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Abstract: The introduction of the Goods and Services Tax (GST) on July 1, 2017, marked a transformative step
in India’s taxation system, aiming to simplify indirect taxes and enhance compliance efficiency. This study
investigates the impact of GST on the service sector by comparing pre- and post-GST tax structures during the
financial year 2017-2018. Using data from 100 service providers across IT, hospitality, healthcare, finance, and
education sectors, the research employs descriptive and inferential statistical techniques, including cross-
tabulation, Chi-square tests, correlation, and regression analysis. The findings indicate that GST has
standardized tax rates, improved input tax credit utilization, and enhanced financial planning for firms. However,
challenges persist in awareness, IT adoption, and compliance for smaller enterprises. The study underscores the
critical role of training, technological readiness, and policy support in ensuring GST's effectiveness in the service
sector.
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I.  Introduction

The implementation of the Goods and Services Tax (GST) in India on July 1, 2017, marked a historic
milestone in the country’s tax reform journey. As a comprehensive indirect tax system, GST subsumed multiple
central and state-level levies such as service tax, excise duty, value-added tax (VAT), and central sales tax (CST),
thereby creating a unified tax structure across India. The primary objective of GST was to simplify the tax regime,
reduce cascading effects of multiple taxes, enhance compliance, and ultimately contribute to economic growth.
While the manufacturing sector has been extensively studied for the impact of GST, the service sector—which
contributes significantly to India’s GDP—presents unique challenges and opportunities under the new tax
structure. Prior to GST, the service sector was subject to a service tax, varying state-level surcharges, and complex
compliance procedures. These pre-GST tax mechanisms often led to cascading taxation, increased compliance
costs, and administrative inefficiencies, thereby affecting the overall profitability and operational ease of service
providers. With GST, the service sector was expected to experience a rationalized tax structure, improved input
tax credit mechanisms, and enhanced ease of doing business. However, the transition also posed uncertainties
regarding compliance readiness, technology adaptation, and changes in pricing strategies. This study aims to
conduct a comparative analysis of the pre- and post-GST tax structures in the service sector for the financial years
2017-2018. By examining the differences in tax incidence, compliance burden, and financial implications, the
study seeks to provide a nuanced understanding of GST’s immediate impact on service providers. The findings
are expected to guide policymakers, business managers, and financial analysts in assessing the effectiveness of
GST in achieving its intended objectives while highlighting areas requiring further refinement.

The primary objective of this study is to analyze the impact of GST on the service sector by comparing
the pre-GST and post-GST tax structures for the financial years 2017-2018. Specifically, the study seeks to
examine changes in tax incidence, compliance requirements, pricing strategies, and financial performance of
service providers under the new regime. Additionally, it aims to evaluate the perceived benefits and challenges of
GST implementation from the perspective of service sector businesses. Based on these objectives, the study
formulates the following hypothesis: “The implementation of GST has led to a more streamlined and efficient tax
structure in the service sector, resulting in reduced compliance burden and improved financial management
compared to the pre-GST regime.”

The significance of the study lies in its potential to provide actionable insights for policymakers, tax
authorities, and service sector enterprises regarding the effectiveness of GST in promoting transparency, reducing
cascading taxes, and enhancing ease of doing business. By highlighting the practical challenges faced by service
providers during the transition period, the research also contributes to understanding areas requiring policy
refinement or support mechanisms. However, the study has certain limitations. It focuses only on the short-term
impact during the initial implementation phase (2017-2018) and may not capture long-term effects of GST.
Furthermore, the study relies on secondary data and surveys of selected service sector units, which may limit the
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generalizability of findings across all regions and service industries. Despite these limitations, the research
provides a meaningful assessment of GST’s immediate effects on India’s service sector.

II.  Review of Literature

The introduction of the Goods and Services Tax (GST) in India has generated significant scholarly
interest across economics, taxation, and business management disciplines. According to Rao and Chari (2017),
GST represents one of the most substantial indirect tax reforms in India since independence, aiming to unify
fragmented taxation systems and reduce the cascading effect of multiple levies. Prior to GST, the service sector
faced a multiplicity of taxes including service tax, excise duty, VAT on inputs, and various state-level surcharges,
which not only increased the overall tax burden but also led to administrative inefficiencies (Gupta, 2016). The
literature emphasizes that these complexities often hampered ease of doing business, constrained operational
flexibility, and resulted in compliance challenges for small and medium service enterprises (SMEs) (Kumar &
Singh, 2016).

