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PREFACE 
 

 The Department of Economics, N.K.R. Government Arts 

College for Women, Namakkal, re-accredited with ‘A’ Grade (3.18) 

by NAAC and affiliated to Periyar University, has consistently 

upheld a tradition of academic excellence and research 

engagement. Established in 1969 with the noble mission of 

empowering rural women through quality education, the 

institution has grown into a vibrant centre of higher learning 

offering undergraduate, postgraduate, M.Phil., and Ph.D. 

programmes. 

 In alignment with its commitment to research and academic 

outreach, the Department of Economics organized a Two Days 

National Level Seminar on “GST Reforms as a Catalyst for 

Strengthening MSMEs and Start-ups in India: Economic, Institutional 

and Policy Perspectives” on 17th and 18th March 2026, in association 

with ICSSR – Southern Regional Centre. The seminar aimed to 

examine the transformative role of GST reforms in enhancing the 

growth, sustainability, and competitiveness of MSMEs and start-

ups in India. 

 The seminar received an enthusiastic response from 

academicians, research scholars, and professionals across the 

country. The discussions were intellectually enriching and focused 

on contemporary issues such as GST compliance challenges, 

composition schemes, digital transformation, export 

competitiveness, employment generation, financial inclusion, 

post-pandemic recovery, and cooperative federalism in GST 

governance. 

 This edited volume includes selected papers that were 

presented and peer-reviewed as part of the seminar proceedings. 

The contributions represent diverse methodological approaches 

and offer both theoretical insights and empirical evidence on the 

evolving GST framework and its implications for MSMEs and 

start-ups. 



 

 

 We place on record our sincere gratitude to ICSSR – 

Southern Regional Centre for their association and support. We 

also express our heartfelt appreciation to the Chief Patron, Patron, 

Organising Secretary & Convener, members of the Organising 

Committee, Technical & Publication Committee, reviewers, and all 

participants whose collective efforts ensured the success of the 

seminar and this publication. 

 It is our hope that this volume will stimulate further 

academic inquiry, inform policy deliberations, and serve as a 

valuable reference for researchers, policymakers, industry 

professionals, and students interested in taxation reforms and 

enterprise development in India. 

 

Editorial Committee 

Department of Economics 

N.K.R. Government Arts College for Women 

Namakkal – 637001 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

MESSEGE FROM THE PRINCIPAL 

 
 

நாமக்கல் கவிஞர ் இராமலிங்கம் அரசு மகளிர ்

கலலக் கல்லூரியில் நலைபெறும் தேசிய அளவிலான 

இரண்டு நாள் கருே்ேரங்கம் சிறெ்ொக 

நலைபெறுவேற்கு என்னுலைய வாழ்ே்துக்கள் GST 

போைரெ்ான இந்ே தேசிய கருேே்ரங்லக ஏற்ொடு 

பெய்து நைே்திக் பகாண்டிருக்கும் பொருளியல் 

துலறக்கும் அே்துலறலயெ ்ொரந்்ே ஆசிரியரக்ளுக்கும் 

குறிெ்ொக இந்ேே் தேசிய கருே்ேரங்கிற்கு நிதியுேவி 

பெற்று சிறெ்ொக நைே்திக் பகாண்டிருக்கும் முலனவர ்

நா. பிரொ அவரக்ளுக்கு வாழ்ே்துக்கலளே் பேரிவிே்துக் 

பகாள்கிதறன். 

இக்கருே்ேரங்கின் மூலம் GST யின் தநாக்கங்கள் 

முக்கியே்துவம், அேன் ெயன்கள் மற்றும் அேன் 

ோக்கங்கள் ஆகியவற்லறெ் ெற்று அறிந்து பகாள்ள 

முடிகிறது. இே்திை்ைம் மாணவரக்ளுக்கு இந்தியாவின் 

புதிய வரி அலமெ்லெ பிரிந்து பகாள்ள உேவும் என்றும் 

நும்புகிதறன். இக்கருே்ேரங்கே்தினான் பொருளியல் 

துலறக்கு மைட்ுமல்ல கல்லூரிக்கும் பெருலம 

தெரே்்திருக்கின்றலமக்கு எனது மனமாரந்்ே 

ொராைட்ுேல்கலளே் பேரிவிே்துக் பகாள்கிதறன். 
 

 
Dr. A. Madavy 

Principal 
N. K. R. Government Arts College for Women 

Namakkal. 



 

 

FOREWORD 
 

 It gives me immense pleasure to present this edited volume 

as an output of Two Days National Level Seminar on “GST 

Reforms as a Catalyst for Strengthening MSMEs and Start-ups in India: 

Economic, Institutional and Policy Perspectives,” organized on 17th 

and 18th March 2026 by the Department of Economics, N.K.R. 

Government Arts College for Women, Namakkal, in association 

with the Indian Council of Social Science Research – Southern 

Regional Centre (ICSSR-SRC). 

 The theme of the seminar is both timely and significant. 

Since its introduction, the Goods and Services Tax (GST) has 

emerged as one of the most transformative fiscal reforms in India. 

Its implications for Micro, Small and Medium Enterprises 

(MSMEs) and start-ups are particularly critical, as these sectors 

constitute the backbone of the Indian economy—contributing 

nearly 30 percent to GDP, 45 percent to manufacturing output, 

and close to 48 percent of total exports, while providing 

employment to millions. 

 The seminar provided a vibrant academic platform for 

scholars, researchers, policymakers, and industry practitioners to 

critically examine GST reforms from economic, institutional, and 

policy perspectives. The deliberations covered a wide spectrum of 

themes including ease of doing business, formalization of MSMEs, 

input tax credit and working capital management, digital 

transformation, export competitiveness, women and rural 

entrepreneurship, cooperative federalism, and policy gaps under 

the GST regime. 

 The research contributions compiled in this volume reflect 

analytical rigor, empirical depth, and policy relevance. They offer 

valuable insights into how GST reforms can function as a catalyst 

and the way forward for strengthening India’s MSME and start-up 

ecosystem while addressing structural and compliance challenges. 

 



 

 

 I hearty congratulate the Principal, the Head of the 

Department of Economics, the Organising Secretary, the technical 

and publication committee, and all contributors for their dedicated 

efforts in organizing the seminar and bringing out this scholarly 

publication. I am confident that this volume will serve as a useful 

academic and policy reference for researchers, students, 

administrators, and industry stakeholders. 

 As a resource person associated with this academic 

initiative, I firmly believe that such scholarly engagements 

strengthen research culture and contribute a meaningful national 

economic discourse. 

 

 
Faculty of Economics  

International Institute of Business Studies 

Bengaluru. 

 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
 
 



 

 

MESSAGE 
 

 I am delighted to extend my warm greetings and best wishes to 
the Department of Economics, N.K.R. Government Arts College for 
Women, Namakkal, for organizing the Two-Day National Level Seminar 
on “GST Reforms and their Role in Strengthening MSMEs and Start-ups in 
India.” This academic initiative, organized in association with the ICSSR–
SRC, is both timely and significant, as it addresses one of the most 
important policy reforms shaping the contemporary economic landscape 
of our country. 
 Micro, Small and Medium Enterprises (MSMEs) and start-ups 
play a crucial role in the economic development of India by generating 
employment, promoting innovation, and contributing substantially to 
national production and exports. In recent years, GST reforms have 
brought significant structural changes to the indirect tax system, aiming 
to create a unified national market, simplify tax compliance, and 
enhance transparency in business operations. Such reforms have 
important implications for MSMEs and start-ups, which form the 
backbone of India's entrepreneurial ecosystem. 
 Seminars of this nature provide an excellent platform for 
academicians, researchers, policymakers, and students to exchange 
ideas, discuss emerging challenges, and explore policy perspectives that 
can contribute to strengthening the MSME sector. I am confident that the 
deliberations, research presentations, and scholarly discussions during 
this seminar will generate valuable insights and meaningful academic 
contributions. 
 I commend the organizers, faculty members, and students for 
their dedicated efforts in bringing together scholars from diverse 
institutions to deliberate on this vital theme. I sincerely hope that the 
proceedings of this seminar will serve as a valuable academic resource 
for researchers and policymakers interested in understanding the 
evolving dynamics of GST reforms and their impact on MSMEs and 
start-ups in India. 
 I extend my heartfelt congratulations to the organizing 
committee for their commendable initiative and wish the seminar a 
grand success. 
 

Dr. P. Loganathan 
Associate Professor & Head 

Department of Economics 
KandaswamiKandars’ College 

 Velur, Namakkal District 
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 GST could be a comprehensive taxation that merge seventeen 

indirect taxes and twenty-three cess on manufacture, sale and 

consumption of products and services to interchange taxes levied by the 

central and state governments. The enactment of the so-called "GST 

Law" was motivated by the political and bureaucratic moves need to 

prevent double taxing and tax on tax. In other words, the GST system 

seeks to provide a uniform and equitable tax policy across the 

nation. The era of GST regime was introduced to improve tax buoyancy 

as the interlinking of input and output taxes will minimize leakages into 

a seamless national market. The primary objective behind development 

of GST is to subsume all sorts of indirect taxes in India like Central 

Excise Tax, VAT/Sales Tax, Service tax, etc. and implement one taxation 

system in India. On September 2025, the GST reforms ("GST 2.0") has 

been simplified into a two-main-slab system with a 40% "sin/luxury" tax 

replacing the previous four-slab structure (5%, 12%, 18%, 28%), focusing 

on reducing the burden on everyday goods. significantly enhanced the 

ease of doing business in India and key improvements include faster, 

automated refunds, streamlined digital compliance and the resolution of 

inverted duty, simplifies classification and reduces compliance burdens, 

lower transaction costs for MSMEs, and expand the taxpayer base, 

benefiting sectors like FMCG, textiles, and manufacturing. 

The Composition Scheme under GST is a simplified tax-paying 

mechanism designed to reduce the compliance burden on small 

businesses in India and is ideal for small, local B2C (Business to 

Consumer) businesses looking for low-cost, easy compliance. The Digital 



 

 
Integration is the shift toward pre-filled returns and AI-based, 

automated reconciliation tools reduces human error and corruption 

risks. While GST aims to unify taxes and formalize the economy, it also 

requires small-scale entrepreneurs to adapt to digital compliance, 

impacting sectors where women are heavily represented, such as 

handicrafts and small-scale manufacturing. 

 In this context the Two days National Level Seminar on GST 

Reforms and their Rolein Strengthening MSMEs and start-ups in India: 

Economic, Institutional and Policy Perspectives, organized by 

Department of Economics, N.K.R. Government college, Namakkal along 

with ICSSR,SRC, Hyderabad, during 17th&18th  March,2026, is 

appreciable one wherein the seminar organizers had given various sub-

themes including Digital Transformation under GST Regime, GST 

Reforms and Financial Inclusion and Women, Rural and Social 

Entrepreneurship under GST, which may lead to vibrant discussions in 

the Seminar. 

 I wish the Success of the seminar with more deliberations and 

come out with policy-oriented suggestions. 

 

Prof.Dr. Mrs. Dhulasi Birundha Varadarajan, 

President, Indian Economic Association 

Former Chair person & Head, School of Economics, 

Emeritus Professor, Madurai Kamaraj University, 

Senior Fellow, ICSSR, New Delhi. 
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ABOUT THE COLLEGE  

 N.K.R. Government Arts College for Women is named after 

Kavignar Ramalingam Pillai, a renowned poet. Established in the 

year 1969, the college was founded with the noble aim of uplifting 

rural women by molding them into academically competent, self-

sufficient, and self-confident individuals, capable of excelling in 

their respective fields. The college is affiliated with Periyar 

University and offers thirteen undergraduate programmes, eleven 

postgraduate programmes, and research programmes. The year 

2018 marked the Golden Jubilee of the college, celebrating 50 years 

of its existence. To commemorate this milestone, various functions 

and academic events were organized by the departments, making 

the Golden Jubilee celebrations a grand success.  

   

ABOUT THE DEPARTMENT 

 The Department of Economics was established in 2012 with the 

introduction of the B.A. Economics (English Medium) programme. In 

response to increasing demand and to showcase academic excellence, 

the department expanded by launching the B.A. Economics (Tamil 

Medium) in 2019. It was elevated to a Postgraduate Department with the 

commencement of the M.A. Economics programme in 2017, followed by 

the introduction of M.Phil. and Ph.D. programmes in 2019. Since its 

inception, the department has been dedicated to fostering academic 



 

 
excellence, analytical thinking, and research-oriented learning. Its 

mission is to equip students with both theoretical knowledge and 

practical skills to face the challenges of today’s competitive economic 

landscape. The department has an impressive academic record, with 

students consistently securing university ranks and gold medals. To 

date, it has produced 3 gold medals and 27 university ranks at the 

undergraduate level, and 5 gold medals and 14 university ranks at the 

postgraduate level. The Economics Department has consistently secured 

gold medals and university ranks every academic year since its 

inception. Beyond academics, students actively participate in national 

and international conferences, seminars, workshops, exhibitions, and 

outreach programmes, enriching their exposure and knowledge. The 

department also promotes participation in sports and cultural activities, 

encouraging holistic development and the growth of leadership skills. 

With a strong foundation in teaching, research, and extension, the 

Department of Economics continues its pursuit of academic excellence 

and societal relevance. 

 

ABOUT THE SEMINAR  

 GST reforms become particularly significant in the context 

of Micro, small and Medium Enterprises (MSMEs) and start – ups, 

which together constitute the backbone of the Indian economy. 

