taxed at 5 percent. The 
slab that previously taxed apparel above 1,000 
at 12 percent now extends up to 2,500 and 
is taxed at 5 percent. Apparel priced above 
2,500 is taxed at 18 percent. Our analysis 
suggests that, since prices up to 2,500 are 
taxed at 5 percent and there is a higher rate 
above 2,500, the aggregate macroeconomic 
effect is negligible. At the household level the 
impact can be significant, and it depends on 
purchasing patterns. Demand in mid-priced 
apparel tends to be more price sensitive, 
while premium and basic items tend to be 

less sensitive. Since items up to 2,500 are 
taxed at 5 percent, effective prices in a large 
part of the market fall, which can lift quantities 
purchased and partly offset the price effect 
on spending. Items priced above 2,500 face 
an 18 percent rate. This raises revenue per 
unit but applies to a smaller buyer base. 
On balance, average household apparel 
spending may change only modestly, with mix 
shifts toward items that become cheaper.

Because the new GST regime creates three 
GST price conversion bands, namely 5 to 5, 
12 to 5, and 12 to 18, it is difficult to assess 
the impact of each band without detailed 
data on household consumption patterns 
and habits. In the absence of such micro level 
information, we cannot estimate the effect on 
the entire population with precision. We have 
therefore excluded this component from our 
analysis.

Industry Old Annual Expenditure New Annual Expenditure Annual Savings

Apparel & Clothing (< ₹1000 purchases) 12,473 12,473 0

Apparel & Clothing (< ₹2500 purchases) 12,473 11,841 632

Apparel & Clothing (> ₹2500 purchases) 12,473 13,097 -624

What are the total savings of a households?

•	 A typical household previously spent 
₹2,11,518 on GST-affected products. 
Under the new tax structure, this 
expenditure is estimated to come down to 
₹2,06,214– resulting in a saving of ₹5,304. 

•	 Urban households are estimated to see 
their GST-affected expenditure decline 
from ₹2,73,332 to ₹2,66,461– yielding a 
saving of ₹6,870. 

•	 Rural households are expected to see 
their expenditure fall from ₹1,78,265 to 
₹1,73,863– resulting in a saving of ₹4,402. 

While the per-household impact may 
seem modest, India’s population of over 
1.4 billion makes even small changes 
economically significant. With a GDP per 
capita of just over ₹234,8595, minor shifts 
in spending or savings can be meaningful 
for individual households. When scaled 
nationally, a 1% change in consumption 
or savings can drive substantial economic 
outcomes. A typical household saves 
about ₹5,304 a year, roughly ₹440 a 
month. Scaled up, even if only 20 crore 
households realise similar relief, that is 
about ₹1.1 lakh crore of spending power, 
near 0.3 percent of GDP.

Two Line Takeaway: Net effect is a one-off step down in several CPI sub-indices, a gentle lift to PFCE, and a 

slight formalization push. Key risks are partial pass through, festival pricing, and any supply constraints that could 

unwind the relief.

5 Provisional Estimate for GDP per capita by MOSPI for the year 2024-25
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GST Savings

The total potential GST savings (or Revenue 
loss for the government) for households is 
estimated at ₹960 billion, assuming firms 
fully pass through the benefits. Of this, rural 
households account for ₹470 billion and 
urban households for ₹490 billion. Meanwhile, 
the estimated additional household outlay 
due to items with higher post-GST rates 
is about ₹59 billion – ₹28.5 billion for rural 
households and ₹30.5 billion for urban ones.

This results in a net gain of approximately 
₹900 billion (or net loss in revenue for the 
government) across all households. However, 
despite rural India comprising 65% of the 
population, it receives only 49% of the savings 
from reduced GST rates. This imbalance 
is largely driven by higher spending on 
consumption in urban areas and availability of 
more mixes, which capture a disproportionate 
share of the benefits.

Macroeconomic Impact of GST 2.0

The government’s proposed GST 2.0 reform 
aims to streamline the indirect tax system, 
reduce inefficiencies, and maintain a stable 
revenue base. Key levers include improving 
input tax credit flow, widening the tax base, 
and lowering compliance costs. While these 
objectives are primarily structural, a likely 
secondary effect is stronger consumption 
if lower rates on widely purchased items 
translate into lower retail prices and 
households respond by spending more.

GST 2.0 can support GDP by lowering 
effective retail prices, thereby boosting 
private consumption – a critical demand 
channel rather than the reform’s sole 
objective. With India’s marginal propensity 
to consume (MPC) near 0.74 in 2024, every 
additional ₹1 of disposable income raises 

spending by about ₹0.74. If firms pass 
through tax-led price reductions and supply 
conditions remain stable, this additional 
spending can ripple through the economy 
and lift near-term demand.

Our macro model suggests that the GST 
2.0 shock raises output modestly and front-
loads the gains through private consumption. 
Relative to the no-reform baseline, GDP is 
higher by roughly 0.65–0.8% (An increase 
of 72-91 basis points to the growth rate) 
between 2025–26 and 2028–29, while PFCE 
rises by about 0.7–1.2%, peaking in 2026–27. 
This profile indicates a consumption-led 
expansion with a hump-shaped impulse that 
fades as prices and markups re-optimise and 
capacity adjusts.

