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Rate reductions are welcome but
GST reformis a work in progress

Consumption will get a boost but India still has too many rate slabs and the macro impact demands careful consideration

is chairman, Centre for Development Studies.

he large reduction in goods and servi-
ces tax (GST) rates from 22 September,
the start of this year’s Navratri, fol-
lowed an equally large increase in the
exemption threshold for personal
income tax six months earlier in the
2025-26 budget. In a well-publicized message,
Prime Minister Narendra Modi described thisasa
bumper Diwali gift for consumers, especially those
in the Indian middle class. Limiting herselfto the
economicrationale for the rate reduction, Finance
Minister Nirmala Sitharaman explained that a
significant increase in the purchasing power of
consumers, assuming the rate reduction is fully
passed on, will jack up aggregate consumption
demand and hence economic growth, apart from
giving relief to small producers. Critics have
claimed that the GST rate reduction is motivated
by the forthcoming Bihar elections and other state
polls to follow. That may well be true. However,
this column will confine itself to the economic
implications of the GST rate reduction.

Introducing a value added tax (VAT) like GST in
alarge federal system like India was exceptionally
challenging because of many conflicting interests,
such as between producers and consumers,
between the central government and states, and
between producing and consuming states. Hence,
the launch of GST in India took a very long time.
Theidea of introducing a VAT in India was first
mooted by the Indirect Tax Enquiry Committee
(under L.K. Jha) in1977. The GST Council of State
Finance Ministers, chaired by Union finance min-
ister Arun Jaitley, was finally able to roll out the
GST 40 years later in 2017, thanks to what came to
be known as Jaitley’s grand bargain: his assurance
to states that they would be compensated for 5
years for any revenue loss, computed using a very
generous formula. However, once the states were
onboard, GST was introduced in a great hurry
without proper preparation. GSTN, the electronic
tax information network, had not fully stabilized,
nor were the required administrative arrange-
ments in place, such as the training of officials, etc.
Most importantly, GST was rolled out with multi-
plerates, which led to problems of tax-gaming and
relative price distortion. Undoubtedly, it was
India’s most important tax reform after 1991, but it
required a lot more to be done.

Though there were some rate adjustments ear-
lier, the latest rate rationalization is by far the most
significant, covering around 450 goods and servi-
ces. Of these, about 400 goods and services have
had their rates lowered, while a small number,
about 50 items, have had rates increased. The 12%
and 28% rate slabs have been abolished. Most items
earlier taxed at 12% will now be taxed at 5%, while a
handful will be taxed at 18%. Most items taxed at
28% earlier will now be taxed at 18%. Thus, virtually
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allitems will now be taxed at either 5% or18%. A
handful of non-merit or luxury goods (and servi-
ces) will be taxed at 40%. At the lower end, a few
items taxed at 5% will now not be taxed at all, while
afew high-value items like gold jewellery will con-
tinue to be taxed at only 2-3%. Thus, despite the
abolition of two GST slabs and most items now
being taxed at 5% or 18%, we still
effectively have a five-slabrate
structure in place, compared to
the single- or two-rate structure
in most of the 175 countries that
have a VAT. Rate rationalization
remains a work in progress.
What will be the macroeco-
nomic impact of this rate ration-
alization? Clearly, private con-
sumption expenditure will get a
boost. But what does it imply for
government expenditure? To
assess the revenue impact of the
rate rationalization, it is useful to
keep in mind that those items
taxed at 5% or not taxed are
mostly necessities with price-
elasticity and income-elasticity of demand com-
pared to those items taxed at the 18% rate. There is
therefore likely to be some shift in the share of pri-
vate consumption expenditure away from 0% or
5% GST rated goods towards those rated at 18%.
But the main point to note is that there will be a sig-
nificant revenue loss, at least in the short run. The
finance ministry has estimated this (on the basis of
2023-24 data) at 348,000 crore for the current fis-
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Despite two GST slabs being
axed and most items being taxed
at5% or 18%, we still effectively
have afive-slabrate structure,
compared to the global standard
of asingle rate or two at most.

If alower tax mop-up reduces
the Centre's capital expenditure,
it could offset the expected
positive GDP growth impact
of the consumption boost
delivered by GST rate reduction.

cal year, which would be about 396,000 crore for
the full financial year 2026-27. How will the gov-
ernment handle thisrevenue loss?

Ifit aims to achieve its fiscal deficit target of 4.4%
of GDP in 2025-26 despite the GST revenue loss,
this will probably entail a significant cutback in cap-
ital expenditure. Committed items under revenue
expenditure make it difficult to
further trim revenue expendi-
ture, which was already com-
pressed during 2023-24 and
2024-25. However, areduction in
government capital expenditure
islikely to offset the expected
positive growth impact of the
boost to private consumption
expenditure due to GST rate
reduction. There is much evi-
dence that government capital
expenditure has a very strong
impact on growth.