According to the Ministry of MSME (2024), India has more than 

6.4 crore MSMEs contribution nearly 30 per cent of the National 

Gross Domestic Product, about 45 per cent of manufacturing 

output and close to 48 per cent of total exports. The sector employs 

over 11 crore people, making it the second- largest start-up 

ecosystem with more than 1.25 lakh DPIIT- recognized start – ups, 

playing a critical role in innovation, digital transformation, and 

high – value job creation.  

 

 

 

 

 



 

 

ABOUT THE ICSSR SRC 

 Indian Council of Social Science Research (ICSSR) was 

established in the year of 1969 by the Government of India to 

promote research in social sciences in the country on the 

recommendation of Prof. V. K. R. V. Rao Committee. Indian 

Council of Social Science Research (ICSSR) is an autonomous 

organization established in 1969 on the recommendation of Prof. 

V. K. R. V. Rao Committee. The Southern Regional Centre was 

established on 1st February 1973 in collaboration with the 

Osmania University and the Government of Andhra Pradesh. The 

founders of the Southern Regional Centre were Prof. 

Rasheeduddin Khan and Prof. G. Ram Reddy. 
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GST Reforms and the MSME Ecosystem in India: 

Addressing Interstate Trade Barriers 

 

Dr. K. Babu 

Assistant Professor,  

PG & Research Department of  Economics,  

Erode Arts and Science College (A),  

Erode -09. 

 

Abstract 

The introduction of  Goods and Services Tax (GST) in 2017 marked a 

paradigm shift in India’s indirect tax regime, aiming to create a unified national 

market by eliminating cascading taxes and interstate barriers. Micro, Small, and 

Medium Enterprises (MSMEs), which contribute approximately 30% to India’s 

GDP, employ over 110 million people, and account for a significant share of  

exports, have been both beneficiaries and challengers under this regime. While 

GST has substantially reduced pre-existing physical and fiscal barriers to interstate 

trade such as check posts, entry taxes, and Central Sales Tax (CST); it has 

introduced new compliance hurdles, particularly mandatory registration for 

interstate supplies and restrictions under the composition scheme. This research 

article examines the evolution of  GST reforms, their differential impact on the 

MSME ecosystem with a specific focus on interstate trade, recent “GST 2.0” 

simplifications (effective from September 2025), and empirical evidence of  

outcomes. It concludes with policy recommendations to further strengthen MSME 

competitiveness in a seamless national market. 

Keywords: GST reforms, MSMEs, interstate trade barriers, composition scheme, 

input tax credit, compliance burden, GST 2.0 

 

I. INTRODUCTION 

India’s MSME sector is the backbone of  the economy, comprising over 6.3 

crore units and driving manufacturing, employment, and exports. Before GST, 

interstate trade was hindered by a fragmented tax structure involving multiple 

levies (CST, VAT, entry taxes, etc.) and physical check posts, which 

disproportionately affected resource-constrained MSMEs through delays, higher 

logistics costs, and blocked input credits. GST’s “One Nation, One Tax” 

philosophy sought to dismantle these barriers by introducing Integrated GST 

(IGST) for interstate supplies, seamless input tax credit (ITC), and technology-

driven compliance via the GST Network (GSTN). 
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However, eight years post-implementation, interstate trade for smaller 

MSMEs remains constrained by mandatory GST registration (irrespective of  

turnover threshold) and prohibitions under the composition levy. Recent “Next-

Gen” or GST 2.0 reforms (approved by the 56thGST Council in September 2025 

and effective from 22ndSeptember 2025) have introduced a simplified two-slab 

structure (5% and 18%, with 40% for luxury goods), faster refunds, and eased 

compliance, offering renewed opportunities for MSMEs. 

This article analyses these dynamics through a review of  official GST 

Council documents, peer-reviewed studies, and government reports. 

 

Pre-GST Interstate Trade Barriers and Their Impact on MSMEs 

Before July 2017, the interstate movement of  goods attracted CST 

(typically 2-4%) without corresponding ITC benefits in many cases. States imposed 

entry taxes, octroi, and varying VAT rates, leading to tax cascading. Physical check 

posts caused average truck delays of  20-30% on interstate routes, inflating logistics 

costs by 10-15% and eroding MSME competitiveness. 

MSMEs, lacking scale and bargaining power, faced acute challenges: 

inability to pass on costs, blocked working capital, and restricted market access 

beyond their home state. Informal enterprises (a large segment of  micro units) 

avoided formal interstate trade altogether to evade compliance. Studies consistently 

highlight that these barriers fragment supply chains and limit MSME participation 

in national value chains. 

 

GST Framework: Reforms Addressing Interstate Barriers 

 GST replaced 17 taxes and 13 cases with a unified destination-based 

system. Key features relevant to interstate trade include: 

• IGST mechanism: Levied on interstate supplies; full ITC available to the 

recipient, eliminating cascading. 

• Removal of  check posts: Physical barriers dismantled, enabling seamless 

movement tracked via e-way bills. 

• E-way bill system: Digital tracking without routine physical inspections. 

Registration Threshold and Interstate Supplies 

Persons with aggregate turnover below ₹20 lakh (₹40 lakh for goods in 

some states; special category states have lower limits) are exempt from registration 

for intrastate supplies. However, any taxable interstate supply triggers mandatory 

registration irrespective of  turnover. MSMEs availing the threshold exemption 

cannot make outward interstate supplies (though they may receive them). 
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Composition Scheme 

 Eligible for turnover up to ₹75 lakh (₹50 lakh in special category states), 

the scheme offers simplified quarterly returns (GSTR-4) and lower tax rates (e.g., 

1% for traders, 2% for manufacturers). A crucial restriction that no interstate 

outward supply of  goods is permitted. Participants also cannot claim or pass on 

ITC. These provisions, while protecting revenue, create a de facto barrier: small 

MSMEs must either restrict themselves to intrastate markets or register as regular 

taxpayers and bear full compliance costs (monthly/quarterly returns, e-invoicing 

for larger units, HSN reporting, etc.). 

Additional facilitative measures include the Quarterly Return Monthly 

Payment (QRMP) scheme and phased e-invoicing exemptions for smaller MSMEs. 

 

Impact on the MSME Ecosystem: Benefits and Persistent Challenges 

Benefits 

• Unified market and interstate trade facilitation: Elimination of  

barriers has expanded market access. Peer-reviewed syntheses confirm 

improved transparency, formalization, and interstate trade flows. Logistics 

efficiency improved, with reduced transit times benefiting supply-chain-

dependent MSMEs. 

• ITC and working capital: Seamless credit flow reduced cascading, 

though refunds remain a pain point. 

• Formalization and credit access: Increased GST registrations (over 1.4 

crore MSME-linked) have improved banking linkages and formal credit. 

• Export competitiveness: Zero-rated supplies and refund mechanisms 

boosted MSME exports in sectors like textiles and handicrafts. 

 

Challenges 

• Compliance burden: Digital literacy gaps, especially in rural/semi-urban 

MSMEs, lead to errors, penalties, and higher costs. Delayed ITC refunds 

cause liquidity stress. 

• Sectoral disparities: Textiles, footwear, and labor-intensive manufacturing 

faced inverted duty structures and margin compression; service-oriented 

MSMEs adapted better. 

• Composition scheme limitations: Restricts interstate expansion for the 

smallest units (the majority of  MSMEs). 

• Registration barrier: Many micro enterprises forgo interstate 

opportunities to avoid compliance. 
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• Empirical evidence shows a dual impact: initial disruptions (2017-19) 

followed by recovery and growth, particularly post-2022 with digital 

adaptations. 

 

Recent GST 2.0 Reforms (2025) and Their Relevance to MSMEs and 

Interstate Trade 

Announced in the Prime Minister’s Independence Day 2025 address and 

approved in the 56thGST Council meeting, “Next-Gen GST reforms” (GST 2.0) 

took effect from 22ndSeptember 2025: 

• Rate rationalization: Shift to two primary slabs (5% merit, 18% 

standard) + 40% for sin/luxury goods. Reductions on inputs critical for 

MSMEs (cement from 28% to 18%, auto parts, farm machinery, 

handicrafts, packaged foods). Inverted duty structures corrected in textiles 

and other sectors. 

• Faster refunds: Automated processing (within 7 days for eligible cases up 

to ₹1 crore in some categories), reducing working capital blockage. 

• Simplified registration and returns: New “Simplified GST Registration 

Scheme” (Rule 14A) for small taxpayers with low monthly output tax 

liability; pre-filled returns; auto-population of  interstate supplies data. 

• Compliance ease: Reduced classification disputes, clearer rules for 

vehicles/auto parts, and digital tools. 

These reforms directly address interstate barriers by lowering input costs, 

improving cash flow, and reducing compliance friction enabling more MSMEs to 

engage in cross-state trade without prohibitive costs. Labor-intensive and export-

oriented MSMEs stand to gain significantly through enhanced competitiveness. 

 

Empirical Evidence and Data 

Systematic reviews (2017-2025) of  29 studies indicate GST promoted 

formalization and interstate trade while imposing compliance costs. MSME 

turnover and employment growth rebounded strongly post-2021, with export share 

rising (from ~7.5% pre-GST to over 10% by 2025 in some estimates). 

GST collections have grown consistently (e.g., gross collections rising year-

on-year), reflecting broader tax base including MSMEs. World Bank analyses and 

industry reports note 15-20% reduction in logistics costs due to barrier removal. 

Medium enterprises captured a larger share of  turnover growth, while micro units 

lagged due to compliance gaps. 

GST 2.0 is expected to further accelerate these trends by boosting 

consumption and manufacturing. 
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Suggestions  

1. Ease interstate access for micro units: Introduce a simplified IGST-

only registration for turnover below ₹50 lakh exclusively for interstate 

supplies, with minimal return requirements. 

2. Expand composition scheme: Permit limited interstate supplies under 

composition (with reverse charge or withholding mechanism) or raise the 

threshold. 

3. ITC refund automation: Full end-to-end automation and interest on 

delays to eliminate liquidity stress. 

4. Digital capacity building: Targeted training via MSME portals and 

integration of  Udyam Registration with GST for seamless compliance. 

5. Sector-specific support: Faster resolution of  inverted duties and e-way 

bill penalty rationalization for labor-intensive MSMEs. 

6. Monitoring framework: Annual GST Council review of  MSME 

interstate trade data using GSTN analytics. 

 

II. CONCLUSION 

GST has successfully transformed India into a more integrated economic 

space, dismantling pre-2017 interstate barriers and fostering formalization within 

the MSME ecosystem. However, mandatory registration norms and composition 

restrictions continue to limit the full participation of  the smallest enterprises in 

national markets. The landmark GST 2.0 reforms of  2025, simplifying rates, 

accelerating refunds, and easing compliance, represent a significant step toward 

inclusive growth. With targeted refinements, GST can fully unlock the potential of  

MSMEs as engines of  interstate commerce and employment. Sustained policy 

focus on simplification and support will ensure the regime evolves from a 

reformative opportunity into a truly enabling framework for India’s 6.3 crore 

MSMEs. 
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Abstract 

 The recent GST rationalization is strategically aligned with current 

government schemes such as Make in India, PM Gati Shakti, and Pradhan 

MantriAwasYojana, supporting MSMEs and labor-intensive sectors through 

reduced compliance costs and expanded market access. The main objective of the 

paper is to understand the Government Schemes with GST in India and to assess 

the GST Reform after the pandemic period especially MSME in India. The 

 Secondary data only applied in this paper. The data were collected from 

Government Gazette report, Article, Newspaper and etc., The main finding is 

Lower GST rates have made essential goods, raw materials, and services more 

affordable, motivating small and medium enterprises and start-ups to scale up 

operations, invest in innovation, and compete both domestically and globally. 

NEXT step of Invoicingfor MSME are the GST Council is expected to expand e-

invoicing to businesses with turnover above ₹2 crore by mid-2026. This will 

promote real-time invoice reporting, reduce fraud, and ensure more accurate input 

tax credits. The new reforms reduce the burden of multiple slabs, speed up 

refunds, and cut down on compliance hassles 

 

I. INTRODUCTION 

The recent GST rationalization is strategically aligned with current 

government schemes such as Make in India, PM Gati Shakti, and Pradhan 

MantriAwasYojana, supporting MSMEs and labor-intensive sectors through 

reduced compliance costs and expanded market access. Under the vision of PM 

Modi, by lowering GST rates across automobiles, food processing, apparel, 

logistics, and handicrafts, the reforms strengthen supply chains, promote local 

manufacturing, and boost employment, especially for women, rural entrepreneurs, 

and informal sector workers. Multiple sectors such as garments, toys, handicrafts, 

leather, and MSMEs see enhanced employment opportunities, with a notable 

impact on women’s employment in textiles, tailoring, and dairy. Together, these 

https://blog.tatanexarc.com/business-loans/gst-einvoicing-5-crore-businesses/
https://blog.tatanexarc.com/business-loans/gst-einvoicing-5-crore-businesses/
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reforms advance the vision of a self-reliant, globally competitive, and inclusive 

Viksit Bharat. 

 

Objectives 

The main objective of the paper is 

1. To understand the Government Schemes with GST in India 

2. To assess the GST Reform after the pandemic period especially MSME in 

India. 

 

Methodology 
 Secondary data only applied in this paper. The data were collected from 

Government Gazette report, Article, Newspaper and etc., 

 

GST 2.0 Impact on MSMEs: The Positives 
With lower input costs, MSMEs can save more on raw materials, 

packaging, and essential services. That means better margins and competitive 

pricing in domestic and global markets. 

Simplified compliance gives entrepreneurs a chance to focus on 

customers, not paperwork. Faster refunds and smoother credit flow free 

up working capital for MSMEs, reducing dependence on costly short-term 

loan. 

 

Automobile 

• Lower GST on two-wheelers, cars, buses, and tractors increases demand, 

benefiting MSMEs in tyres, batteries, glass, plastics, and electronics. 