Several empirical studies highlight the benefits anticipated from GST implementation. Singh and Sharma
(2017) argue that GST simplifies tax administration by introducing a uniform tax rate across states and
establishing a robust input tax credit mechanism. This harmonization reduces the cascading effect of taxes and is
expected to improve cost-efficiency in service delivery. Similarly, Jain (2017) emphasizes that GST could
potentially enhance competitiveness in the service sector by enabling firms to pass on tax benefits to end
consumers and streamline pricing structures. The study also notes that technology integration, particularly the
GST Network (GSTN), is a critical enabler of transparency and compliance, though adoption challenges exist,
especially among smaller service providers. Several researchers have examined the initial challenges and
transitional issues associated with GST. Agarwal and Mehta (2017) find that businesses faced difficulties in
adapting accounting systems, invoicing mechanisms, and filing procedures, which temporarily increased
administrative costs. They further observe that confusion regarding classification of services under GST rates
created compliance ambiguity, leading to disputes and delayed filings. Similarly, Patel (2018) points out that
awareness levels among service sector operators were uneven during the early months of GST, affecting timely
adoption and creating operational bottlenecks. Studies also highlight that while large service firms quickly adapted
due to robust IT infrastructure and accounting expertise, smaller firms struggled with GST-related formalities,
which could affect long-term participation and tax compliance (Chopra & Joshi, 2017).

Comparative analyses of pre- and post-GST tax structures indicate significant differences in tax
incidence and compliance burden. Before GST, service providers paid service tax at varying rates depending on
the type of service, in addition to multiple state levies on inputs. This created a layered tax structure with cascading
effects, reducing overall profitability (Rathi, 2016). Post-GST, most services are taxed under a unified rate
structure, and the introduction of input tax credit allows service providers to offset taxes paid on inputs against
their output liability, thus minimizing double taxation (Verma & Kaur, 2018). These changes are expected to
improve liquidity, reduce tax-related disputes, and enhance financial planning in the service sector. Several
theoretical frameworks support the study of GST’s impact. The benefit incidence approach, discussed by Mahajan
(2017), provides a mechanism to quantify how tax reforms affect the effective tax burden on service providers.
Similarly, the compliance cost theory, outlined by Purohit and Agarwal (2016), examines the financial and
operational implications of tax regulations on businesses. Combining these approaches allows researchers to
assess both the quantitative and qualitative effects of GST on the service sector, including cost savings, efficiency
improvements, and challenges in adaptation.

III.  Research Methodology for Statistical Analysis

This study employs a descriptive-cum-analytical research design to evaluate the impact of GST on the
service sector by comparing pre-GST and post-GST tax structures for the financial year 2017-2018. The primary
objective is to assess changes in tax incidence, compliance requirements, and financial implications for service
providers under the new GST regime. The study integrates both secondary and primary data sources. Secondary
data includes government reports, tax records, and published statistics from the Central Board of Indirect Taxes
and Customs (CBIC) and Reserve Bank of India (RBI), providing macro-level insights into service sector taxation
before and after GST implementation. Primary data is collected through structured questionnaires administered to
service providers across diverse sectors such as IT, hospitality, financial services, healthcare, and professional
services. The survey focuses on identifying changes in tax liability, awareness of GST provisions, ease of
compliance, and perceived financial benefits or challenges.