32.2%

11.4%

3.6%

5.2%

19.4%

0.1%

22.3%

1.6%

4.1%

Urban Gains

Automobiles 99.82%

Appliances 2.5%

Footware 6.1%

Persoal Care 21.4%

Accomodation 0.1%

Medicine 99.82%

Entertainment 0.3%

Personal goods 4.6%

Food 23.8%

Rural Gains
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Deviation of Macro Indicators from their forecasted baseline trend

The instinctive concern is that lower taxes and 
higher household savings will inevitably create 
a revenue shortfall, widening the fiscal deficit 
and forcing more borrowing. The reality 
is more nuanced. The net fiscal outcome 
depends on pass-through by firms, price 
elasticity of demand, and whether the reform 
is designed to be revenue-neutral overall.

From our macro model analysis we find that 
the indirect tax revenue remains below the 
baseline throughout, with deviations widening 
initially and then stabilising. Near-term 
rate rationalisation and credit adjustments 
outweigh static buoyancy; stronger 
compliance and formalisation will be critical 
for revenue recovery. 

The estimated revenue loss is roughly ₹70 
billion in FY2025–26 and ₹141 billion in 
FY2026–27, though this is partly offset by 
demand-led expansion of the tax base. This 
might seem inconsistent with our earlier 
estimate of ₹900 billion, but it is not. The 
earlier figure held quantities fixed, so losses 
were computed with consumption patterns 

unchanged after the price cut. In reality 
consumers adjust to prices. Cheaper, more 
elastic products will be purchased more 
often and in larger quantities. As a result, the 
government can recoup its absolute tax loss 
through higher purchase incidence. Thus, 
effectively pushing their loss down to roughly 
₹140 billion for a year.

Inflation responds with a one-off disinflation 
as lower effective indirect taxes reduce the 
price level, followed by a return toward target 
as the temporary demand fillip from higher 
PFCE works through core services.

In summary, GST 2.0 is mildly expansionary, 
improves household purchasing power, and 
likely supports employment in consumption-
facing sectors first. However, it also creates 
short-run fiscal looseness that should be 
offset through expenditure reprioritisation, 
complementary direct-tax buoyancy, and 
accelerated compliance gains.

1.40%

1.20%

1.00%

0.80%
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-0.40%

-0.20%
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-0.20%
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-0.32%
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-0.55%
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-0.56%

1.21%

1.21%

1.14%
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1.14%
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2025-26

-0.18%

0.65%

GDP PFCE Indirect Revenue
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APPENDIX
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Of the MOSPI product catalogue, roughly 
63 items are affected by GST, representing 
63 unique products. Items without any GST 
change are excluded from this analysis. Our 
focus is on the affected products, grouped 

into broad industry categories such as food 
and beverages, personal goods, and personal 
care, and examined industry by industry for 
meaningful insights.

Food Items

Item-wise Savings per Household (in rupees)

Impact of GST on Industries

Item Name Old Annual Expenditure New Annual Expenditure Savings on Annual Basis

Other Beverages
(Chocolates/Health drinks)

7,309 6,504 805

Cake & Pastry 4,036 3,592 445

Ghee 6,288 5,895 393

Margarine Oil 2,701 2,403 298

Bread (Bakery) 1,948 1,651 297

Almonds 4,555 4,270 285

Paneer 5,792 5,516 276

Fruit Juices 4,370 4,097 273

Cheese 3,851 3,610 241

Mineral Water 2,175 1,935 240

Butter 3,242 3,040 202

Chocolates 1,775 1,580 196

Milk Condensed Powder 3,101 2,907 194

Other Milk Products 3,003 2,815 188

Breakfast Cereals 5,120 4,556 564

Namkeen, Bhujia 2,403 2,253 150

Sauce, Jam, Jelly 1,456 1,365 91

Ice Cream 3,671 3,266 405

Candy & Misri 269 240 30

Soda Drinks 2,563 2,803 -240

Other Beverages
(Bottled/Canned)

3,247 3,852 -605
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Item-wise GST Rate

Most FMCG food items show decline in prices 
under GST 2.0, while only two beverage 
categories move in the opposite direction. In 
absolute rupee terms, households save the 
most on other beverages such as chocolates 
and health drinks (₹805). In percentage terms, 
bread1  and other bakery items see the largest 
relief. By contrast, soda drinks and bottled or 

canned beverages have become costlier. 
Snacks such as namkeen and bhujia, 
consumed by 52% of households, deliver 
savings of ₹15 which is not the highest in 
value but the widest in reach. Fruit juices 
follow with 34% household penetration, 
making them another category with significant 
impact.