• Affordable bikes support gig workers, farmers, and rural traders; cheaper 

cars aid MSMEs and dealerships in small towns. 

• GST reduction to 5% on tractors (<1800 cc) strengthens India's global 

tractor manufacturing leadership and assists ancillary MSMEs. 

• GST on commercial goods vehicles (trucks, delivery vans) cut from 28% to 

18%, lowering freight, logistics costs, inflationary pressures, and benefiting 

MSME truck owners. 

• GST on buses (10+ seats) reduced from 28% to 18%, reducing costs for 

fleet operators, schools, and improving fare affordability for laborers. 

Food and Dairy  

• GST on most food items reduced from 12%/18% to 5% or NIL, 

supporting MSMEs in food processing, small-scale processors, regional 

brands, dairy cooperatives, packaging, and cold storage. 
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• Lower GST on chocolates, cakes, and confectionery will boost sales for 

small sweet makers. 

• Dairy sector benefits from NIL GST on milk and paneer, reduction from 

12% to 5% on butter and ghee; supporting farmers, SHGs, women-led 

enterprises, and promoting nutrition security. 

• GST on milk cans lowered from 12% to 5%. 

• Diabetic foods (12% to 5% GST): Lower prices for special dietary 

products, reducing burden on diabetic patients. 

• GST brought to 5% from 12% on Dried fruits such as Almonds, 

hazelnuts, dates, figs, etc. This will promote health-conscious diets. It will 

encourage consumption of healthy food and snack alternatives, improving 

household nutrition. 

• Prepared or preserved fish (12% to 5%); Fruit pulp or fruit juice based 

drinks (12% to 5%) and Beverages containing milk will also be cheaper 

(12% to 5%). 

 
Textile, Apparel and Leather 

• GST on Man-Made Fibers cut from 12% to 5%, correcting inverted duty 

structure, increasing competitiveness for MSME textile manufacturers and 

exporters. 

• Readymade garments GST slab expanded to 5% for items up to ₹2,500 

(earlier ₹1,000), stimulating demand in Tier-2/3 towns and supporting 

labor-intensive garment units, especially women. 

• GST on leather products reduced from 12% to 5% (below ₹2,500 per pair); 

benefitting MSMEs in hides, tanneries, and footwear manufacturing. 

 

Housing and Construction Material 

• Cement GST decreased from 28% to 18%, lowering housing costs and 

supporting PMAY; will boost jobs in mining, manufacturing, and logistics. 

• GST on job work for bricks cut from 12% to 5%, easing rural housing 

costs and supporting MSME running brick kilns. 

• Cement-bonded and jute particle boards GST lowered from 12% to 5%, 

reducing prefab and housing construction costs. 

• GST on marble and granite lowered from 12% to 5%, improving 

competitiveness of domestic stones and supporting stone processing jobs. 

• GST on agro-based wood products (rice husk board, bamboo flooring, 

etc.) reduced from 12% to 5%, aiding MSME wood product units. 
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Handicraft  

• Handicrafts: GST slashed from 12% to 5%. Covers idols, paintings, inlay 

work, terracotta, handbags, artware, tableware- huge relief for artisans and 

craftspeople. 

• Toys & sports goods: GST down from 12% to 5%. Encourages 

indigenous production under Vocal for Local, reduces dependence on 

imports, creates jobs in toy manufacturing. 

Logistics and Packaging 

• Packing paper, cartons, crates GST reduced to 5%. Helps cut 

logistics/packaging costs, supports small MSME packaging units, and 

reduces e-commerce costs. 

• Biodegradable bags GST reduced from 18% to 5%. Encourages eco-

friendly alternatives, boosts start-ups and MSMEs in compostable 

materials.  

Tourism and Hospitality 

• Hotels below ₹7,500/day: GST reduced from 12% to 5% (without ITC). 

Encourages domestic tourism, boosts budget/mid-segment hotels, and 

creates employment in hospitality. 

• The GST reduction is expected to encourage increased tourism in the 

country, thereby further boosting its contribution to the GDP. 

 

Findings 

• Lower GST rates have made essential goods, raw materials, and services 

more affordable, motivating small and medium enterprises and start-ups to 

scale up operations, invest in innovation, and compete both domestically 

and globally.  

• The reforms support women-led and labor-intensive industries by making 

manufactured goods, processed foods, apparel, and even eco-friendly 

products accessible at lower costs, fostering economic inclusion of rural, 

semi-urban, and informal sector workers alongside urban manufacturers.  

• By correcting inverted duty structures, reducing input costs, and 

simplifying compliance, the government is laying the foundation for a 

robust, resilient, and self-reliant industrial ecosystem, therefore 

accelerating the nation's journey towards Viksit Bharat, a developed and 

globally competitive India by 2047. 

• Ultimately, the GST 2025 reforms combine technology, transparency, 

and timeliness — helping India move closer to a fully digital tax 

regime that rewards proactive compliance and supports sustained 

economic growth. 
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Next Steps: What to Expect in GST 2026 

• Invoicing for MSMEs: 

The GST Council is expected to expand e-invoicing to businesses with 

turnover above ₹2 crore by mid-2026. This will promote real-time invoice 

reporting, reduce fraud, and ensure more accurate input tax credits. 

• Digital Refund Tracking: 

A new GSTN refund dashboard and mobile app will allow taxpayers to 

track refund status in real time. Automated alerts and faster processing will 

reduce manual follow-ups and improve liquidity for small exporters. 

• AI-driven Compliance Support: 

The next phase of AI-based GST analytics will help identify errors and 

assist in pre-filing validations. This will simplify compliance and reduce 

penalties for small firms. 

• GST–Bank Data Integration: 

Pilot projects will link GSTN with banking systems for faster verification 

of tax payments and refund claims. This will improve transparency and 

speed up credit validation. 

 

II. CONCLUSION 

The new reforms reduce the burden of multiple slabs, speed up 

refunds, and cut down on compliance hassles. For small businesses, this 

means more time to focus on growth and less time wasted on paperwork. 

Lower input costs also help MSMEs price their products more competitively.  
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Abstract 

 The implementation of the Goods and Services Tax (GST) and its 

subsequent “GST 2.0” evolution in late 2025 have fundamentally recalibrated 

India’s rural economic architecture. This paper examines the intersection of 

gender-led social entrepreneurship and the unified tax regime. While the initial 

2017 rollout posed significant digital and compliance hurdles for rural women, the 

2025-26 reforms characterized by the transition to a simplified two-slab structure 

(5% and 18%) have acted as a catalyst for formalization. Drawing on data from the 

Economic Survey 2025-26, this study finds that women-led MSMEs now 

constitute 22% of the total sector, with a 68% rise in rural registrations since the 

“Udyam” integration. However, structural gaps in digital literacy and “liquidity 

traps” due to Input Tax Credit (ITC) delays persist. The paper explores the role of 

the “Lakhpati Didi 2.0” initiative and SHE-Marts in bridging these gaps. By 

formalizing 30 million more women-led micro-enterprises, India could potentially 

add $700 billion to its GDP by 2027. 

Keywords: GST 2.0, Women Entrepreneurship, Rural Development, Social 

Entrepreneurship, MSME Formalization, Lakhpati Didi, Economic Inclusion. 

 

I. INTRODUCTION 

The Rural Entrepreneurial Renaissance 

 The narrative of the Indian economy is shifting from urban-centric 

industrialization to rural-led entrepreneurial growth. At the heart of this 

transformation is the rural woman, often operating within the framework of Social 

Entrepreneurship where social impact and community resilience are weighted 

equally with profit. The introduction of the Goods and Services Tax (GST) was a 

move toward “economic visibility.” Historically, rural women were relegated to the 

informal “shadow” economy, where their contributions to handicrafts, agri-

processing, and local services went undocumented. GST, specifically through the 
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Udyam-GST linkage, has forced a transition that documents their contribution to 

the national GDP. 

 

Salient Features of the GST 2.0 (2025-26) Reforms 

 The “Next-Generation” GST reforms, effective from late 2025, have 

introduced several features specifically beneficial for the micro-entrepreneurial 

landscape: 

• The Two-Slab Simplification: The most significant change was the 

collapse of the four-tier system (5%, 12%, 18%, 28%) into a two-slab 

system: 5% (Merit) and 18% (Standard). This has drastically reduced 

classification disputes for rural women who often produce goods that fall 

between categories, such as processed foods or artisan crafts. 

• Correcting the Inverted Duty Structure: Before 2025, many rural 

artisans faced a situation where raw materials (like high-quality yarn or 

chemicals) were taxed higher (18%) than the finished product (5%). The 

2025 reforms corrected this for textiles, footwear, and leather, ensuring 

that women entrepreneurs can claim Input Tax Credit (ITC) effectively 

without blocking their working capital. 

• Expansion of the Composition Scheme: The turnover limit for the 

Composition Scheme remains at ₹1.5 crore, but the filing process was 

further automated. Rural entrepreneurs now pay a nominal 1% tax and file 

a simplified annual return, drastically reducing the “compliance terror” 

previously associated with the tax. 

 

Key Achievements and Achievements (2021–2026) 

 The impact of GST and formalization has been measurable and profound 

over the last five years: 

• The Lakhpati Didi Milestone: The government has successfully enabled 

over 2.1 crore women (as of January 2026) to achieve an annual income of 

₹1 lakh through the DAY-NRLM mission. The target has now been 

expanded to 3 crore women by 2027. 

• Credit Leverage: Self-Help Groups (SHGs) have leveraged over ₹11 lakh 

crore in bank credit as of early 2026. Because GST-compliant units have a 

“digital footprint,” their creditworthiness (CIBIL score) has improved, 

allowing them to access formal loans without collateral. 

• Surge in MSME Registrations: According to the Ministry of MSME 

(2025), the number of women-owned micro-enterprises registered on the 

Udyam portal crossed 24 million. Women now own approximately 22% of 

all MSMEs in India, a significant jump from 13.7% in 2021. 
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Systemic Gaps and Persistent Barriers 

 Despite the progress, the “digital-tax” architecture contains inherent gaps 

for the rural topography: 

• The Digital Divide: While GST is digital-first, only 34% of rural women 

entrepreneurs are proficient in using the GSTN portal independently. 

Most rely on “Cyber Cafes” or middlemen, leading to data security risks 

and extra compliance costs. 

• The E-commerce Barrier: To sell on e-commerce platforms across state 

lines, GST registration is mandatory even if the turnover is below the ₹40 

lakh threshold. This prevents a weaver in Himachal from selling a single 

shawl to a customer in Tamil Nadu without entering the complex GST 

net. 

• Working Capital Crunch: Smaller social enterprises often lack the 

“patience” for the 90-day ITC refund cycle. For a micro-unit with a 

turnover of ₹50,000, having ₹5,000 blocked in tax credits for three months 

is a significant blow to operations. 

 

Opportunities: SHE-Marts and ONDC 

 The 2026 regulatory environment has opened new doors through SHE-

Marts (Self-Help Entrepreneur Marts). These community-owned retail outlets, 

integrated with the Open Network for Digital Commerce (ONDC), allow rural 

women to: 

1. Scale Locally to Globally: Onboarding rural enterprises onto ONDC 

allows them to compete with urban brands without high intermediary fees. 

2. Agri-Allied Mechanization: With GST on harvesters and solar pumps 

cut to 5% in 2025, women-led Farmer Producer Organizations (FPOs) can 

now mechanize at a lower cost. 

 

Policy Suggestions: Strengthening the Ecosystem 

 To move from “participation” to “leadership,” the following policy shifts 

are recommended: 

• GST ‘Sakhis’ Programme: Training a cadre of village-level women to 

provide low-cost GST filing and compliance assistance at the Gram 

Panchayat level. 

• Threshold Parity for E-commerce: Allowing artisans and women-

owned micro-units to sell on e-commerce platforms without mandatory 

GST registration up to a turnover of ₹20 lakh. 
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• AI-Driven Micro-Refunds: Implementing a “Fast-Track” refund system 

for micro-enterprises where ITC is credited within 7 days using AI-verified 

invoices. 

 

II. CONCLUSION 

 The intersection of GST and women-led rural entrepreneurship is where 

India’s “Viksit Bharat @ 2047” vision will be decided. While the GST 2.0 reforms 

of 2025 have significantly smoothed the path by simplifying slabs and reducing 

costs on essentials like dairy and fertilizers, the human element digital literacy and 

local mentorship remains the final frontier. If India can empower its 91 lakh SHGs 

to become GST-compliant business hubs, the resulting economic surge will be 

both sustainable and gender-just. 
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Abstract 

 The Goods and Services Tax (GST) introduced in India on 1 July 2017 

brought a major transformation in the country’s taxation system. GST replaced 

multiple indirect taxes and created a unified tax structure. One of the most 

important features of GST is the use of digital technology for tax administration. 

Through the GST Portal, businesses can register, file returns, and pay taxes online. 

Digital tools such as e-invoicing, e-way bills, and online return filing have 

improved transparency, efficiency, and compliance. This paper examines the role 

of digital transformation in simplifying tax processes, reducing tax evasion, and 

improving the overall efficiency of the GST system in India. The implementation 

of the Goods and Services Tax (GST) in India marked a significant. The GST 

system operates mainly through the GST Portal, which enables businesses to 

complete registration, return filing, tax payments, and compliance activities online. 

Digital initiatives such as e-invoicing, e-way bills, and automated return filing have 

simplified tax procedures and improved efficiency in tax administration. These 

digital tools enhance transparency, reduce tax evasion, and facilitate better 

monitoring by the government. The digital transformation under the GST regime 

has also reduced paperwork and minimized human intervention in tax processes. 

