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Service exporters: GST on Intermediary services changes 
from 18% to zero-rated

The GST Council has recommended aligning the place of supply for Intermediary services 
with the recipient’s location, addressing a legacy issue from the service tax era. 

This reform is set to unlock substantial benefits for IT/ITES, back-office operations, and 
GCCs by enabling such services to qualify as exports. The change is expected to reduce tax 
exposure, lower litigation risk, and enhance clarity, while also positioning India as a 
preferred global service delivery hub. 

Taxpayers may need to monitor the legislation closely, as current indications suggest a 
prospective application, but any retrospective impact may be evaluated once final 
provisions are notified.
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Industry impact

▪ Allows export status, reduces tax and working capital costs by 
unlocking refunds previously stuck in litigation.

▪ Enables competitive pricing in the international market.
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Way forward

▪ The recommendation shall require a formal amendment to the 
IGST Act, 2017. Stakeholders may need to monitor for the 
notification.

▪ Taxpayers may need to reassess their export status in light of 
the recommendation.

▪ Amendments to tax statutes are presumed to be prospective 
unless the legislature expressly provides for retrospective 
application, or the nature of the amendment is clarificatory or 
remedial. Thereby, it may be essential for taxpayers to assess 
the same.

This may enhance 
India’s 

attractiveness as a 
hub for global 

service delivery, 
especially for Global 
Capability Centers 

Consumer impact

▪ Supports lower pricing from Indian exporters.
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