For statistical analysis, data is coded and entered into statistical software (SPSS) to ensure accuracy and
reliability. Descriptive statistics, including mean, median, standard deviation, and percentage distribution, are
employed to summarize the key characteristics of respondents and the overall tax burden before and after GST.
Comparative analysis is conducted using paired sample t-tests to evaluate significant differences in tax incidence
and compliance costs pre- and post-GST. Additionally, inferential statistical tools such as the Chi-square test are
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applied to examine the association between firm size, sector type, and level of GST adoption. Pearson’s correlation
coefficient is employed to explore the relationship between awareness of GST and compliance efficiency. These
statistical techniques facilitate objective testing of the study hypothesis: that GST has led to a more streamlined
and efficient tax structure in the service sector. The research methodology also addresses data reliability and
validity. Pilot testing of questionnaires ensures clarity and consistency, while Cronbach’s alpha is applied to
measure internal reliability of survey instruments. Sampling is purposive, targeting service sector units with active
GST registration to ensure relevance of findings. Limitations related to sample size, regional representation, and
short-term data (2017-2018) are acknowledged; however, the methodology provides a robust framework to
generate meaningful insights into the immediate impact of GST.

Data analysis :

The Demographic Profile of Respondents presents the demographic distribution of 100 respondents from
the service sector. A majority are male (58%), and most belong to the 31-40 age group (40%). Respondents are
drawn from IT (25%), hospitality (20%), finance (20%), healthcare (20%), and education (15%). The distribution
also reflects firm size, showing most participants working in medium-sized enterprises (101-500 employees).
This demographic diversity ensures representativeness across sectors, age groups, and firm scales, which is crucial
for evaluating the differential impact of GST on service providers.

Table 1: Awareness of GST Provisions

|Awareness Level| |Frequency| IPercentage|

[High |l4s |l45% |
[Moderate 35 |35% |
[Low |l20 |[20% |

This table examines respondents’ awareness levels of GST provisions. Nearly half (45%) reported high
awareness, indicating a substantial understanding of GST’s basic framework. Moderate awareness was observed
in 35%, highlighting partial knowledge, whereas 20% had low awareness, often among smaller enterprises or
newer employees. Understanding GST is essential for compliance and optimizing benefits like input tax credit.
The findings suggest targeted training programs may be necessary to bridge gaps, especially for smaller firms or
sectors less familiar with tax reforms, to ensure effective GST implementation and minimal operational disruption.

Table 2: Ease of Compliance under GST

|Ease Levell |Frequency| |Percentage|
[Very Easy |20 |l20% |
[Easy |ER I35% |
[Moderate |[30 I30% |
[Difficult_|[15 |[15% |

This table evaluates how respondents perceive the ease of compliance under GST. 55% find compliance
easy or very easy, reflecting benefits of streamlined filing and centralized reporting through the GST Network.
However, 30% perceive compliance as moderate, and 15% find it difficult due to technology adaptation,
classification ambiguities, or procedural complexity. The results highlight that while GST simplifies taxation for
many, a significant portion still struggles, underscoring the need for enhanced guidance, sector-specific
workshops, and supportive IT infrastructure to facilitate uniform adoption across diverse service segments.

Table 3: Use of Input Tax Credit (ITC)

|Usage Level||Frequency| |Percentage|
High |40 |[40% |
[Moderate |30 130% |
[Low |20 |l20% |
[Not Used |[10 |[10% |

This table assesses how service providers utilize the input tax credit mechanism under GST. 40% report
high usage, indicating effective cost-offsetting on input taxes. Moderate usage (30%) suggests partial benefit
realization, while 20% have low usage, often due to lack of proper accounting systems. 10% do not use ITC at
all, primarily smaller firms with minimal GST transactions. These findings indicate that while ITC improves
profitability for many, education, software support, and procedural clarity are essential to maximize benefits
across all service providers, especially SMEs.
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Table 54: Change in Tax Incidence Pre- and Post-GST

[Tax Level|[Pre-GST (%)|[Post-GST (%))
s Jpo 18 |
8 s 18 |
o Bo 18 |
s s 18 |

This table compares tax incidence rates before and after GST implementation. The pre-GST regime had
varied rates (15-28%), leading to cascading taxes and inconsistent tax burdens. Post-GST, a standardized rate of
18% applies to most services, simplifying taxation and reducing hidden costs. The reduction in variance highlights
GST’s role in harmonizing tax structures, facilitating transparency, and enabling easier financial planning.
Standardization also enhances competitiveness, allowing service providers to price services more predictably
while minimizing compliance ambiguity.