However, challenges such as technical issues, lack of digital literacy among small 

businesses, and internet connectivity problems still exist. Overall, the digitalization 

of the GST system plays an important role in strengthening India’s tax structure 

and supporting the growth of a transparent and technology-driven economy. 
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I. INTRODUCTION 

 Digital transformation refers to the use of digital technology to improve 

business and government processes. In India, the introduction of GST marked a 

significant step toward the digitalization of the taxation system. The GST system is 

mainly operated through an online platform known as the GST portal. Businesses 

can complete all tax-related activities such as registration, return filing, and tax 

payment through this digital platform. Digital transformation under GST has 

simplified tax procedures and reduced paperwork, making the tax system more 

transparent and efficient. GST not only simplified the taxation structure but also 

introduced a strong digital framework for tax administration. Digital 

transformation refers to the use of digital technologies to improve processes, 

efficiency, and transparency in organizations and government systems. Under the 

GST regime, most tax-related activities are carried out online through the GST 

Portal, which provides a centralized platform for taxpayers. Businesses can register 

for GST, file tax returns, generate invoices, pay taxes, and track compliance 

digitally without visiting tax offices. The introduction of digital systems such as e-

invoicing, online return filing, and the E-Way Bill System has transformed the 

traditional manual taxation process into a technology-driven system. These digital 

initiatives have improved efficiency, reduced paperwork, increased transparency, 

and helped the government monitor tax compliance more effectively. Thus, digital 

transformation under the GST regime has played an important role in modernizing 

India’s taxation system and supporting the development of a more transparent and 

efficient economy. 

 

Objectives of the Study 

• To understand the concept of digital transformation under GST. 

• To analyses the digital systems used in the GST regime. 

• To examine the benefits of digital transformation for businesses and 

government. 

• To study the impact of digitalization on tax compliance and transparency. 

 

Digital Tools under GST 

1. Online GST Registration 

Businesses can register online through the GST portal. 

2. E-Invoicing System 

Invoices are generated electronically and verified in the GST system. 
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3. E-Way Bill System 

The E-Way Bill System helps track the movement of goods during 

transportation. 

4. Online Return Filing 

Taxpayers file GST returns such as GSTR-1 and GSTR-3B online. 

5. Digital Payment of Taxes 

Taxes can be paid through net banking, UPI, and other digital payment methods. 

 

Benefits of Digital Transformation under GST 

• Reduces paperwork and manual work 

• Improves transparency in tax administration 

• Helps in reducing tax evasion 

• Faster processing and easy compliance 

• Better monitoring by the government 

 

Challenges 

• Technical issues in the GST portal 

• Lack of digital knowledge among small businesses 

• Internet connectivity problems in rural areas 

• Frequent changes in GST rules 

 

II. CONCLUSION 

 Digital transformation under the GST regime has significantly improved 

the efficiency of the taxation system in India. Online registration, digital return 

filing, and e-invoicing have made tax administration more transparent and 

systematic. Although some challenges exist, continuous technological 

improvements will further strengthen the GST system and promote a digital 

economy. The introduction of the Goods and Services Tax (GST) has brought a 

major transformation in India’s taxation system by integrating digital technology 

into tax administration. Through the GST Portal, businesses can perform various 

tax-related activities such as registration, return filing, invoice generation, and tax 

payment in a simple and efficient online manner. Digital systems like e-invoicing 

and the E-Way Bill System have improved transparency, reduced tax evasion, and 

enhanced compliance among taxpayers. Digital transformation under the GST 

regime has reduced paperwork, minimized human intervention, and made the 

taxation process faster and more reliable. It has also helped the government in 

better monitoring and data analysis for effective tax administration. Although some 

challenges such as technical issues and lack of digital awareness among small 

businesses remain, continuous improvements in technology and digital 
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infrastructure are helping to overcome these problems. Overall, digital 

transformation under GST has strengthened the tax system in India and 

contributed to the development of a more transparent, efficient, and technology-

driven economy. 
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Abstract 

Rural women entrepreneurs play a crucial role in promoting inclusive 

development, poverty reduction, and employment generation in Tamil Nadu. The 

introduction of the Goods and Services Tax (GST) in 2017 marked a significant 

transformation in India’s indirect tax system by unifying multiple central and state 

taxes into a single framework. While GST was designed to enhance transparency, 

improve tax compliance, and formalize the economy, its implications for rural 

women entrepreneurs have been both promising and challenging. This study 

examines the opportunities created by the GST regime for rural women-led 

enterprises in Tamil Nadu, particularly those operating through self-help groups 

(SHGs), micro and small enterprises, cooperatives, and social ventures. GST has 

facilitated wider market access beyond state boundaries, enabled input tax credit 

benefits, promoted digital transactions, and encouraged integration into formal 

supply chains. These changes have the potential to strengthen financial inclusion 

and improve business scalability for rural women entrepreneurs. However, the 

study also identifies key challenges, including compliance complexity, digital 

literacy gaps, and limited awareness of tax procedures, working capital constraints, 

and infrastructural limitations in rural areas. Many micro-level enterprises struggle 

with GST registration thresholds, return filing requirements, and technological 

adoption. The paper concludes that while GST offers significant opportunities for 

inclusive development in Tamil Nadu, targeted policy support, simplified 

compliance mechanisms, digital capacity-building initiatives, and enhanced 

institutional assistance are essential to fully realize its benefits for rural women 

entrepreneurs. Strengthening these support systems can transform GST into a 

catalyst for sustainable and gender-inclusive economic growth. 
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I. INTRODUCTION 

Rural women entrepreneurs are emerging as vital agents of socio-

economic transformation in India. In Tamil Nadu, where agriculture and micro-

enterprises form the backbone of rural livelihoods, women’s participation in 

entrepreneurship has grown significantly. The implementation of the Goods and 

Services Tax (GST) in 2017 has reformed India’s indirect tax framework, impacting 

compliance, market access, and business formalization. Understanding how GST 

affects rural women entrepreneurs is essential for promoting inclusive 

development in the state. 

 

Need for the Study 

The introduction of the Goods and Services Tax (GST) in 2017 marked a 

historic reform in India’s indirect tax system, aiming to simplify taxation, promote 

transparency, and formalize the economy. While GST has significantly transformed 

the business environment across sectors, its implications for rural women 

entrepreneurs remain under-researched, particularly in the context of Tamil Nadu. 

Rural women entrepreneurs constitute an important segment of the 

informal and micro-enterprise economy. In Tamil Nadu, women actively 

participate in self-help groups (SHGs), agro-processing, handicrafts, dairy farming, 

tailoring, petty trade, and small-scale manufacturing. These enterprises not only 

generate income but also contribute to household welfare, poverty reduction, and 

local employment creation. Therefore, understanding how GST affects this 

vulnerable yet dynamic group is essential for ensuring inclusive economic growth. 

 

Statement of the Problem 

The introduction of the Goods and Services Tax (GST) was intended to 

create a unified national market, simplify taxation, and promote transparency and 

formalization of businesses in India. Over the years, GST compliance has become 

increasingly digital, structured, and rule based. While these reforms have improved 

tax administration and revenue collection, their impact on micro and small 

enterprises particularly those owned by rural women remains a matter of concern. 

In Tamil Nadu, rural women entrepreneurs play a vital role in sectors such 

as agro-processing, tailoring, handicrafts, dairy, petty trade, and small scale 

manufacturing. Many of these enterprises operate with limited capital, informal 

accounting systems, and minimal digital infrastructure. The GST regime requires 

online registration, periodic return filing, maintenance of digital invoices, and 

understanding of tax classifications such as CGST, SGST, and IGST. These 

requirements may pose significant challenges for rural women entrepreneurs who 

often face constraints such as: Limited digital literacy and technological access, 



Mayas Publication  23 

 

inadequate knowledge of tax procedures, Dependence on external tax practitioners, 

Cash flow pressures due to tax payment cycles, Fear of penalties for non-

compliance. 

Although GST provides benefits such as input tax credit, access to 

interstate markets, and formal recognition of enterprises, it is unclear whether rural 

women entrepreneurs in Tamil Nadu are fully able to utilize these advantages. 

There is also a possibility that compliance complexity may discourage formal 

registration, thereby limiting business expansion and inclusion in formal supply 

chains. 

Furthermore, despite Tamil Nada strong network of Self-Help Groups 

(SHGs) and women empowerment initiatives, there is insufficient empirical 

evidence examining how GST interacts with these institutional support systems in 

the current period (2024–2026). The gap between policy intention and ground-

level implementation may affect the inclusive development goals of the state. 

 

Review of Literature 

Abha Rani and Sunil Kumar (2025) examine the role of government 

initiatives such as SHGs, credit schemes, and skill development programs. The 

authors argue that institutional support significantly enhances women’s 

participation in entrepreneurship. Their findings emphasize that policy 

interventions must complement economic reforms like GST to ensure inclusive 

rural development. 

Ashwini Pandhare, Praveen Naik Bellampalli, and Neelam Yadava 

(2024) studied demonstrates that microfinance participation and SHG involvement 

significantly enhance women’s economic empowerment, decision-making power, 

and business sustainability. It suggests that financial inclusion plays a crucial role in 

supporting women entrepreneurs in adapting to formal systems like GST. 

Kour and Yadav (2024) examine socio-economic determinants 

influencing rural women entrepreneurs. The study concludes that education, 

financial access, and institutional support are critical for entrepreneurial success. 

Laxmi Prabha (2025) highlights the role of agripreneurship in improving 

rural women’s socio-economic status. The study concludes that agricultural value 

addition and entrepreneurship increase income stability and self-reliance among 

rural women. 

Mamta Jaisiyan (2021) studied highlights that GST has simplified the 

indirect tax structure by replacing multiple taxes; however, women entrepreneurs 

face difficulties related to compliance procedures, online filing, and tax 

documentation. The study concludes that although GST promotes transparency 
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and interstate trade, compliance burdens disproportionately affect small women-

led enterprises with limited financial and technical capacity. 

Mamta Jaisiyan (2024) finds that GST influences cost structures through 

input tax credits and tax rate classifications. While some businesses benefit from 

improved market access and formal recognition, many women entrepreneurs 

experience short-term financial strain due to compliance costs, working capital 

requirements, and limited tax literacy. 

Munusamy and Senthilkumar (2022) provide region-specific insights 

into GST’s impact on rural businesses in Tamil Nadu. The study reports mixed 

perceptions regarding GST, with concerns about compliance complexity and 

positive views on tax transparency. 

Rakshita Verma (2025) finds that digital platforms, e-commerce, and 

online payment systems enhance business visibility and profitability. However, 

digital illiteracy and infrastructural gaps remain major constraints. These findings 

are highly relevant in the GST context, as tax compliance is largely digital. 

Ramija B. (2025) identifies barriers such as lack of finance, low 

educational attainment, limited marketing skills, and social restrictions. It 

underscores the importance of capacity building and supportive policy frameworks. 

Sadashiv Madar and Girish D.H. (2025) propose a strategic roadmap 

for enhancing rural women entrepreneurship. The authors stress the importance of 

policy coherence, financial access, digital inclusion, and entrepreneurial training. 

Savithri and Samundeswari (2024) highlight significant awareness gaps 

between rural and urban populations. Limited GST literacy in rural areas directly 

affects compliance and business participation. 

Usha N. Patil and Rajeshkumar Sambhe (2025) provide a 

comprehensive review of motivational factors, socio-cultural barriers, and 

economic contributions of rural women entrepreneurs. The study highlights that 

despite structural constraints such as limited mobility and financial access, rural 

women entrepreneurs contribute substantially to local employment and income 

generation. 

 However, there is limited integrated research specifically analysing the 

combined impact of GST on rural women entrepreneurs in Tamil Nadu within the 

framework of inclusive development. This study therefore attempts to bridge this 

gap by investigative GST’s economic, digital, and socio-institutional implications 

for rural women entrepreneurs in Tamil Nadu. 
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Objectives of the Study 

The study aims to: 

• To examine the socio-economic profile of rural women entrepreneurs in 

Tamil Nadu. 

• To analyses the impact of GST on rural women-led enterprises. 

• To identify challenges faced by rural women entrepreneurs under GST. 

 

Research Methodology 

The present study adopts a descriptive and analytical research design to 

examine the socio-economic conditions of rural women entrepreneurs and to 

analyze the impact of the Goods and Services Tax (GST) on their enterprises in 

Tamil Nadu. The methodology is structured in accordance with the specific 

objectives of the study. The sample size 100 respondents depending on probability 

and selecting rural women entrepreneurs from chosen districts of Tamil Nadu to 

ensure representation of different sectors such as agro-processing, tailoring, 

handicrafts, dairy, and petty trade.  The questionnaire includes questions relating to 

age, educational qualification, and marital status, type of enterprise, years of 

experience, source of capital, income level, and membership in Self-Help Groups 

(SHGs). The data help in understanding the background characteristics influencing 

entrepreneurial performance. 

Related to GST registration status, awareness level, compliance practices, 

input tax credit benefits, changes in sales turnover, cost structure and market 

expansion after GST implementation. Secondary data are collected from GST 

Council reports, Ministry of MSME publications, Tamil Nadu Economic Survey, 

and recent research articles. Specific variables include digital literacy level, internet 

accessibility, accounting knowledge, compliance cost, reliance on tax consultants, 

and fear of penalties. Descriptive statistics such as percentage analysis and 

tabulation are used to interpret quantitative data, while narrative responses are 

examined through qualitative interpretation to understand ground-level difficulties. 

The findings are interpreted in line with the objectives to draw meaningful 

conclusions about GST’s role in promoting inclusive development among rural 

women entrepreneurs. 