1  Refers to Indian breads

Policy change, reach & Key findings

Namkeen, Bhujia 12%
5%

Sauce, Jam, Jelly 12%
5%

Chocolates 18%
5%

Cake & Pastry 18%
5%

Bread (Bakery) 18%
5%

Candy & Misri 18%
5%

Ice Cream 18%
5%

Butter 40%
5%

Ghee 40%
5%

Milk Condensed Powder 40%
5%

Other Milk Products 40%
5%

Cheese 40%
5%

Paneer 5%
0%

Margarine Oil 18%
5%

Almonds 12%
5%

Other Beverages (Chocolates/Health drinks) 18%
5%

Fruit Juices 12%
5%

Other Beverages (Bottled/Canned) 18%
40%

Mineral Water 18%
5%

Soda Drinks 28%
40%

New GST Rate Old GST Rate

Breakfast Cereals 18%
5%
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Expected Demand Shifts & 
Market Response

Cheaper staples such as Indian breads, 
cereals, and dairy fats are likely to see higher 
demand, particularly among price-sensitive 
households. This aligns with standard demand 
theory: a lower price increases quantity 
demanded, while the real income effect from 
cheaper essentials further lifts consumption.

Within beverages, relative price changes 
encourage substitution away from soda and 
canned drinks toward mineral water and 
fruit juices, which are now cheaper. However, 
demand for canned drinks may not decline 
significantly if price elasticity is low, especially 
given their limited consumer base (13%).

Macro consumption lens

Because the rate cuts are concentrated in 
frequently purchased staples and items with 
broad household penetration, consumers 
are likely to experience a one-time increase 
in real purchasing power. This creates 
a disinflationary impulse for the FMCG 
basket, supporting near-term private final 
consumption expenditure (PFCE). A full return 
to previous price levels appears unlikely 
unless supply constraints emerge or firms later 
reverse pass-through to improve margins.

Urban and rural spending 
patterns

Urban households typically outspend and 
out-consume rural households on packaged 
and premium items such as mineral water, 
fruit juices, health and chocolate-based 
beverages, almonds, cheese and other milk 
products, breakfast cereals, Indian breads 
(bakery), and sauces, jams, and jellies. 
This reflects higher prices, stronger brand 
preferences, greater availability, and a tilt 
toward convenience in urban markets.

Urban households also spend significantly 
more on bottled and canned beverages (65% 
higher than rural), margarine, condensed 
milk powder, ice cream, candy and misri, 
chocolates (40% higher), and snacks like 
namkeen or bhujia. Yet, rural households 
often dominate aggregate consumption due 
to their larger population base.

Interestingly, for soda drinks, rural households 
spend more on average (₹2,673 annually) than 
urban households (₹2,392), even though the 
share of consumers is slightly higher in cities 
(8% vs. 7%). Rural buyers also allocate more to 
traditional dairy staples such as paneer, ghee, 
and butter – spending 26% more on butter – 
while urban buyers consume these products 
more frequently, aided by smaller pack sizes 
and easier access to retail.

In short, urban markets are premium-skewed 
and spend-intensive, while rural markets 
dominate in aggregate volumes and, in some 
cases, even per-household spending for 
categories like sodas and traditional dairy.
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Item-wise Consumption (Percentage of Population)

Population Share Percentage

0.2%

2.2%

4.6%

5.3%

6.3%

6.5%

7.5%

8.0%

8.6%

9.1%

11.8%

13.2%

14.1%

14.3%

16.8%

23.1%

23.4%

31.5%

32.7%

33.8%

51.9%

Cheese

Margarine Oil

Butter

Sauce, Jam, Jelly

Breakfast Cereals

Candy & Misri

Soda Drinks

Milk Condensed Powder

Other Beverages (Chocolates/Health drinks)

Other Milk Products

Mineral Water

Other Beverages (Bottled/Canned)

Paneer

Almonds

Cake & Pastry

Ice Cream

Ghee

Bread (Bakery)

Chocolates

Fruit Juices

Namkeen, Bhujia
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Energy

Within the energy basket, only one major item 
– coal and peat – is affected by GST 2.0, out 
of six tracked in this category.

2  Refers to Coal & Peat for energy purposes

Item-wise Savings per Household 
(in rupees)

Item-wise GST Rate

Item Name OLD NEW Savings 

Other Fuel (Coal)  4,448 4,999 -551

Policy change, reach & Key 
findings

The GST rate on coal has increased from 5% 
to 18%, raising effective expenditure by about 
12% for purchasing households. However, the 
reach is extremely narrow, with only 0.54% 
of households consuming coal, meaning the 
typical Indian household will see no impact on 
its fuel and light bill.

Expected Demand Shifts & Market Response
In the short run, demand for coal is relatively 

inelastic, so immediate quantity reductions 
are unlikely. Some efficiency gains may occur, 
and where alternatives are accessible, limited 
substitution toward LPG or electricity is 
plausible if these options are cheaper.

Macro consumption lens

At the basket level, this change creates a 
small inflationary impulse within fuel and light, 
potentially crowding out a bit of discretionary 
FMCG spending for the affected households. 
The macro effect is minimal given coal’s 
small budget share within energy, which itself 
accounts for only 4% of the consumption 
basket. The narrow reach makes the change 
invisible in CPI, even though the per-
household increase is significant and could be 
offset by savings in other categories.