Table 5: Change in Pricing Strategies Post-GST

|Pricing Changel |Frequency| |Percentage|
|Increased “20 ||20% |
|Decreased “25 ||25% |
|No Change ||55 ||55% |

This table examines the effect of GST on pricing strategies. While 25% of respondents reduced prices
due to decreased cascading taxes, 20% increased prices to offset compliance costs or technology investments. The
majority (55%) reported no change, indicating a neutral impact on pricing for firms already efficient under the
previous tax structure. These findings suggest that GST’s effect on pricing varies across sectors, firm size, and
operational efficiency, reflecting the complexity of adapting service fees in response to standardized tax rates.

Table 6: Effect on Profitability
|Pr0ﬁt Impact”Frequency| IPercentage|

|Increased “30 | ISO% |
|No Change “50 HSO% |
|Decreased “20 | IZO% |

This table shows respondents’ perception of GST’s impact on profitability. 30% reported increased
profitability due to ITC and simplified tax processes, while 50% observed no significant change. A smaller
segment (20%) experienced decreased profits, primarily due to initial compliance costs or IT investment. These
results demonstrate that GST has a varied financial impact depending on firm size, technology readiness, and
sector type. Policymakers can leverage these insights to provide support mechanisms to firms facing temporary
profitability challenges during the transition phase.

Table 7: IT Adoption for GST Compliance

|Ad0ption Level ||Frequency||Percentage|
[Fully Adopted |[40 |[40% |
[Partially Adopted][35 |35% |
[Not Adopted |[25 |[25% |

This table explores the adoption of IT tools for GST compliance. 40% of firms fully integrated GST
software, enabling efficient filing, invoicing, and ITC calculation. Partial adoption (35%) reflects ongoing
adaptation, while 25% have not adopted, mainly smaller enterprises lacking resources. The findings highlight that
technology is a critical enabler of GST compliance and that non-adoption can hinder effective utilization of GST
benefits, emphasizing the importance of training, affordable software solutions, and IT support for smaller service
providers.
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Table 8: Training Received on GST

|Training Level| |Frequency| |Percentage|
|Extensive | |20 | |20% |
|Moderate | |50 | |5 0% |
[Minimal |l2o |l20% |
|None ||10 ||10% |

This table examines the extent of training received by service providers. 50% received moderate training,
while only 20% underwent extensive GST programs. Minimal or no training affected 30%, reflecting gaps in
awareness and compliance readiness. Training is critical for understanding tax provisions, ITC utilization, and
filing procedures. The results suggest that comprehensive, sector-specific training initiatives are needed to ensure
uniform adoption and reduce errors in tax reporting, especially among SMEs and employees new to GST.

Table 9: Customer Perception Post-GST

|Perception| |Frequency| IPercentage|
[Positive |[35 |35% |
[Neutral |50 |50% |
|Negative ||15 || 15% |

This table evaluates customer perception of service costs post-GST. While 35% perceived benefits due
to reduced cascading taxes, 50% remained neutral, noticing minimal change in service charges. 15% observed
negative effects, likely due to price increases or service delays. Customer perception is an important indicator of
GST’s indirect impact on market competitiveness and service satisfaction. The findings emphasize the need for
transparent communication by service providers regarding tax inclusion and pricing adjustments.

Table 10: Compliance Time per Month

|Time Spent ”Frequency||Percentage|
|<5 Hours |20 |l20% |
[5-10 Hours |[50 |I50% |
[10-15 Hours|[20 |l20% |
[>15 Hours _|[10 |[10% |

This table measures the time spent on GST compliance monthly. Half of respondents spend 5—10 hours,
reflecting moderate efficiency. 20% spend less than 5 hours due to automated systems, while 30% spend more
than 10 hours due to manual processes or complex transactions. Time invested in compliance affects operational
efficiency and profitability. The analysis indicates that streamlining reporting processes, offering technological
support, and simplifying forms can significantly reduce compliance burden.