 

Major Findings of the Study  

The shows that the majority (around 60%) of rural women entrepreneurs 

belong to the 30–45 years age group, indicating strong participation during the 

economically productive stage of life. Younger and older age groups constitute 

smaller proportions. 
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The analysis of primary data reveals that the majority of rural women 

entrepreneurs belong to the 30–45 years age group, indicating active economic 

participation during the middle productive age. Most respondents possess 

secondary or higher secondary education, while only a small percentage has 

graduate-level qualifications. A large proportion of respondents are married, 

balancing entrepreneurial responsibilities with household duties. 

Regarding the type of enterprise, tailoring, petty trade, dairy farming, agro-

processing, and handicrafts constitute the dominant sectors. Most businesses 

operate at a micro-enterprise level, with limited capital investment. The primary 

sources of capital include Self-Help Groups (SHGs), microfinance institutions, and 

bank loans under government schemes. 

Income levels indicate that a majority earn modest monthly incomes, 

reflecting small-scale operations. Membership in SHGs significantly contributes to 

financial support, savings habits, and collective learning. Overall, the socio-

economic profile suggests that rural women entrepreneurship is largely necessity-

driven rather than opportunity-driven. 

Secondary Education (35%) The highest proportion of respondents has 

completed secondary education. This indicates that basic schooling plays a crucial 

role in enabling women to start and manage small enterprises. Secondary education 

provides fundamental literacy, numeracy, and communication skills necessary for 

business activities. 

Higher Secondary Education (30%) A significant percentage of 

respondents have completed higher secondary education. This group may have 

comparatively better awareness of financial management, banking procedures, and 

GST compliance requirements. 

Graduate Level (20%) A smaller proportion of entrepreneurs possess 

graduate-level education. Though limited in number, this group is likely to have 

higher adaptability to digital platforms, accounting practices, and formal 

registration procedures under GST. 

 Primary Education (15%) The lowest percentages of respondents have 

only primary education. This group may face greater challenges in understanding 

regulatory frameworks, digital filing systems, and financial documentation. 

The majority of rural women entrepreneurs possess moderate 

educational qualifications (secondary and higher secondary level). Higher 

education levels are relatively limited, which may affect advanced business 

expansion, digital literacy, and GST compliance capability. Educational attainment 

directly influences entrepreneurial performance, awareness of government 

schemes, and ability to adopt new tax systems. The distribution suggests that rural 

women entrepreneurship in Tamil Nadu is supported by basic education but 
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requires additional capacity-building and digital literacy training to enhance 

business growth and formal sector integration. 

Tailoring (25%) represents the highest proportion among all enterprise 

categories. This indicates that tailoring is the most preferred activity due to low 

capital requirements, skill accessibility, flexible working hours, and steady local 

demand. It is a home-based enterprise, making it suitable for married women 

managing household responsibilities. 

Petty Trade (20%) Petty trade occupies the second-largest share. 

Activities such as small retail shops, vegetable vending, and grocery sales are 

common in rural areas. These enterprises require moderate investment and provide 

daily income flow. 

Handicrafts (20%) Handicrafts also account for a significant proportion. 

This reflects the presence of traditional skills and cultural crafts among rural 

women. However, market access and pricing challenges may affect profitability. 

Dairy (18%) Dairy farming constitutes a considerable share, showing the 

importance of agriculture-allied activities in rural livelihoods. Dairy enterprises 

often supplement family income rather than function as primary businesses. 

Agro-Processing (17%) Agro-processing has the lowest percentage 

among the listed categories. Although it has growth potential, it generally requires 

higher capital investment, machinery, storage facilities, and regulatory compliance, 

which may limit participation. 

The chart clearly indicates that rural women entrepreneurs are 

concentrated in traditional, low-capital, micro-scale enterprises. Most activities are 

home-based or community-based, allowing women to balance economic and 

domestic responsibilities. The dominance of tailoring and petty trade suggests that 

entrepreneurship is largely necessity-driven, rather than opportunity-driven. 

Limited representation in agro-processing indicates barriers such as capital 

constraints, technical knowledge gaps, and regulatory challenges. 

Regression Analysis 

Y=a+b1X1+b2X2+b3X3+e 

Where:     Y = Sales turnover  

Model Specification 

The regression of the enterprise 

X1 = GST awareness level 

X2 = GST registration status 

X3 = Input tax credit benefit 

a = Constant 

b1, b2, b3 = Regression coefficients 

e = Error term 
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Table 1 

Regression Results 

Variables Coefficient 

(β) 

Standard 

Error 

t-

value 

Significance 

Constant 1.845 0.512 3.60 0.001 

GST Awareness (X1) 0.428 0.132 3.24 0.002 

GST Registration (X2) 0.315 0.148 2.13 0.035 

Input Tax Credit (X3) 0.267 0.120 2.22 0.028 

R² 0.56 

F-value = 18.42 

 

Significance = 0.000 

The R² value of 0.56 indicates that 56% of the variation in sales turnover is 

explained by GST awareness, GST registration, and input tax credit benefits. 

The coefficient of GST awareness (β = 0.428) is positive and statistically 

significant, indicating that higher awareness about GST leads to better business 

performance. 

GST registration (β = 0.315) also shows a positive impact on sales 

turnover, suggesting that registered enterprises have better market opportunities. 

The coefficient of Input Tax Credit (β = 0.267) is significant, meaning that 

businesses benefiting from tax credit experience improved profitability. 

The F-value (18.42) with significance level below 0.05 indicates that the 

regression model is statistically significant. 

The regression results indicate that GST awareness, GST registration, and 

input tax credit benefits have a positive and significant impact on the sales 

turnover of rural women entrepreneurs. This suggests that improving awareness 

and encouraging GST registration can enhance the business performance of rural 

enterprises. 

The study reveals that nearly 60% of rural women entrepreneurs belong to 

the 30–45 years age group, indicating that women in the middle productive age are 

more actively involved in entrepreneurial activities. Younger and older age groups 

represent a smaller share of participants. 

The educational profile shows that most respondents possess secondary 

(35%) and higher secondary education (30%), while 20% have graduate-level 

education and 15% have only primary education. This indicates that rural women 

entrepreneurs generally have moderate educational qualifications, which help them 

manage basic business activities but may limit advanced financial or digital skills. 
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A large proportion of respondents are married, suggesting that rural 

women often balance entrepreneurial activities with household responsibilities. 

This reflects the dual role played by women in rural economic and family life. 

The study shows that rural women are mainly engaged in traditional and 

low-capital micro enterprises. Tailoring (25%) is the most common activity due to 

low investment and home-based work. Petty trade (20%) and handicrafts (20%) 

also represent major sectors. Dairy farming (18%) supports household income. 

Agro-processing (17%) has the lowest share due to higher capital and technical 

requirements. 

Most entrepreneurs depend on Self-Help Groups (SHGs), microfinance 

institutions, and bank loans under government schemes. SHG membership plays 

an important role in financial support, savings habits, and collective learning. 

The majority of respondents earn modest monthly incomes, indicating 

that most enterprises operate at a micro scale level with limited capital investment. 

The findings suggest that rural women entrepreneurship is largely necessity 

driven rather than opportunity driven, as many women start businesses to support 

household income. 

The regression analysis shows that GST-related factors significantly 

influence the sales turnover of rural women entrepreneurs. The coefficient of GST 

awareness (β = 0.428) is positive and statistically significant, indicating that higher 

awareness about GST improves business performance and sales turnover. 

The coefficient of GST registration (β = 0.315) shows that registered 

enterprises benefit from better market access, credibility, and formal business 

opportunities. 

The coefficient of Input Tax Credit (β = 0.267) is also positive and 

significant, indicating that tax credit benefits reduce production costs and improve 

profitability. 

The R² value of 0.56 indicates that 56% of the variation in sales turnover is 

explained by GST awareness, GST registration, and input tax credit benefits. The 

F-value (18.42) with significance level 0.000 confirms that the regression model is 

statistically significant and reliable. 

 

II. CONCLUSION 

The study concludes that rural women entrepreneurship in Tamil Nadu 

plays an important role in promoting rural economic development and women’s 

empowerment. Most women entrepreneurs operate small scale, low-capital 

enterprises such as tailoring, petty trade, handicrafts, and dairy activities. These 

enterprises provide supplementary income and support household financial 

stability. The socio-economic profile indicates that moderate educational 
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attainment, marital responsibilities, and limited capital resources shape the 

entrepreneurial activities of rural women. Self-Help Groups and microfinance 

institutions play a crucial role in supporting entrepreneurship by providing access 

to credit and encouraging collective learning. 

The empirical analysis further highlights that GST awareness, GST 

registration, and input tax credit benefits have a positive and significant impact on 

the sales turnover of rural women entrepreneurs. Entrepreneurs who are aware of 

GST procedures, registered under the system, and able to utilize input tax credit 

tend to experience better business performance and higher sales turnover. 

However, the limited level of higher education and digital literacy among 

rural women entrepreneurs may restrict their ability to fully utilize GST related 

benefits. Therefore, capacity building programmes, financial literacy training, digital 

skill development, and targeted government support are essential to strengthen 

rural women enterprises. 

Overall, enhancing GST awareness, simplifying compliance procedures, 

and improving access to finance and training can significantly improve the growth, 

sustainability, and formalization of rural women entrepreneurship in Tamil Nadu. 
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Abstract 

This article focused on the important role of GST and Employment 

Generation in India. Introduction of the Goods and Services Tax (GST) in India 

on July 1, 2017, marked a historic shift towards a unified, destination-based 

indirect tax system, aimed at creating "One Nation, One Tax, One Market." This 

study examines the multi-faceted role of GST in the Indian economy, with a 

specific focus on its impact on employment generation. By subsuming various 

central and state indirect taxes, GST has reduced the cascading effect of taxes, 

lowered logistical costs, and enhanced ease of doing business, primarily benefiting 

sectors like manufacturing, logistics, warehousing, and e-commerce.  

The findings indicate that GST has acted as a catalyst for 

the formalization of the economy, encouraging small and medium-sized 

enterprises (MSMEs) to enter the tax net to leverage Input Tax Credit (ITC). While 

the initial implementation phase caused temporary disruptions, particularly within 

the informal sector, the long-term impact on employment has been positive, 

especially through increased demand for skilled professionals in GST compliance, 

taxation, and IT-driven administrative roles. Furthermore, the reduction of 

interstate trade barriers and increased investment in organized retail and 

manufacturing have generated new job opportunities. However, the transition 

remains challenging for smaller, cash-driven enterprises. The study concludes that 

ongoing refinements to the GST framework, particularly aimed at simplifying 

compliance for MSMEs and enhancing technological adoption, are crucial for 

maximizing its potential in sustainable, long-term employment generation.  

Keywords: Formalization, Skilled, Professional 

 

I. INTRODUCTION 

Goods and Services Tax (GST) in India has spurred employment by 

fostering a formal economy, lowering logistics costs, and boosting sectors like e-

commerce, logistics, and manufacturing. By simplifying tax compliance and 

reducing tax cascading, it has increased productivity and job opportunities, 

particularly for youth, in sectors like textiles and automobiles.  
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Impacts on Employment Generation 

 Formalization of the Economy: GST has encouraged the transition of 

businesses from the informal to the formal sector, increasing formal employment 

opportunities. 

Sector-Specific Growth: 

Logistics & E-commerce: The removal of state-level barriers has led to 

significant job creation in warehousing and logistics. 

Manufacturing: Reduced tax burdens on materials (e.g., in the textile sector) have 

boosted production and employment. 

 MSMEs: Simplified, rationalized, and lower tax rates have aided Micro, 

Small, and Medium Enterprises (MSMEs) in expansion, boosting employment, 

especially in rural areas. 

Boost to Infrastructure: Reduced GST rates on cement and construction 

materials have increased demand in the real estate sector, driving job creation. 

Technological Shift: The digital nature of GST has increased the demand for 

skilled workers in tax compliance, fintech, and digital services.  

 While the immediate impact on jobs was varied, the long-term, structural 

changes brought by GST are aimed at increasing efficiency and creating a more 

robust, employment-generating economy. 

 

Challenges and Outlook: 

 While GST has fostered a more organized, "formal" employment 

structure, the transition has been challenging for some, with concerns about 

compliance costs for small businesses. However, ongoing reforms are aimed at 

reducing these burdens and creating a more inclusive, high-growth economy.  

The Goods and Services Tax (GST) in India has impacted employment by 

streamlining indirect taxes, reducing logistical bottlenecks, and fostering a formal 

economy. By reducing tax rates for MSMEs and labor-intensive sectors like textiles 

and handicrafts, GST aims to boost production, decrease costs, and increase job 

opportunities, especially for youth and in rural areas.  

 

Impacts of GST on Employment Generation: 

Boost to Labor-Intensive Sectors: Reduced GST rates on handicrafts, textiles,  

toys, leather, and footwear encourage growth in these sectors, which are major 

employers, particularly for women and rural artisans.  