Urban and rural spending 
patterns

Surprisingly, urban households are more 
exposed to coal and peat, with 0.76% 
reporting purchases versus 0.39% in rural 
areas. Urban households also spend about 7% 
more than rural ones. While this makes coal 
slightly more relevant for urban fuel and light 
budgets, the overall effect remains negligible 
due to its limited reach.

Other Fuel
(Peat, Coal,biogass)

18%

5%

New GST Rate Old GST Rate
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Tobacco

Item-wise Savings per Household (in rupees)

Item-wise GST Rate & Item-wise Consumption (Percentage of Population)

Item Name OLD NEW Savings

Bidi 2,889 2,663 226

Gutka, Zarda 4,533 4,958 -425

Cigarettes 6,234 6,817 -584

Gutka 40% 26.6% Gutka, Zarda

18.5% Bidi

17.2% Cigarettes

Ciga-
rettes

40%

Bidi
18%

Zarda 28%

28%

28%

New GST Rate Old GST Rate

Policy change, reach & Key 
findings

The GST rate on tobacco products moved 
from a general 28 percent to different rates 
by subcategory. For bidis it fell to 18 percent, 
while for cigarettes and gutka or zarda it rose 
to 40 percent. The higher tax is justified under 
the category of sin goods. The increase on 
gutka or zarda is widely felt, affecting roughly 
one in four households. By comparison, about 
18 percent of the population consumes bidis 
and about 17 percent consumes cigarettes.

Expected Demand Shifts & 
Market Response

Higher prices on cigarettes and gutka/zarda 
are likely to slightly moderate volumes, with 
some reduction in purchase frequency in the 

short term. However, these sin goods are 
generally price inelastic, so consumption is 
not strongly tied to price. The reach of gutka 
is relatively high, making the incidence of 
price increases widespread among tobacco-
using households.

Conversely, a price cut on bidis may raise 
consumption and slow the shift toward 
costlier products. Consumers who might have 
switched from bidis to cigarettes could now 
be more reluctant, as bidis become relatively 
cheaper and cigarettes more expensive. 

Macro Consumption Lens

The direct CPI impact remains limited 
compared to staples, given smaller 
purchasing populations and budget shares. 
Nevertheless, for tobacco-using households, 
the effect is significant.
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Entertainment

Item-wise Savings per Household (in rupees)

Item-wise GST Rate & Item-wise Consumption (Percentage of Population)

Higher GST rates on cigarettes and gutka 
increase revenue per unit, but the net impact 
depends on how much legal sales volumes 
contract and whether illicit substitution rises 
in response to higher taxation. The bidi 
price cut offsets some of this revenue gain. 

From a health perspective, costlier cigarettes 
or gutka are consistent with deterrence. A 
cheaper bidi cuts against that objective and 
may dilute public health gains by encouraging 
substitution toward bidi (although very 
unlikely due to the nature of the product).

Urban and rural spending 
patterns

Rural households spend more on bidis, 
reflecting higher prevalence and affordability 
outside cities, along with greater consumption 
incidence. Urban households spend more 
on cigarettes, consistent with higher 
purchasing power and greater availability 
of premium products. For gutka and zarda, 
urban households spend more—likely due 
to higher prices and branded options – while 
rural households show wider usage, driven by 
entrenched cultural habits.

Item Name Old New Savings

Club, Gym, Swimming 12,573 11,187 1,385

Cinema (≤ ₹100) 5,572 5,224 348

Cinema (> ₹100) 5,572 5,572 -

Cinema(>₹100)
18%

18%

Club, Gym, Swimming
5%

18%

Cinema(≤₹100)
5%

12%

New GST Rate Old GST Rate

26.6% Cinema

1.6% Club, Gym, Swimming
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Policy change, reach & Key 
findings

The reduction in GST from 12% to 5% for 
cinema tickets priced below ₹100 lowers the 
effective spend by approximately 6.3% for 
around 5.6% of households. However, cinema 
tickets priced above ₹100 remain unaffected. 
Given that the average ticket price in 2024 
is ₹134, the effective price reduction or 
annual savings may not materialize for most 
households.

Gym and club membership prices have also 
declined, offering modest savings. However, 
the overall macroeconomic impact is limited, 
as only about 1.6% of the population avails 
these services. 

Expected Demand Shifts & 
Market Response

Since leisure demand tends to be relatively 
price elastic, a slight increase in visit 
frequency can be expected for cinemas. 
However, because the average ticket price 
exceeds the tax benefit limit (₹100), the 
market is likely to stay its course with no 
visible response or shift in demand.

A 13% tax cut on gym and club memberships 
could lead to higher signups, better retention, 
and a gradual shift from informal to formal 
providers.

Macro Consumption Lens

Recreation and personal services experience 
mild, targeted disinflation. Due to the limited 
population reach, the impact on headline CPI 
and aggregate PFCE is minimal. However, 
for participating households, the result is a 
noticeable increase in consumer surplus.