Alternatively, the finance
ministry can focus on its new
monitoring target for fiscal
consolidation, namely reducing
the debt-to-GDPratio from 55% to 50% (+/-1%) by 31
March 2031. This will allow more flexibility in man-
aging the fiscal deficit and enable the government
sustain its commitment to high capital spending as
itadjustsits aggregate spending path over the next
4-5 years. The logic spelt out here for the central
government also applies to state governments,
which will suffer a similarly large GST revenue loss.

These are the author’s personal views.

Alwill price our flight tickets:
[t's not new but we will hate it

Dynamic pricing has long existed but Al can personalize it deeply

is a Bloomberg Opinion columnist covering
€conomics.

am something of an airline reward-
points obsessive, or worse. I lurk on
blogs and some more dodgy corners of
the internet to learn the latest strategies
and promotions. I know the stakes are low,
but it’s fun— even the outrage, the latest of
which wasignited among the Delta flying
community when the American airline
announced it was using Al to set prices.

Its mistake was using the term “dynamic
pricing, ” which people interpret as per-
sonalized pricing, like charging people
more depending on why they are flying.
Deltais not doing that (yet), at least not with
Al But it is coming, not only for airlines,
but also for many consumer businesses.
And we will all hate it—but we should all
prepare for it.

‘Dynamic pricing,” like consumption
taxes or market-rate-rent, is something
only an economist can love. Such pricing
usually means a price that changes
depending on when you buy—say, when
Wendy’s wanted to charge less for burgers
outside of peak lunch hour. The plan
caused such an uproar that it was aban-
doned. But it would have been better for
customers, who could have saved money
by eating lunch later (or earlier, if they were
hungry).

Dynamic pricing is not the same as per-
sonalized pricing, which isbased on some-
one’s personal characteristics, such ashow
much they can pay or how much they value
the good or service. People hate dynamic
pricing, but they tend to hate personalized
pricing even more.

Neither dynamic nor personal pricing is
new. In some ways, they represent a
return to amore traditional way of pricing,
when people haggled in markets. Prices
then often depended on the time of day or
acustomer’s bargaining skills, or even the
mood of the seller. In this era of mass con-
sumption, however, something about this
practice feels wrong and makes people
angry—even in the economically savvy
points community.

Dynamic pricing powered by technol-
ogy became more noticeable with ride-
sharing apps that charge higher prices
when and where there is more demand.
Butitlong predates Uber—movie theatre
tickets are cheaper during the day. Airlines
also practised dynamic pricing before the
Alrevolution, charging different prices for
the same flight depending on when people
buy their ticket, how full the plane is, the
day they fly, and so on.

Airlines face a difficult problem setting
their prices. Earning a profit requires them
to fill planes—despite no-shows and

Al aware of how badly we need an air ticket
could raise the fare accordingly. istockpHoTo

weather delays. They serve customers with
wildly different pricing sensitivities and
travel needs. The market is also very com-
petitive, with many people searching com-
petitors’ fares (sometimes using Al) to find
the best price.

Itisnot surprising airlines are using new
Al tools to make their prices even more
dynamic—these complex problems are
what Al is made for. And for fliers with
more flexibility, it could mean cheaper air
fares. And, frankly, personalized pricing
already exists: People can pay more foran
upgrade in class, a better seat, a checked
bagorameal. Inall these cases, the airline
ischargingaprice based on the customer’s
ability to pay or comfort preference.

Dynamic and personal pricing is one
reason that flying hasbecome cheaper and
more accessible over the years: Leisure
travellers generally pay far less than busi-
ness fliers. The difference now is that the
algorithm will get better at setting person-
alized prices. It’s all but inevitable, in fact,
that Al will be used to set personalized pri-
cesfor pretty much everything sold online.
If data exists, sellers will want to use it.

Aside from itsimpact on consumers (see
above: they’ll hate it), this new world has
broader implications for the economy and
society. How will it affect measures of infla-
tion? Will more price-sensitive consumers
get lower prices and a different inflation
rate? What about data—will there be laws
or norms about what companies can use?
If someone spends months researching
their dream vacation, bookmarking sites
and messaging friends and family, and then
finally decides to buy—will the seller know
how excited they are and jack up the price?
What if their dishwasher breaks and they
are desperate to buy a replacement? Will
we all need to adjust the privacy settings on
our browsers?

Inaworld powered by enormous of data
and the technology to make sense of it,
more dynamic and personalized pricing is
the future, whether we like it or not. When
we buy online, maybe the prices we pay
will be unique to us. It may be harder for
retailers to pull off differentiated pricing in
brick-and-mortar stores. So maybe in-per-
son shopping is due for a comeback—
thoughit’sunlikely in the travel industry,
notleast because we addicts need the web
to feed our habit. ©BLOOMBERG

Imposter syndrome: Why success often feels like a fluke
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hey say you are “worth it.” That you

deserved out-of-turn promotions.