Table 11: Overall Satisfaction with GST

|Satisfaction Level | |Frequency| IPercentage|
[Highly Satisfied |25 |[25% |
[Satisfied |l40 |[40% |
[Neutral |l20 |[20% |
[Dissatisfied [0 |[10% |
[Highly Dissatisfied][5 |[5% |

This table presents overall satisfaction among service providers. A majority (65%) expressed satisfaction
or high satisfaction with GST, highlighting benefits such as uniform tax rates and ITC mechanisms. Neutral or
dissatisfied responses (35%) reflect challenges in adaptation, training gaps, and initial compliance costs. Overall
satisfaction is a key indicator of GST’s effectiveness in the service sector, providing insights for policymakers to
address concerns, improve implementation, and enhance support for smaller enterprises struggling with transition
issues.
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Table 12: Cross-tab of Awareness Level vs Ease of Compliance

|Awareness Level| |Very Easy| |Easy| |Moderate| |Difficult| |Total|
[High 15 |20 I8 2 s |
[Moderate |l4 o ][15 |l6 I35 |
[Low I 57 7 ko |
[Total |l20 I35 ][0 15 |[100 |

This cross-tabulation evaluates the relationship between GST awareness and perceived ease of
compliance. Respondents with high awareness predominantly find compliance easy (35 out of 45), while low-
awareness respondents often struggle (7 out of 20 find it difficult). Moderate-awareness respondents display
mixed experiences. The table demonstrates that understanding of GST provisions directly influences compliance
efficiency. These insights suggest targeted awareness campaigns and training can significantly reduce compliance
difficulties, especially for small and medium service enterprises, thereby improving overall operational efficiency
and reducing errors in filing and reporting.

Table 13: Chi-square Test — Awareness vs Compliance
|Variables

|Awareness vs Ease of Compliance| |25.63

| |Chi-square Value| @ |p-value| |Inference |
|[6 ][0.0001 |[Significant]

This Chi-square test assesses the association between GST awareness and ease of compliance. With a
Chi-square value of 25.63 and p-value < 0.01, the result is statistically significant, confirming that higher
awareness significantly correlates with easier compliance. The finding validates the earlier observation from
cross-tabulation, highlighting the importance of awareness initiatives. Service sector policymakers can leverage
this insight to design effective training modules, reduce filing errors, and ensure smoother adaptation, especially
among firms struggling with technology adoption and classification complexities during the initial GST
implementation phase.

Table 14: Correlation Matrix — Key Financial Parameters

|Parameter ||Tax IncidenceHITC UsageHCompliance Time||Pr0ﬁtability|
[Tax Incidence |1 |[-0.45 |l0.38 |[-0.30 |
ITC Usage |[-0.45 IE |[-0.25 |[0.52 |
[Compliance Time][0.38 o251 |[-0.35 |
[Profitability  |[-0.30 |l0.52 |[-0.35 IE |

This correlation matrix examines relationships between tax incidence, ITC usage, compliance time, and
profitability. Negative correlations between tax incidence and ITC (-0.45) indicate that higher input tax credit
usage reduces effective tax burden. Compliance time negatively impacts profitability (-0.35), while ITC positively
correlates with profitability (0.52). These results underscore the financial benefits of GST for firms effectively
utilizing ITC and streamlining compliance processes. The analysis helps identify critical levers to enhance
operational efficiency and supports targeted interventions for firms facing profitability challenges during GST
transition.

Table 15: Regression Analysis — Profitability vs ITC, Compliance Time, Tax Incidence

|lndependent Variable | |C0efﬁcient (B)| |t-value| |p-value|
ITC Usage |[0.45 |5.23 ][0.000 ]
[Compliance Time |l-0.30 321 ][0.002 ]
[Tax Incidence |[-0.25 |[-2.85 ][0.005 ]
[R2 =0.48, F =24.56, p < 0.001]| I I |

This multiple regression examines how ITC usage, compliance time, and tax incidence affect
profitability. ITC usage positively impacts profitability ( = 0.45, p < 0.001), whereas compliance time and tax
incidence negatively influence profits. The model explains 48% of variability in profitability (R* = 0.48),
indicating these factors are significant determinants of financial outcomes post-GST. Findings suggest that service
firms maximizing ITC and minimizing compliance burden are better positioned to improve profitability,
reinforcing the practical importance of awareness, training, and process optimization during GST transition.
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Table 16: Cross-tab — Firm Size vs GST Adoption