Urban and rural spending 
patterns

Urban households not only spend significantly 
more on these services but also exhibit 
higher consumption incidence compared 
to rural households. This trend aligns with 
higher income levels and better access in 
urban areas. Specifically, urban households 
spend about 54% more on gym and club 
memberships and approximately 44% 
more on cinema compared to their rural 
counterparts.

Accommodation

Item-wise Savings per Household (in rupees)

Item Name Old New Savings

Hotel Lodging (≤ ₹7,500) 20,664 19,372 1,292
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Policy change, reach & Key 
findings

The reduction in GST from 12% to 5% for 
hotel rooms priced at or below ₹7,500 results 
in an effective price drop of approximately 
6.3%. However, the population reach is 
minimal – only about 0.23% – so the direct 
macroeconomic impact is limited. That said, 
for consumers within this price band, the 
microeconomic benefits are significant.

Expected Demand Shifts & 
Market Response

The lodging and accommodation sector 
exhibits moderate price elasticity during off-
peak periods and lower elasticity during peak 
seasons. If the tax cut is fully passed through 
to consumers, it could encourage longer 
weekend stays or more frequent short trips. 

The ₹7,500 threshold is likely to drive strategic 
pricing behavior: properties may anchor their 
base tariffs just below the threshold to retain 
the 5% GST rate, while shifting monetization 
to add-ons such as breakfast plans, late 
checkouts, and room upgrades – keeping 
total consumer outlay close to pre-reform 
levels.

Macro Consumption Lens

Spillovers are local but real. If occupancies lift, 
nearby restaurants, transport, and attractions 
benefit through ancillary or supplementary 
spend. For CPI and PFCE the effect is small 
in the aggregate given the narrow reach, 
but this clearly points to lower inflation in 
this subcomponent and a small boost to 
discretionary spending.

Urban and rural spending 
patterns

While urban consumers spend more per stay 
– often opting for higher-category hotels, 
booking online, and choosing destinations 
with higher average tariffs – a greater 
proportion of rural households actually 
consume lodging services. Urban consumers 
spend approximately 94% more on lodging 
than their rural counterparts, reflecting both 
income disparities and access to premium 
services.

Item-wise GST Rate

Hotel Lodging
(≤₹7,500)

5%

12%

New GST Rate Old GST Rate
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Appliances

Item-wise Savings per Household (in rupees)

Item-wise GST Rate

Item Name Old New Savings

Washing Machine 2,917 2,689 228

Air Conditioner 2,530 2,332 198

Refrigerator 2,344 2,161 183

Television 1,734 1,598 136

Small Appliances 739 682 57

Sewing Machine 625 586 39

Television
18%

28%

Small Appliances
18%

28%

Refrigerator
18%

28%

Washing Machine
18%

28%

Sewing Machine
5%

12%

Air Conditioner
18%

28%

New GST Rate Old GST Rate
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Policy change, reach & Key 
findings

The GST reduction lowers effective outlays on 
most household appliances by approximately 
6-8%. This cut is substantial enough to push 
many products into lower psychological price 
bands, likely encouraging earlier replacement 
cycles and within-category upgrades. The 
highest exposure is seen in televisions (17.7% 
of households), small appliances such as irons 
(14.9%), and refrigerators (10.5%). The median 
CPI experience will reflect a one-off easing in 
the durables sub-index, though the impact on 
headline inflation remains modest compared 
to food staples and lodging.

Expected Demand Shifts & 
Market Response

The tax cut is most likely to translate into 
volume gains where demand is elastic and 
where seasonality or competitive pressures 
encourage pass-through. Small appliances 
are expected to respond most quickly due to 
their relatively low prices and broad reach. For 
televisions, consumers are likely to upgrade 
to larger screens and smart features within 
similar budgets. In refrigerators and washing 

machines, upgrades to higher-capacity or 
inverter models may occur. Pass-through will 
be most visible outside peak festival sales, 
when margins are tighter.

Air conditioners are particularly price-sensitive 
at adoption thresholds. The rate cut could 
improve penetration among near-marginal 
buyers, although peak summer pricing may 
absorb part of the benefit as additional 
revenue for firms. Sewing machines, while 
having a smaller reach, offer significant 
welfare benefits for micro-enterprises and 
home-based producers.

Macro Consumption lens

Any GST revenue loss per unit may be 
partially offset by increased formal volumes 
and better-reported sales – especially in 
categories that were previously price-sensitive 
or informally distributed. The net effect is a 
one-time downward shift in appliance prices, 
faster replacement of small appliances, 
and a gradual but meaningful expansion in 
both penetration and quality for big-ticket 
items. The extent of pass-through will vary 
by season, channel power, and inventory 
dynamics.