Support for MSMEs: Simplified compliance and input tax credits allow MSMEs 

to expand, enhancing productivity and generating demand for both skilled and 

unskilled labor. 

https://www.google.com/search?q=Labor-Intensive+Sectors&oq=GST+and+Employment+generation+in+india&gs_lcrp=EgZjaHJvbWUyBggAEEUYOTIHCAEQIRigATIHCAIQIRiPAjIHCAMQIRiPAtIBCzE4Mzk0NmowajE1qAIIsAIB8QVaz94LjfdAOPEFWs_eC433QDg&sourceid=chrome&ie=UTF-8&mstk=AUtExfDmq75wkOwpwYLhZhwhVVBsgGmujR6be-JgMzmW-suOUFvg_UgTich8bJ1l3_LhWhE8gE0gtkQatyccboN-nSinkVK6IbhOgQUqa0ewLbLGYuf-1MUHxQxZVFChMf1veLrEVBCBaS23p-qh-F3ROtMTL1hWSGRe3vbeB3aI9rua7Sk&csui=3&ved=2ahUKEwixhdu-8PiSAxVC3TgGHQtPAJ0QgK4QegQIAxAB
https://www.google.com/search?q=MSMEs&oq=GST+and+Employment+generation+in+india&gs_lcrp=EgZjaHJvbWUyBggAEEUYOTIHCAEQIRigATIHCAIQIRiPAjIHCAMQIRiPAtIBCzE4Mzk0NmowajE1qAIIsAIB8QVaz94LjfdAOPEFWs_eC433QDg&sourceid=chrome&ie=UTF-8&mstk=AUtExfDmq75wkOwpwYLhZhwhVVBsgGmujR6be-JgMzmW-suOUFvg_UgTich8bJ1l3_LhWhE8gE0gtkQatyccboN-nSinkVK6IbhOgQUqa0ewLbLGYuf-1MUHxQxZVFChMf1veLrEVBCBaS23p-qh-F3ROtMTL1hWSGRe3vbeB3aI9rua7Sk&csui=3&ved=2ahUKEwixhdu-8PiSAxVC3TgGHQtPAJ0QgK4QegQIAxAD
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Logistics and Efficiency: The removal of interstate check posts (due to the "one 

nation, one tax" system) has reduced transit times and logistics costs, boosting 

manufacturing and related employment. 

Formalization of the Economy: GST incentivizes registration, bringing more 

businesses into the formal sector, which provides better job security and 

opportunities. 

Sector-Specific Growth: Recent reforms targeting a 5% GST rate for many goods 

and lower rates for services like gyms/fitness centers are aimed at creating jobs and 

increasing affordability. Job Work and Manufacturing: The system encourages 

outsourcing of manufacturing processes to specialists (job work), creating 

specialized jobs. 

While GST was introduced with the goal of creating jobs through 

economic growth, its direct impact on employment is often viewed alongside 

broader economic policies. The long-term effects are generally associated with a 

more competitive and transparent business environment. 

 

Implementation of GST has increased the jobs: 

 Finance Minister Arun Jaitley said that the country needs the better 

implementation of the GST by September 2017 as the implementation would 

create jobs in large scale. 

The implementation of GST has increased the jobs in the formal sector 

such as automobiles, logistics, e-commerce and cement. E-commerce and logistics 

have created maximum job due to more demand while the cement industry is 

expected to create jobs due to high profitability rate. 

According to a study done by a staffing firm named Team Lease Services, 

the passage of GST bill will see growth in the job market and the single-tax system 

will play a vital role. The firm suggested that there will be 11-18 percent of 

additional jobs per year in the above-mentioned sectors. 

GST (Goods and Service Tax): 

GST (Goods and Service Tax) is a new tax regime for the current taxation 

system of India. But the important issue is: 

What impact has it done on the Indian economy after GST became applicable in 

India? 

What is new in GST which helps us create a better Indian economy? 

What is the impact on jobs, inflation, etc.? 

 There are lots of questions which are still not answered anywhere and here 

we can just hope for the better India after this biggest change in the taxation 

system. 
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Past Scenario: 

In a past scenario, there were lots of loopholes in indirect tax laws. The 

loopholes had increased tax evasion and black money in India, and as a result of 

this, inflation rate became high and the differences between the rich and the poor 

were increasing day-by-day. 

After the implementation of the new tax regime, the possibilities of job 

expansion in the Indian economy have increased as the GST is a promising 

opportunity which has implemented from July 1 this year. 

According to the sources, companies appointed accountants and tax 

consultants for a better approach towards the GST. However, GST has been 

considered fruitful to the financial professionals and also demanding around one 

lakh tax consultants as soon as possible. 

Present Scenario: 

Accordingly, various other sectors like e-commerce, retailing, 

manufacturing, services, logistics, supply chain, banking and financial sector will 

see a substantial rise in the job opportunities in the upcoming season. 

IT companies preparing GST software: 

Also, the major part of the development is handled by the IT companies 

preparing GST software, as the IT sector is playing a significant role in expanding 

the GST across the nation. 

GST has tried to increase the transparency in transactions and GST return 

systems, while there are some provisions like as per sellers sales register in 

purchaser’s purchase registers entry will do automatically and that’s why no 

manipulation in the transaction is possible and it will help to reduce the black 

money and tax evasion in GST. 

New job Opportunities: 

After GST, as supposed that it would help to increase in new job 

opportunities. Currently, our country has the largest population of the world and 

the biggest problem here is the unemployment to the educated and skilled persons. 

After application of GST, the business process became easier and the 

expansion of business is possible. As well as GST has increased the new business 

plan and motivated the new businessmen to take new initiative regarding business 

and consequently, the jobs and self-employment have increased in India. 

Again, GST represents a good image of India across the world. Many 

countries already incorporate GST to their states and there is a pressure of 

different countries up to India that GST should applicable here successfully and 

after GST application to India, the working environment for companies must be 

much friendly. 

https://blog.saginfotech.com/free-download-gst-software
https://blog.saginfotech.com/free-download-gst-software
https://blog.saginfotech.com/free-download-gst-software
https://blog.saginfotech.com/operation-clean-money
https://blog.saginfotech.com/operation-clean-money
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So that multinational companies come here and do their business without 

any difficulties. We can say that GST will attract multinational companies to come 

here and it will help in increasing jobs. 

 Goods and Services Tax Impact on Common Man in India: 

The Indian service and job arena has vast opportunities for the young 

generation, as the GST accommodates most of the working-class population and 

job seekers into a well-designed approval. The GST is very ambitious in setting up 

job maximization and has also invited many global companies to a proposal in 

Foreign Direct Investment. 

The domestic demand has shown growth after the GST implementation 

and this also has increased the job chances to soar high as the domestic demands 

have the tendency to fluctuate in various aspects and can generate a high frequency 

for the working force to indulge and take the services and increase the demand 

towards the completion. 

As GST is a new law and lots of people are not much aware of this so it is 

possible that the people who know about GST can be in demand for companies so 

they can help for better tax administration for the corporate sector. 

Haryana Government’s Initiative to Grant GST-Related Jobs: 

Haryana Government has announced that B.com and M.com passed 

youngsters will get jobs due to GST. Under ‘Haryana Yuva Saksham Yojana’, the 

government will try to provide training in GST to registered B.com and M.com 

pass-outs and operate them in the field. This move definitely helps the traders and 

businesses to file GST return easily. Help the businesses in GST: 

The training of registered youth will initiate from 15 December. In the 

first step, Haryana Vishwakarma Skill University (HVSU) will be providing skill 

training for 18 days. Under this scheme, around 75 GST master trainer and 1000 

GST accountants will be prepared to help the businesses in GST filing. 

Haryana’s Minister for Industries & Commerce, Environment and 

Industrial Training, Vipul Goel said that it is an opportunity for B.com and M.com 

graduates and it will help in providing skilled staff in the industrial sector. 

He further said that in upcoming time, Haryana will be no. 1 state in 

providing skill development training and generating employment opportunities. 

Haryana is continuously signing the MoU with skill development universities and 

industrial units. 

He mentioned that apart from generating the opportunities for Haryana’ 

youths, the Haryana government is ready to collaborate with other states to help in 

providing skill development and training initiative. 

The skill development universities will soon be providing training to ITI 

passed youths to do graduation and post graduation also. Haryana is the first state 

https://blog.saginfotech.com/gst-impact-on-common-man
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who has formed skill development university. To make the career of youth, the 

government will put full efforts and establish it as an ideal university. 

 

Demonetization and GST Impact on Job Creation: 

There is a huge gap in labor factor considering males and females. India 

has the lowest proportions of working females which are 26% in the world. The 

data doesn’t show any change after GST and demonetization as well. 

Further, the household survey shows that men (ageing 22-25) have no 

option than to work. Therefore, India has a very low unemployment rate which is 

3-4%. On the other hand, many feel that they can’t get the desired jobs here. As 

thousands of workers apply for a low-level government job for job security and 

benefits, they end up with the disappointment of typical workers. 

 

II. CONCLUSION 

It is also true that demonetization and GST decreased the jobs in the 

informal sector which consist many Indian employees. Many were fired in a 

shortage of cash payment after demonetization. 

Further, it created the way for formal jobs. The addition of GST as well 

gave shelter to GST payers. Slowly, GST will remove the small informal firms and 

move to formal one which will surely create more jobs for people. Alongside, they 

will also get the benefits of job safety and benefits in the formal sector. 
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I. INTRODUCTION 

Industries have played an important role in the economic development of 

India during pre- and post-independence era. Within the Industrial sector, Micro, 

Small and Medium Enterprises (MSMEs) holds one of the most important places 

in the Indian Economy. These enterprises contribute significantly to the economy 

via generation of employment, national income, foreign exchange, exports, and 

other measures. This sector accounts for 40 per cent of total manufacturing output 

and approximate 40 per cent of total exports. MSMEs contribute around 8 % of 

GDP. MSMEs are significantly contributing in the economic development of the 

rural areas as well and are providing largest employment to the ruralises. These 

enterprises are more labour intensive and an important tool for rural 

industrialization. This sector is reducing regional imbalances and widespread 

income and wealth inequalities. Due to this invaluable contribution of MSME 

sector, government of India has initiated various programmes and policy measures 

for the promotion and development of this sector. During the last few 

years, government of India has initiated many innovative and protective policy 

measures for this micro, small, and medium enterprises. Due to liberal approach of 

government towards this sector, academicians say “India has as much industrial 

policies as it has industries”. With this view, let us discuss the various policy 

initiatives of the government for the promotion of micro, small, and medium 

enterprises. 

 

Overview of MSMEs 
 Micro, Small and Medium Enterprises (MSMEs) consist of those 

enterprises which are engaged in production of goods which pertains to any 

industry and are specified in the first schedule of Industry Development 

&Regulation Act, 1951. These enterprises can be further classified as registered and 

unregistered Enterprises. 
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Definition of MSMEs 

 As per MSME Development Act, 2006, following are the classification of 

MSMEs on the basis of their investment in plant & machinery and equipments: 

 

Manufacturing Sector 

A. Micro enterprise:  

An enterprise is classified as micro enterprise under manufacturing sector 

where Investment in plant and machinery is up to Rs 25 lakhs.  

B. Small enterprise:  

An enterprise is classified as small enterprise under manufacturing sector if 

investment in plant and machinery is more than Rs 25 lakhs but less than Rs 5 

crore. 

C. Medium enterprise:  

An enterprise is classified as medium enterprise under manufacturing sector, if 

investment in plant and machinery is more than Rs 5 Crore but is less than Rs 

10 crore. 

  

Service Sector 

A. Micro enterprise:  

An enterprise is classified as micro enterprise under service sector if 

investment in equipment does not exceed Rs 10 lakhs. 

B. Small enterprise:  

An enterprise is classified as small enterprise under service sector, if 

investment in equipment is more than Rs 10 lakhs but less than Rs 2 crore. 

C. Medium enterprise:  

An enterprise is classified as medium enterprise under service sector, if 

investment in equipment is more than Rs 2 crore but less than Rs 5 crore. 

 

Policy Initiatives by Government of India for MSMEs 

 MSMEs which play such a pertinent role in the economic 

development have been plagued with number of problems and challenges. 

Majorities of enterprises under MSMEs are tiny and micro enterprises and these 

enterprises face problems of labour, credit, shortage of market, low remunerative 

prices for the products, etc. These enterprises are prone to internal and external 

challenges like competition from big industries both domestic and International. 

Poor Quality and low standard of the product are another weak area apart 

from various threat posed by policies of liberalisation and Globalisation. In light of 

the above, Government of India have initiated plethora of reforms and policies for 

the growth and development of these enterprises and entrepreneurs. Some of the 

major policies and reforms are as follow: 
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MSME Development Act 2006 (MSMEDA 2006) 

 Before the MSME Development Act 2006 (MSMEDA, 2006), micro, 

small and, medium enterprises were considered as individual enterprises and there 

were different rules and regulation for them. Though the need of all three were 

same but they did not get appropriate attention from the policy makers. 

These enterprises were in lacklustre, only limited to rural areas, and were on verge 

of extinction. In order to promote, to enhance competitiveness, to provide market 

and to integrate these three tiers of enterprises, MSME Development Act 2006 was 

enacted. The MSME Development Act 2006 came into effect on 2nd October 

2006. Since the enactment of law, both the Central and State Governments have 

taken effective steps towards implementation of the Act. Government has also set 

up a separate Ministry of Micro, Small, and Medium Enterprises. 