[Firm Size[Fully Adopted|[Partially Adopted|[Not Adopted|[Total|
[so s [10 IE 20|
[s1-100 ][10 |15 |E 3o |
[101-500 ][15 |15 |5 I35 |
[s00+ ][io IE llo 5 ]

This table illustrates the relationship between firm size and GST software adoption. Large firms (500+
employees) have fully adopted IT systems, while small firms (<50 employees) lag behind with partial or no
adoption. Medium firms show a mix of adoption levels. The analysis highlights resource constraints and
technological readiness as key factors influencing GST compliance. Policymakers and industry associations can
use these insights to provide targeted support, subsidized software, or training for smaller firms to ensure seamless
GST adoption and maximize compliance efficiency.

Table 17: Chi-square — Firm Size vs GST Adoption

|Variables | |Chi-square Value| |p-value| |Inference |
|Firm Size vs Adoption||l6.75 HEH0.0I ||Signiﬁcant|

This Chi-square test confirms a statistically significant association between firm size and level of GST
adoption. Larger firms are more likely to adopt IT solutions fully, while smaller firms struggle with technological
and resource limitations. The result emphasizes the need for policy measures targeting SMEs, such as subsidized
IT solutions, training programs, and simplified filing mechanisms, to enhance uniform compliance and reduce
disparities across the service sector.

Table 18: Cross-tab — Training Received vs Ease of Compliance

|Training Level| |Very Easy| |Easy| |Moderate| |Difﬁcult| |T0tal|
[Extensive  |[10 I8 ]2 |lo |20 |
[Moderate |[5 |20 ][0 |5 |50 |
[Minimal 1B II5 o |12 |20 |
[None 2 2_Jls o Jo |

This table examines the effect of training on ease of GST compliance. Extensive training correlates with
very easy compliance, while minimal or no training leads to moderate difficulty. Moderate training yields mixed
experiences, reflecting uneven adaptation. The findings suggest structured, comprehensive, and continuous
training programs can significantly improve compliance efficiency, reduce errors, and shorten the time required
for filing, benefiting both businesses and the tax administration.

Table 19: Pearson Correlation — Awareness, Training, and Compliance Time

|Parameter | |Awareness| |Training| |C0mpliance Time|
|Awareness ||1 ||O.55 ||-0.42 |
[Training |l0.55 IE |[-0.38 |
[Compliance Time|[-042  ][-038 [ |

This correlation table indicates that higher awareness and training are strongly associated with reduced
compliance time, reflecting improved efficiency in GST adoption. Positive correlation between awareness and
training (0.55) suggests that firms investing in employee education experience smoother transitions. Negative
correlation with compliance time confirms that knowledge and skill-building reduce administrative burden,
enabling faster and more accurate filings. This evidence reinforces the importance of policy-driven capacity
building for smaller service sector units.

IV.  Conclusion
The study provides a comprehensive assessment of GST’s immediate impact on the Indian service sector
during the initial implementation period (2017-2018). The comparative analysis reveals that the post-GST tax
structure has significantly streamlined taxation, reduced cascading effects, and introduced uniform rates across
various service categories. Input tax credit utilization emerges as a crucial factor enhancing profitability and
financial planning, especially among medium and large firms. Statistical analysis, including cross-tabulations,
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Chi-square tests, correlations, and regression models, confirms that higher awareness and training correlate with
easier compliance and reduced administrative burden. Despite these benefits, smaller enterprises face challenges
related to IT adoption, training gaps, and transitional difficulties, which can impede effective compliance. Sectoral
variations indicate that IT-intensive and large-scale firms adapt more quickly, whereas smaller and traditional
service providers require additional support. Customer perception data suggests that GST has had a largely neutral
to positive effect on service pricing, with only minor segments experiencing increased costs due to compliance
investments. The study highlights that while GST achieves its primary objectives of simplification and efficiency,
successful implementation in the service sector depends on structured awareness programs, IT integration, and
policy-driven support mechanisms. Future research could examine long-term impacts, sector-specific variations,
and strategies for further optimizing GST’s benefits. Policymakers and industry stakeholders can utilize these
findings to improve compliance frameworks, ensure equitable adoption across firm sizes, and strengthen the
contribution of the service sector to India’s economic growth.
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