Item-wise Consumption (Percentage of Population)

17.7% Television

14.9% Small Appliances

10.5% Refrigerator

5.1% Sewing Machine

5.1% Washing Machine

4.9% Air Conditioner
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Automobiles

Item-wise Savings per Household (in rupees)

Item-wise GST Rate

Item Name Old New Savings

Motor Car (small/mid) 19,312 17,803 1,509

Other Transport Equip. 1,737 1,425 312

Motorcycle ≤ 350cc 3,038 2,801 237

Tyers & Tubes 739 606 133

Bicycle 451 423 28

Motorcycle > 350cc 3,038 3,323 -285

Motor Car (luxury/SUV) 19,313 21,123 -1,810
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Urban and rural spending 
patterns

Urban households spend more on air 
conditioners and refrigerators and are the 
largest consumers of these products. For 
sewing machines, small appliances, and 
televisions, urban households spend more 
per household on average, though a greater 
number of rural households consume these 
items. The share of households purchasing 
small appliances is slightly higher in urban 

areas (17.32%) compared to rural areas 
(13%). Similarly, television ownership stands 
at 18.84% in urban areas versus around 17% 
in rural regions. Overall, urban households 
spend approximately 58% more on televisions 
than rural households.

For washing machines, rural households 
spend more per household, while urban 
households exhibit broader usage – 8.4% 
of urban households report consumption 
compared to 2.7% in rural areas.
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Policy change, reach & Key 
findings

Bicycles, small and mid-sized cars, 
motorcycles up to 350cc, and most appliance 
parts in the transport category now see a 
lower effective spend of approximately 6–8%. 
Tyres and tubes receive a significantly larger 
relief of around 18% and reach over half 
of all households – meaningfully reducing 
maintenance costs for vehicle owners. In 
contrast, premium segments move in the 
opposite direction: motorcycles above 350cc 
and luxury or sport utility vehicles face a 
higher effective spend of about 9%.

This mix of cheaper mass-market segments 
and costlier premium segments introduces 
a progressive tilt – most users benefit from 
reduced running or purchasing costs, while 
higher-end buyers bear a greater tax burden.

Expected Demand Shifts & 
Market Response

Lower prices in commuter motorcycles and 
small or mid-sized cars may pull forward 
purchases from future quarters and support 
modest quality upgrades within similar 
budgets. The sharp cut on tyres and tubes 
reduces total cost of ownership, encouraging 

timely replacements – offering both safety 
and efficiency benefits.

In the premium segment, some down-trading 
may occur among buyers near affordability 
thresholds, though overall demand is likely to 
remain steady due to the relative inelasticity 
of luxury goods.

In mass-market segments with strong 
competition, pass-through is likely to be 
higher – visible price tags may shift into lower 
psychological bands. However, where capacity 
is tight or models are in high demand, 
firms may retain part of the tax benefit and 
instead deliver value through financing offers, 
accessories, or extended service packages.

Macro Consumption lens

Given the widespread ownership of two-
wheelers, cheaper commuter motorcycles 
and tyres enhance mobility and safety for 
many working households – especially in rural 
areas. The higher taxation on luxury cars and 
high-powered motorcycles aligns with a policy 
approach that places a greater burden on 
higher-income buyers. However, demand may 
not get curbed since luxury goods follow the 
Veblen effect.
 

Item-wise Consumption (Percentage of Population)

58.7% Motorcycle

54.2% Tyres & Tubes

32.6% Bicycle

7.9% Motor Car

0.9% Other Transport Equipment
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Personal Care Products

Item-wise Savings per Household (in rupees)

Item-wise GST Rate

Item Name Old New Savings

Toilet Soap 1,366 1,216 150

Creams/Lotions 1,132 1,007 125

Hair Oil 841 748 93

Toothpaste 795 707 88

Shampoo 642 571 71

Shaving Cream/Foam 602 536 66

Shaving Cream/Foam
5%

18%

Creams/Lotions
5%

18%

Hair Oil
5%

18%

Shampoo
5%

18%

Toothpaste
5%

18%

Toilet Soap
5%

18%

New GST Rate Old GST Rate

Urban and rural spending 
patterns

Urban households spend more on motor cars 
and other transport equipment and are the 
primary consumers. For bicycles, motorcycles, 
and tyres and tubes, urban households spend 
more on average, though a greater number of 
rural households consume these items.

Motorcycle penetration is higher in urban 
areas – about 64% of urban households 
report ownership compared to roughly 55% 
in rural areas. Urban households also spend 
approximately 58% more on other transport 
equipment. This pattern reflects both higher 
unit prices and a more premium model mix in 
cities, alongside more intensive usage in rural 
regions.
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Item-wise Consumption (Percentage of Population)

98.7% Toilet Soap

95.9% Toothpaste

87.6% Shampoo

87.0% Hair Oil

69.3% Creams/Lotions

25.7% Shaving Cream/Foam

Policy change, reach & Key 
findings

Reach is very high for essential personal care 
items such as toilet soap, toothpaste, hair 
oil, and shampoo. As a result, the median 
household will experience a clear easing in 
routine hygiene outlays. Creams and lotions 
have broad – though not universal – reach, 
while shaving products are used by a smaller 
subset of the population.

Expected Demand Shifts & 
Market Response

For essentials like soap and toothpaste, 
demand is relatively inelastic – so most of the 
tax relief translates into higher real purchasing 
power rather than significant increases in 
quantity consumed. However, some quality 
upgrading is likely. Households may shift 
from sachets to larger packs, from entry-level 
to mid-tier brands, or increase purchase 
frequency for products like shampoo and 
creams, where usage is more elastic. Shaving 

products will see a more targeted response, 
primarily within male grooming.