 

National Board for MSME 

 Under MSME Development Act 2006, it was suggested to constitute a 

National Board for Micro, Small and Medium Enterprises. The important 

functions of this board will be: 

i. Critically review the various policies and programmes of the 

government. 

ii. Examine the various factors which hinder the promotion and 

development of MSMEs. 

iii. Suggest the measures which can lead the promotion and development 

of these enterprises along with enhancing their competitiveness. 

iv. Provide suggestions to the central government to use the fund or 

different funds which are constituted under section 12 of MSME act, 

2006 

 

Reservation of Products 

 To provide assured market for the products produced by MSME 

enterprises and to counter the challenges and competition offered by the process 

of liberalization and globalization, government framed the policy for reservation of 

products which are exclusively manufactured by Micro, Small and Medium 

Enterprises (MSMEs). The policy of reservation of products for micro and small 

enterprise sector started in 1967. The main consideration behind this policy was to 

counter the challenges of regional industrial imbalances, employment generation 

through self-employment ventures, etc. Initially 821 items were reserved under the 

reservation policy. Subsequently the number was reduced to 799 items in 2001-02, 

and then the list was further reduced to 20 items and in year 2015, remaining 20 

items reserved exclusively for MSMEs were de-reserved. 
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National Manufacturing Competitiveness Programme (NMCP) 

 For the long-term survival of MSMEs in global competitive environment 

and for the better adjustment of MSMEs in the competitive era of 

LPG, government of India in the Budget of 2005-06, announced formulation of a 

National Manufacturing Competitiveness Programme (NMCP). There are eight 

components under NMCP, which are given below: 

i. Support for Entrepreneurial and Managerial Development of Small and 

Medium Enterprises (SMEs) through Incubator (INCUBATOR). 

ii. Building Awareness on Intellectual Property Rights (IPRs). 

iii. National Programme for Application of Lean Manufacturing (LEAN). 

iv. Enabling Manufacturing Sector to be Competitive through Quality 

Management Standards and Quality Technology Tools (QMS/QTT).  

v. Technology Upgradation and Quality Certification Support to SMEs 

(TEQUP).  

vi. Marketing Assistance for SMEs and Technology Up gradation 

Activities (MARKETING).  

vii. Design Clinic Scheme to bring Design expertise to the Manufacturing 

Sector (DESIGN)  

viii. Promotion of ICT in Indian Manufacturing Sector (ICT). 

  

Prime Minister’s Task Force on Micro, Small and Medium Enterprises 

 The Government of India constituted a Prime Minister’s Task Force on 

Micro, Small &Medium Enterprises (MSME) on 2ndSeptember, 2009, which 

subsequently submitted its report on 30th January, 2010. The task force was 

constituted to discuss and reflect on the various issues which were raised by 

various associations and other stakeholders involved in these enterprises. The 

report made recommendations related to policy/programme support, institutional 

matters and legal/regulatory measures for the growth of MSMEs in the country. 

The areas on which recommendation were made include credit, 

marketing, labour issues, rehabilitation, exit policy, infrastructure/technology/skill 

development, taxation and special measures for North-Eastern Region and Jammu 

& Kashmir. The Task Force in its report recommended for expanding the 

coverage and for strengthening the schemes/programmes of the Ministry of 

MSME. 

Rajiv Gandhi Udyami Mitra Yojana (RGUMY) 

 With the objective of providing support and guidance to the 

entrepreneurs, government launched Rajiv Gandhi Udyami Mitra Yojana 

(RGUMY) in 2008. Under this scheme, financial assistance is provided to selected 

lead agencies called Udyami Mitras. This scheme provides assistance and support 

to the first-generation entrepreneurs. First generation entrepreneur are those 

entrepreneurs who have ventured into business for the first time. A toll-
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free helpline Udyami Helpline‟ (1800-180-6763) is created to provide support, 

guidance, and assistance to first generation entrepreneurs as well as other existing 

entrepreneurs regarding various promotional schemes which are run by the 

Government. Government also provides information which is necessary for 

running enterprises through Udyami Helpline. 

 

Public Procurement Policy 

 To provide government support, government of India notified Public 

Procurement Policy for Micro &Small Enterprises (MSEs) which is 

applicable for every Central Ministry, department, and PSU. This scheme came 

into force from 1st April, 2012. Under Public Procurement Policy for MSEs, out 

of total procurement of every Central Ministry, department, and PSU, they should 

procure minimum 20 per cent from Micro and Small Enterprises (MSEs). In order 

to provide further leverage to Mses run by SC/ST people, under the above policy 

out of 20% target of annual procurement from MSEs, a sub-target of 4% is 

earmarked for procurement from MSEs owned by Scheduled Caste (SC)/ 

Scheduled Tribe (ST) entrepreneurs. Further to support MSEs and to reduce 

transaction cost of doing business, MSEs are facilitated by providing them tender 

sets free of cost, exempting them from payment of earnest money, adopting e-

procurement to bring in transparency in tendering process. 

 

Credit Guarantee Fund Scheme (CGFS) for Micro and Small Enterprises 

 One of the major problems faced by these enterprises is lack of 

credit. Non availability of credit at reasonable rate has been a main hurdle in the 

path of success of these enterprises. To solve this problem, Government of India 

launched Credit Guarantee Fund Scheme on August 30, 2000. This scheme aims to 

provide credit without the need of keeping collateral to the micro and small 

enterprises. To facilitate this scheme, Ministry of MSME and Small Industries Bank 

of India established a trust called Credit Guarantee Trust for Micro and Small 

Enterprises. Under this scheme, the eligible candidates can borrow for both term 

loans and working capital facility up to Rs.100 lakhs per borrowing unit, which is 

extended further without any collateral security or third-party guarantee, to a new 

or existing micro and small enterprise. 

 

Quality Upgradation 

 MSME are often criticized for not having good quality products, this is 

one of the main obstacles for the marketing of the products. Realising the given 

facts and to give boost to quality improvement and for technology up 

gradation, government launched a scheme to provide incentive to those enterprises 
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which have acquired ISO 9000/ISO 14001/HACCP certifications. The scheme 

envisages reimbursement of charges of acquiring ISO-9000/ISO – 14001/HACCP 

certifications to the extent of 75% of the expenditure, which is subject to a 

maximum of Rs. 75,000/ in each case. This scheme is to encourage these 

enterprises to go for certification. Earlier, main problem for certification was a bit 

expensive process of certification in terms of cost. So, with this policy, these 

enterprises are motivated to get certification and that to at a subsidized price. 

Credit Linked Capital Subsidy Scheme 

 The shortage of capital is another hurdle in the growth and development 

of MSMEs. The credit linked capital subsidy scheme try to remove this hurdle by 

providing capital subsidy to these enterprises. Under this scheme, capital subsidy is 

provided to entrepreneurs for modernisation of their production equipment and 

techniques. Further under this scheme, a capital subsidy of 12 % is provided on the 

institutional finance availed by them for introduction of upgraded/modern 

technology in the selected sub-sectors or products which are approved under the 

scheme. Under this scheme, actual loan amount should not exceed Rs 40 lakhs. 

Since 2004-05, this scheme is revised and now the ceiling for loan is raised to Rs. 1 

crore from Rs 40 lakhs and rate of subsidy now stand 15 %. 

 

Fiscal Support 

 Government of India (GOI) provides various fiscal supports to small, 

medium, and large enterprises considering the different factors and unique nature 

of this sector. These fiscal measures include: 

i. Increase in General Excise Exemption (GEE) limit as well as eligibility 

limit for GEE. 

ii. Liberal time for payment of statutory due like excise duty by extending 

the time. 

iii. Extension of GEE benefits upon upgradation of small enterprise into 

medium enterprise up to a fixed time period. 

  

Cluster Development Programme 

 Due to globalization, it is difficult for small type enterprises to survive in 

isolation in this competitive environment. Government of India, taking lead from 

UNIDO‟s cluster development programme had launched Small Industries Cluster 

Development Programme (SICDP). This programme is now renamed considering 

the relevance of this sector as Micro and Small Enterprises Cluster Development 

Programme (MSECDP). The basic aim of this programme is overall development 

of cluster, development of Common Facility Centres (CFC), developing plot/sites 

for enterprises, upgrading industrial infrastructure, arrangement of exhibition halls, 

and creation of need based infrastructure. 
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Technology Related Support 

 Government at various levels tries to provide technological supports to 

micro, small, and medium enterprises to enable this sector to compete in the global 

economy. Technology is a sound measure of competitiveness and survival in the 

competitive world. Government made various provisions for the upgradation of 

technologies of small enterprises: 

i. Development of four Training-cum-Product Development Centres 

(TPDC) for agro and food processing units at Small Industries Service 

Institutes (SISIs) to facilitate the promotion of MSEs in the food 

processing sector. 

ii. Establishment of Central Footwear Training Institute (CFTIs) to 

strengthen, expand, and assist micro and small enterprises. 

iii. Extension and promotion of ecofriendly technology for bricks 

manufacturing and electric pumps manufacturing enterprises to make 

them energy efficient and eco friendly. 

iv. Establishment of Technology Mission to assist Micro, Small, and 

Medium Enterprises (MSMEs). 

  

Enterprising and Management Support 

 Government also provides entrepreneurial and managerial support to 

MSMEs through the following policy measures: 

i. Organising Entrepreneurial Development Programmes (EDPs) for 

entrepreneurs from socially deprived classes and physically challenged 

persons. 

ii. Special training to entrepreneurs in the area of information technology, 

catering, food processing, and other emerging fields like 

biotechnologies, etc. 

iii. Financial assistance to business schools and other selected institutes to 

run special need-based courses for entrepreneurs. 

iv. Special scheme launching capacity building programme, 

strengthening data base of MSME sector. 

v. Need assessment of enterprises to enhance the competitiveness of 

micro, small, and medium enterprises.  

Other Measures 

 Government is also providing support to MSME sector through other 

policy measures: 

i. Marketing support. 

ii. Empowerment of women owned enterprises. 

iii. Strengthening of Prime Minister’s Rozgar Yojna (PMRY), etc. 
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II. CONCLUSION 

 With increased thresholds, businesses now have greater opportunities to 

expand operations without losing MSME benefits, secure easier financing, and 

participate actively in government initiatives. This reform supports business 

growth, job creation, and long-term economic development. Entrepreneurs should 

reassess their eligibility, explore new funding options, and leverage these benefits 

for sustained expansion. As India progresses toward its $5 trillion economy goal, 

this policy shift serves as a catalyst for strengthening the MSME ecosystem, 

fostering innovation, and driving sustainable growth. 
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Abstract 

 One of the biggest tax reforms in India's economic history was the 

implementation of the Goods and Services Tax (GST). On July 1, 2017, the Goods 

and Services Tax (GST) took the place of several indirect taxes and created a single 

tax system for the whole country. The GST framework's heavy dependence on 

digital technologies for tax administration and compliance is one of its unique 

features. The Goods and Services Tax Network (GSTN) oversee the internet 

infrastructure that powers the entire system, allowing for electronic registration, 

return filing, invoice creation, and tax payments. The tax system's accountability, 

efficiency, and transparency have all greatly increased thanks to this technology-

driven strategy. The idea of digital transformation within the GST system is 

examined in this essay, with an emphasis on its technological foundation, major 

digital efforts, advantages, and difficulties. Initiatives that improve compliance and 

enable real-time transaction monitoring, like electronic invoicing, electronic return 

filing, and the E-Way Bill System, are highlighted in the report. The paper states 

that India's digital revolution under the GST has enhanced economic management 

and modernized tax governance. 

Keywords: GST, Digital Transformation, Tax Administration, E-Governance, E-

Invoicing, E-Way Bill, India 

 

I. INTRODUCTION 

Taxation is one of the most important sources of government revenue and 

plays a vital role in economic development and public administration. In India, the 

indirect taxation system before 2017 consisted of several taxes imposed by both 

the central and state governments, such as excise duty, service tax, value-added tax 

(VAT), and central sales tax. This fragmented system created administrative 

complexities, tax cascading, and compliance difficulties for businesses (Kumar, 

2019). To overcome these issues, the Government of India introduced the Goods 

and Services Tax (GST), which aimed to unify the indirect tax structure and create 

a common national market. GST is a destination-based tax that is levied on the 

supply of goods and services throughout the country (Agarwal & Singh, 2021). 

One of the most innovative aspects of GST is the extensive use of digital 
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technology in tax administration. The GST system operates through the digital 

infrastructure managed by the Goods and Services Tax Network (GSTN). This 

platform allows taxpayers to perform various activities online, including 

registration, filing of returns, tax payments, and refund claims (Sharma & Gupta, 

2022). 

 Digital transformation under GST has significantly changed the 

relationship between taxpayers and the government. The automation of tax 

processes has minimized manual intervention, improved transparency, and 

enhanced the efficiency of tax administration (Singh & Verma, 2021). 

Furthermore, digital technologies have enabled real-time monitoring of business 

transactions, reducing opportunities for tax evasion and improving compliance. 

 This article aims to analyses the digital transformation brought about by 

the GST regime in India. It discusses the technological framework of GST, the 

major digital initiatives implemented under the system, and the benefits and 

challenges associated with digital tax administration. 

 

Concept of Digital Transformation in the GST Regime 

Digital transformation refers to the integration of digital technologies into 

various organizational processes in order to improve efficiency, transparency, and 

productivity. In the context of taxation, digital transformation involves the use of 

information technology systems to automate tax processes, simplify compliance, 

and enhance data management (Gupta & Sharma, 2020). The GST framework 

represents one of the largest digital taxation systems in the world. The entire tax 

administration system is supported by the digital infrastructure developed and 

managed by the Goods and Services Tax Network (GSTN). This network 

connects taxpayers, banks, and government authorities through a common portal, 

enabling seamless communication and data sharing (Government of India, 2022). 

Under the GST regime, businesses are required to upload their transaction 

details to the GST portal, which allows tax authorities to monitor transactions in 

real time. This digital system reduces the reliance on manual documentation and 

enhances the efficiency of tax administration (Agarwal & Singh, 2021). Digital 

transformation under GST also supports the broader objectives of e-governance in 

India. By integrating digital tools into tax administration, the government has been 

able to simplify compliance procedures and improve service delivery for taxpayers 

(Singh & Verma, 2021). 
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Technological Infrastructure of GST 

The digital infrastructure of GST is designed to support large-scale tax 

administration across the country. The system is built around the online GST 

portal, which serves as a single interface for taxpayers, tax authorities, and financial 

institutions. The Goods and Services Tax Network (GSTN) acts as the 

technological backbone of the GST system. It manages the IT infrastructure 

required for registration, return filing, tax payments, and data processing 

(Government of India, 2022). The GST portal integrates multiple stakeholders, 

including businesses, banks, tax authorities, and regulatory agencies. This 

integrated digital ecosystem ensures efficient data exchange and real-time 

monitoring of transactions (Sharma & Gupta, 2022). Furthermore, advanced data 

analytics tools are used to identify discrepancies in tax returns and detect cases of 

tax evasion. These technologies improve the effectiveness of tax administration 

and enhance revenue collection (Gupta & Sharma, 2020). 