Your bets have worked well for the
company, and hence you have been allotted
asenior position. But then a creepy feeling
rises at the nape of your neck when you face
an experienced group of contemporaries or
hear a hushed whisper after you make a
point, with perplexed looks around the table
signalling that you may have missed your
mark. A voice whispers in your head: You
are not worth it.

A partofyou clamps up. You retreat into
your cabin. You work harder than ever to
ensure they donot detect flaws. They don’t.
Yourrise in the company is meteoric now.
But every now and then, that hushed feeling
creeps back in. An old mocking voice whis-
pers: You are faking it, and sooner or later,
youwill be exposed.

‘Imposter syndrome’ was coined by psy-
chologists Pauline Clance and Suzanne
Imes in 1978 in their paper “The Imposter

Phenomenon in High-Achieving Women.’
It described a persistent sense of phoniness
among highly capable women.

“The term impostor phenomenon is used
to designate an internal experience of intel-
lectual phoniness which appears to be par-
ticularly prevalent and intense among a
select sample of high-achieving women.
Despite outstanding academic and profes-
sional accomplishments, women who expe-
rience the impostor phenomenon persist in
believing that they are really not bright and
have fooled anyone who thinks otherwise,”
the paper noted.

That same year, the first moon orbiting
Pluto was discovered and named Charon.
The so-called Camp David Accords were
signed, hailed back then as a landmark
peace treaty in the Middle East.

The peace did not last, Pluto was later
found to have four more moons, but the
imposter syndrome dugitstentacles deep.
Overtime, werealized itisnot just women,
but high-achieving men too who suffer from
this condition. Many begin attributing their
success to luck, a golden chance, amentor
or fortuitous circumstances. External fac-
tors must have contributed to their success,
they suspect, because they believe they

themselves were never good enough.
Ifirst heard of ‘imposter syndrome’ while
recruiting young executives for business
process outsourcing (BPO) jobs in 2006.
The dotcom bust a few years earlier had
taken its toll; call centres and BPO units
were in the spotlight and talent-hungry.
Barely a few years into their jobs, these
young superstars were given teams of 20 to
handle. Their confidence was on overdrive,
their swag unmistakable, but cracks showed
early. When a team leader left, a successor
was quickly appointed,
so a sense of ‘fluke suc-
cess’ was common.
This syndrome is
agnosticto gender, hier-
archy, age and social
conditioning. Scions of
business families
groomed to take over
thereins may display the
strategic acumen that
comes with generational
confidence. But they too
canbe enveloped in this
feeling of phoniness,
worrying that their clos-
est aides see through

QUICK READ

‘Imposter syndrome’ was first
coined to describe a persistent
sense of phoniness among highly
capable women butit's widely
accepted thatit cutsacross
gender, age and other variables.

Scions of business families
groomed to take over the reins
may display the strategic acumen
that comes with generational
confidence but they too may
wonder if it comes across as fake.

them every day. Ironically, while the pro-
ductivity of those battling the condition
may seem high, it is often short-lived. To
keep yourself charged when you believe
your success is afagade isamammoth task.
And mammoths did not survive.

I wonder if imposter syndrome is even
more pronounced today, when one is sur-
rounded by endless positive affirmations.
For those of us born in the early 1980s,
mediocrity was not a dirty word. It was
assumed that most people were average,
with sparks of talent in
one or two areas that
could be honed with per-
severance. Successes and
failures, whether in a
drawing competition or
board exam, were rarely
extreme. You partici-
pated. You tried your
best. You were seldom
celebrated.

But times today are
different. Mediocrity has
been expunged. Every-
one is told they are ‘spe-
cial.’ The most basic step
towards progress is

labelled a ‘win.” And when acknowledge-
ment becomes routine, the jolt of joy that
should come with true celebration loses
force. You realize that everyone is trium-
phant and therefore no one is truly special.
The edge you thought you had feels short-
lived, just waiting to be exposed.

Atatime when workplaces are discussing
empathy, the top brass is getting coached
and mentorship programmes are being
designed for young employees with high
potential, the imposter syndrome also
needsto be addressed. Coaches and thera-
pists teach coping mechanisms, and the
sooner these are identified, the better.
Because your colleague, junior or senior
may see only a smug professional who
works hard but is rarely satisfied.

While researching this subject, I came
across famous people who admitted they
never felt worthy of their accolades. Albert
Einstein, for instance, once remarked to a
friend: “The exaggerated esteem in which
my lifework is held makes me very ill at ease.
I feel compelled to think of myself as an
involuntary swindler.”

The feeling of being an ‘involuntary swin-
dler’ is far more common than we realize,
especially in the corporate world.