In categories with intense competition and 
transparent price points, pass-through tends 
to be higher. Expect more products to drop 
into lower psychological price bands, with 
the remaining tax benefit reflected through 
promotions, larger pack sizes, and bundled 
offers.

Macro Consumption lens

The personal care subgroup experiences a 
one-time step-down in the price level. This is 
disinflationary for core goods and supports 
private consumption by freeing up a small 
– but widespread – amount of spending 
capacity. The effect is broad rather than deep.
Urban and rural spending patterns
Urban households spend more on personal 
care items such as hair oil, toilet soap, 
toothpaste, creams and lotions, shampoo, 
and shaving cream or foam – though more 
rural households consume these items 
overall. Urban penetration is higher across 
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several categories: approximately 72% of 
urban households use creams and lotions, 
89% use shampoo, 29% use shaving cream or 
foam, and 96% use toothpaste – each figure 
exceeding rural usage rates.

Urban households also spend about 66% 
more on shampoo than rural households, 
reflecting higher unit prices, a more premium 
brand mix, and greater product availability in 
urban markets.

Footwear

Item-wise Savings per Household (in rupees)

Item-wise GST Rate & Item-wise Consumption (Percentage of Population)

Item Name Old New Savings

Leather Boots, Shoes 1,546 1,449 97

Other Footwear 1,378 1,292 86

Other Leather Footwear 1,120 1,050 70

Footwear: Second-hand 1,110 1,040 70

Leather Sandals, Chappals 1,033 968 65

Rubber/PVC Footwear 908 851 57

Footwear: Second-hand
5%

12%

Other Leather Footwear
5%

12%

Leather Sandals, Chappals
5%

12%

Leather Boots, Shoes
5%

12%

Other Footwear
5%

12%

Rubber/PVC Footwear
5%

12%

Rubber/
PVC Footwear

92.8%

Other 
Footwear

63.7%

Leather Boots, 
Shoes

23.8%

Leather Sandals, 
Chappals

23.1%

Other Leather 
Footwear

8.9%

Footwear: 
Second-hand

1.8%

New GST Rate Old GST Rate

Policy change, reach & Key 
findings

This mix means most households experience 
a small but widespread easing in routine 
footwear costs, while leather categories 
deliver larger rupee savings per buyer – but to 
a narrower group.

Expected Demand Shifts & 
Market Response

Lower prices are likely to bring forward 
replacement cycles, reduce reliance 
on repairs, and support modest quality 
upgrading – from unbranded to branded 
products where margins were previously 
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Medicines

Item-wise Savings per Household (in rupees)

Item-wise GST Rate & Item-wise Consumption (Percentage of Population)

close, and from lower-durability to better-
quality materials. The very high reach of 
rubber or PVC footwear suggests a quick 
volume response at entry price points, 
especially for school and work-related 
purchases where timing is critical.

Macro Consumption Lens

High-reach items receive the same 
percentage cut as other categories, 
making the benefit broad-based and 
more progressive in practice. Households 
purchasing leather products receive larger 
rupee relief per transaction, though fewer 
households fall into this group. The CPI 
clothing and footwear sub-index should 
register a one-time step-down in the price 
level. While the aggregate weight is modest, 
the wide reach makes the effect quite 
noticeable for the median household.

Urban and rural spending 
patterns

Urban households not only spend more on 
leather boots and shoes but also account for 
a larger share of total consumers. They also 
spend more across categories such as leather 
sandals and chappals, other leather footwear, 
and rubber or PVC footwear – reflecting 
higher purchasing power and a stronger 
preference for branded and diverse options.
Within leather sandals and chappals, urban 
consumer share is higher – about 26% 
purchase leather sandals and around 65% 
purchase chappals. A larger number of rural 
households consume these products overall, 
driven by practical needs and longer usage 
cycles. Rural households also spend more 
than urban households on second hand 
footwear.

Item Name Old New Savings

Medicines Hospitalization 13,272 12,442 830

Medicines [Non-Hospitalization] 9,098 8,529 569

Note: Medicine N-H refers to Mecicines [Non-Hospitalization] and Medicine H refers to Medicines Hospitalization

Medicines
Hospitalization

Medicines [Non-
Hospitalization]

5%

5%

12%

12%

Medicines N-H

Medicines H

88.8%

15.1%

New GST Rate Old GST Rate
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Policy change, reach &
Key findings

The relief on non-hospitalization medicines 
has very wide reach – about 89% of 
households – so the typical household 
experiences a small but certain easing in 
routine health expenses. Hospitalization 
medicines offer larger rupee savings per user 
but reach only around 15% of households and 
are episodic in nature.

Expected Demand Shifts & 
Market Response

Since demand for essential medicines is 
inelastic, most of the benefit appears as 
higher real purchasing power and improved 
adherence rather than large volume increases. 
Expect fuller course completion for chronic 
therapies such as diabetes and hypertension, 
some quality upgrading – from unbranded 
to trusted generics or from small to economy 
packs – and a modest shift from informal 
channels to registered pharmacies as the tax 
wedge narrows.

Pass-through may vary by brand and 
distribution channel. High-margin branded 
lines may retain part of the tax cut through 
MRPs and promotional strategies, while 
generics are more likely to reflect the cut 
directly in retail prices.

Macro Consumption lens

At the macro level, this represents a one-time 
step-down in the health goods sub-index of 
the CPI, with broad reach through everyday 
medicines. While the direct effect on headline 
inflation is modest, the widespread nature of 
the cut frees up a small amount of spending 
capacity across many households.

Urban and rural spending 
patterns

Urban households spend more on medicines 
for both hospitalization and outpatient 
care, reflecting higher prices and greater 
reliance on private healthcare providers. A 
larger number of rural households consume 
medicines overall – consistent with a higher 
rural population, greater dependence on 
medication as a primary treatment due to 
limited facility access, and broader use of 
generics. On average, urban households 
spend about 22% more per household, 
indicating higher unit costs in urban markets, 
while quantity effects are stronger in rural 
areas.

Personal Goods

Item-wise Savings per Household (in rupees)

Item Name Old New Savings

Stationery
(Mathematical boxes)

1,316 1,234 82

Spectacles, Goggles 831 779 52

Other metal utensils
(non-stick cookware, etc.)

735 689 46

Stainless steel utensils 591 554 37

Paintings, drawings,
engravings, etc.

561 526 35

Umbrella, Helmet 398 373 25

Water bottle
(steel)/feeding bottle

215 202 13
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Policy change, reach & Key 
findings

All items in this category move from 12% 
to 5% GST, resulting in an effective spend 
reduction of approximately 6.5% across the 
board. Stainless steel utensils reach about 
69% of households and stationery kits about 
56%, so many families experience a small but 
certain easing in school and kitchen budgets.

Expected Demand Shifts & 
Market Response

For education and kitchen essentials, the 
tax cut primarily translates into higher real 
purchasing power rather than large volume 
increases – unlike food FMCG products. 
Some quality upgrading is likely: expect 
better-stocked mathematical boxes during 
back-to-school periods, thicker steel gauges 

Item-wise GST Rate

Item-wise Consumption (Percentage of Population)

Paintings, drawings, engravings, etc.
5%

12%

Other metal utensils (non-stick 
cookware,etc.)

5%
12%

Stainless steel utensils
5%

12%

Water bottle (steel)/feeding bottle
5%

12%

Umbrella, Helmet
5%

12%

Spectacles, Goggles
5%

12%

Stationery (Mathematical boxes)
5%

12%

New GST Rate Old GST Rate

Stainless steel utensils69.0%

Stationery (Mathematical boxes)55.6%

Umbrella, Helmet47.7%

Water bottle (steel)/feeding bottle35.9%

Spectacles, Goggles26.4%

Other metal utensils (non-stick cookware,etc.)13.3%

Paintings, drawings, engravings, etc.4.2%
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in utensils, and a gradual shift from plastic 
bottles to more durable steel alternatives 
(though the price cut here is relatively 
modest). Spectacle purchases are need-driven 
and somewhat inelastic, so the relief may 
improve replacement adherence, lens quality, 
or encourage purchases of better-branded 
frames. Lower prices for helmets can raise 
uptake marginally – a social positive given the 
safety externality.

These categories are highly competitive with 
transparent pricing, so pass-through should 
be visible at common price points. The 
remaining benefit is likely to be expressed 
through promotions and bundled value – such 
as extra geometry tools or cookware lids.

Macro Consumption Lens

As several high-reach items become more 
affordable, many households experience a 
one-time improvement in purchasing power 
for everyday goods. This is disinflationary for 

the household goods and education supplies 
segment of the consumption basket and 
supports private consumption at the margin 
– consistent with a small level step-down in 
goods prices and a modest lift to PFCE.

Urban and rural spending 
patterns

Across these items, urban households 
spend more per household, while more rural 
households consume them. For spectacles 
and goggles, rural households consume 
more in volume, yet the share of households 
purchasing them is higher in cities – about 
30% in urban areas compared to 23% 
in rural areas. Urban households spend 
approximately 53% more on spectacles and 
about 45% more on umbrellas than rural 
households. For paintings, urban households 
spend about 125% more, reflecting both 
higher disposable incomes and greater access 
to discretionary goods.

Population Incidence vs Annual Savings



The scatter plot shows a dense cluster in the 
lower region, indicating that while most items 
offer positive gains, household participation is 
limited. A few products reach a large share of 
the population but deliver only modest per-
household savings. Conversely, some niche 
items provide substantial savings but are 
purchased by relatively few households.
Overall, the relationship between population 
reach and per-household savings is weak, 
resulting in a mostly flat distribution. 

Aggregate gains are primarily driven by 
high-reach staples with modest savings—
such as bread, fruit juices, ghee, ice cream, 
and paneer. A small group of beverages 
appears as negative outliers, while a few niche 
categories stand out with high savings but low 
reach.
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