 

Major Digital Initiatives under the GST Regime 

Online GST Registration 

The GST system introduced a fully digital registration process for 

businesses. Taxpayers can register online by submitting their details and required 

documents through the GST portal. Once the application is verified, the taxpayer 

is issued a GST Identification Number (GSTIN) (Kumar, 2019). This digital 

registration process eliminates the need for physical documentation and visits to 

tax offices, making the system more efficient and accessible. 

Electronic Filing of GST Returns 

GST requires businesses to file periodic tax returns electronically through 

the GST portal. These returns include details of sales, purchases, tax liabilities, and 

input tax credit claims. Electronic filing reduces paperwork and allows tax 

authorities to analyses large volumes of data more efficiently (Agarwal & Singh, 

2021). It also improves transparency and ensures accurate record keeping. 

E-Invoicing System 

E-invoicing is a digital mechanism introduced to standardize the 

generation and reporting of invoices. Under this system, invoices generated by 

businesses are electronically verified by the GST portal and assigned a unique 

Invoice Reference Number (IRN). The e-invoicing system reduces the risk of 

invoice manipulation and simplifies the process of return filing (Sharma & Gupta, 

2022). 
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E-Way Bill System 

The E-Way Bill System is a digital document required for the 

transportation of goods exceeding a specified value. Businesses must generate the 

e-way bill online before transporting goods. This system enables tax authorities to 

track the movement of goods and prevent tax evasion. It also improves logistics 

efficiency by standardizing transportation documentation (Government of India, 

2022). 

Input Tax Credit (ITC) Matching 

The input tax credit mechanism allows businesses to claim credit for the 

taxes paid on purchases. Under GST, the system automatically matches invoices 

uploaded by suppliers and buyers to verify ITC claims. This digital verification 

process ensures accuracy and reduces fraudulent claims (Gupta & Sharma, 2020). 

Digital Tax Payment and Refund System 

GST allows taxpayers to pay their taxes electronically through online 

banking systems. Digital payments reduce delays and ensure faster confirmation of 

transactions. Similarly, refund claims can be submitted and processed through the 

GST portal, improving efficiency and transparency in tax administration (Singh & 

Verma, 2021). 

 

Benefits of Digital Transformation under GST 

Increased Transparency 

Digital tax administration ensures that all transactions are recorded 

electronically, reducing the possibility of manipulation or corruption. Real-time 

access to data enhances transparency in the tax system (Agarwal & Singh, 2021). 

Improved Efficiency 

Automation of tax processes reduces administrative workload and speeds 

up tax processing. Both taxpayers and tax authorities benefit from streamlined 

procedures (Sharma & Gupta, 2022). 

Simplified Compliance 

The digital GST portal provides a single platform for all tax-related 

activities, making compliance easier for businesses (Kumar, 2019). 

Better Revenue Collection 

Digital monitoring systems enable tax authorities to detect tax evasion 

more effectively, resulting in improved revenue collection (Gupta & Sharma, 

2020). 

Enhanced Data Management 

The GST system generates large volumes of data that can be analyzed to 

understand economic trends and support policy-making (Government of India, 

2022). 
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Challenges of Digital Transformation in GST 

Despite its advantages, the digital GST system faces several challenges. 

Technical Issues 

The GST portal has occasionally experienced technical glitches, especially 

during peak return filing periods (Sharma & Gupta, 2022). 

Digital Literacy 

Many small businesses and traders lack the technical knowledge required 

to navigate digital tax systems effectively (Kumar, 2019). 

Internet Connectivity 

Reliable internet access is essential for digital compliance, and businesses 

in rural areas may face connectivity challenges (Singh & Verma, 2021). 

Complexity of Compliance 

Although GST aims to simplify taxation, the return filing process can still 

be complex for small taxpayers (Agarwal & Singh, 2021). 

Future Prospects of Digital GST 

The digital GST ecosystem is expected to evolve further with the 

integration of advanced technologies such as artificial intelligence, blockchain, and 

big data analytics. These technologies can enhance fraud detection, automate 

compliance processes, and improve data security (Gupta & Sharma, 2020). 

Continuous technological upgrades and policy reforms are expected to further 

strengthen the GST system and make it more user-friendly. 

 

II. CONCLUSION 

The implementation of the Goods and Services Tax has significantly 

transformed India’s taxation system by introducing a technology-driven approach 

to tax administration. The digital infrastructure developed by the Goods and 

Services Tax Network has enabled seamless integration of taxpayers, banks, and 

government authorities through an online platform. 

 Digital initiatives such as electronic return filing, e-invoicing, and the E-

Way Bill System have improved transparency, efficiency, and compliance in tax 

administration. These technological innovations have also contributed to increased 

revenue collection and better monitoring of economic activities. However, 

challenges such as technical issues, digital literacy gaps, and internet connectivity 

problems must be addressed to ensure the smooth functioning of the digital GST 

ecosystem. With continuous improvements in technology and policy, digital 

transformation under GST is expected to play an increasingly important role in 

strengthening India’s tax governance and promoting economic growth. 
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Abstract  

 The implementation of the Goods and Services Tax (GST) in 2017 has 

transformed India’s indirect taxation system. The GST is aimed to simplify 

taxation and promote transparency. Furthermore, it has created compliance 

challenges for Micro, Small, and Medium Enterprises (MSMEs) and startups. This 

study tries to examine the major compliance issues, their impact on businesses, and 

provides practical recommendations to improve the indirect taxation system in 

India. The research identifies key areas of concern, including compliance costs, 

technological barriers, and the complexity of the GST framework. The study 

adopted a mixed-method approach, combining quantitative data analysis and 

qualitative interviews with small business owners. This study reveals that many 

small businesses struggle with the transition to the new tax regime due to limited 

resources and inadequate digital infrastructure. Additionally, the frequent changes 

and updates in GST regulations have exacerbated compliance burdens. The study 

also examines the effectiveness of government support measures aimed at easing 

the GST transition for small businesses. Findings indicate that while GST has 

potential benefits such as reducing tax evasion and simplifying the tax system, 

these advantages are not fully realized by small businesses due to the 

aforementioned challenges. The study concludes with recommendations for 

policymakers to enhance GST compliance among small businesses, including 

simplified procedures, better access to digital tools, and targeted training programs. 

These measures are essential for ensuring that small enterprises can fully capitalize 

on the benefits of GST and contribute to India's economic growth. 

 

I. INTRODUCTION 

 GST compliance in India presents substantial challenges for MSMEs and 

startups, primarily driven by high administrative costs, complex monthly filing 

requirements, and the need for technological adoption. While aiming for a unified 

market, the regime creates hurdles regarding input tax credit (ITC) mismatches, 

working capital issues, and the necessity for specialized, costly accounting 
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expertise. The introduction of the Goods and Services Tax (GST) in 2017 

marked one of the most significant tax reforms in India’s economic history. 

Implemented under the slogan “One Nation, One Tax,” GST replaced multiple 

indirect taxes such as VAT, service tax, and excise duty with a unified tax structure. 

The reform aimed to simplify taxation, improve transparency, and create a 

seamless national market. For Micro, Small, and Medium Enterprises 

(MSMEs) and startups, GST has brought both opportunities and challenges. On 

one hand, it has reduced cascading taxes, improved interstate trade, and formalized 

the business ecosystem. On the other hand, compliance requirements, frequent 

return filings, digital reporting systems, and evolving regulations have posed 

operational and financial challenges—especially for small businesses with limited 

resources and technical expertise. Startups, which thrive on agility and innovation, 

often face additional burdens such as complex input tax credit rules, reverse charge 

mechanisms, and working capital constraints due to delayed refunds. Similarly, 

MSMEs encounter difficulties in adapting to technological platforms, maintaining 

detailed documentation, and managing compliance costs. Therefore, while GST 

has strengthened India’s taxation framework and improved ease of doing business, 

understanding the compliance challenges faced by MSMEs and startups is essential 

for ensuring sustainable growth and policy improvement. 

• High Compliance Costs & Burden: Frequent, often monthly, filing of 

multiple returns (GSTR-1, GSTR-3B) requires significant administrative 

effort and specialized personnel. 

• Technological & Digital Hurdles: The "digital-first" GST system 

necessitates robust IT infrastructure, challenging small businesses with low 

digital literacy or limited internet access. 

• Input Tax Credit (ITC) Mismatches: Mismatches between (GSTR-2A) 

and invoices, along with vendor non-compliance, frequently lead to 

delayed or blocked ITC, causing cash flow bottlenecks. 

• Operational Complexities: Requirements for separate state-wise 

registrations and complex Reverse Charge Mechanisms (RCM) create 

confusion and increased compliance costs for expanding startups. 

• Penalties for Non-Compliance: Late filing fees (up to ₹50 per day) and 

18% interest on delayed tax payments impose significant financial strain 

on smaller entities. 

• Complexity & Frequent Changes: The multi-tier rate structure and 

constant amendments in GST rules make compliance difficult for small 

businesses lacking dedicated legal teams. 
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• Technological & Digital Hurdles: Many MSMEs, particularly in semi-

urban/rural areas, struggle with digital invoice generation, electronic filing, 

and understanding the GST portal. 

• Increased Administrative Costs: Compliance fees and the cost of 

upgrading to accounting software for monthly/quarterly returns place a 

disproportionate burden on smaller firms. 

• Working Capital & Cash Flow: Delayed ITC, strict vendor compliance 

requirements, and immediate tax payment requirements on receivables 

cause cash flow disruptions. 

• Input Tax Credit (ITC) Matching: Issues with vendor non-compliance 

leading to discrepancies in GSTR-2A/2B and subsequent loss of credit. 

 

Scope of the Study 

Focuses on compliance challenges under GST affecting MSMEs and 

startups in India. This study aims to explore the specific challenges    faced    by    

MSMEs    in    the sector with regard to GST compliance.  It seeks to understand 

the implications of GST on these enterprises and to identify strategies that can 

help improve compliance while minimizing the financial and administrative burden 

on these businesses. 

• Target Entities: Micro, Small, and Medium Enterprises (MSMEs) and 

startups in India, with a focus on their operational size and sector. 

• Operational Areas: Challenges in registration, invoice matching, return 

filing, Input Tax Credit (ITC) reconciliation, and penalty management. 

• Impact Areas: Financial impact (compliance costs), operational impact 

(time-consuming, technical), and cash flow management. 

• Geographical Focus: Indian businesses, with special attention to regional 

disparities (urban vs. rural). 

• Policy Evaluation: Assessing the impact of the Composition Scheme and 

recent changes. 

 

Methodology 

 The study conducted the mixed-method study consisting of quantitative 

and qualitative information. Primary data was collected using structured 

questionnaires administered to the 200 MSME owners who work in different 

industries such as engineering, manufacturing, logistics, retail, and IT services. 

Since it was aimed at ensuring representative responses, the sample was separated   

in accordance with the size of business (micro, small, and medium).  The sources 

of the secondary data included government statistics, the reports of the GST 
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council, and published publications. To analyze the impact of demographic 

characteristics on the responses of the people regarding the impact of GST, 

regression analysis was utilized, chi-square tests were implemented to analyze the 

associations between the categorical variables of respondents, and the descriptive 

statistics were utilized to describe the respondents. Paired sample t-tests were 

applied to assess the level of awareness as opposed to implementation problems. A 

priority index analysis of policy reform recommendations was also done based on 

the problem   severity and support that was   provided   by respondents. 

 

Impact Analysis 

GST compliance has significantly transformed the Indian MSME sector, 

driving formalization, improving supply chain efficiency, and offering Input Tax 

Credit (ITC) benefits. While it has increased competitiveness through seamless 

interstate trade, it has also imposed a heavy compliance burden, increased 

operational costs, and caused working capital liquidity challenges, particularly for 

smaller units. 

 

Enterprise 

Type 

High 

Digital 

Challenge 

(%) 

Low 

Digital 

Challenge 

(%) 

Row 

Total 

(%) 

Chi-

Square 

Value 

df Critical 

Value 

p-

value 

Micro 30.16 21.84 52 8.47 2 5.991 0.014 

Small 17.69 16.31 34 
    

Medium 5.32 8.68 14 
    

Column Total 53.16 46.84 100 
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Priority Classification Score Range Reform Areas 

Critical Priority >45 Refund mechanism, Return simplification 

High Priority 30-45 MSME helpline 

Moderate Priority <30 Rate rationalization 

 

Objectives of the study 

• To Assess Compliance Challenges: To investigate the specific 

operational, technological, and procedural difficulties MSMEs face in 

adhering to GST, such as filing returns and managing input tax credit. 

• To Analyze Financial & Operational Impact: To evaluate how GST 

affects the cash flow, profitability, and operational efficiency of MSMEs. 

• To Evaluate Knowledge & Understanding: To determine the level of 

awareness and understanding of GST regulations among MSME owners. 

• To Examine Structural Adjustments: To understand the changes 

MSMEs have made to their business processes, such as adopting new 

software and hiring experts. 

• To Provide Policy Recommendations: To offer actionable insights for 

policymakers to simplify the GST framework, reducing the compliance 

burden on small businesses. 

• To Analyze Sectoral Performance: To compare the performance of 

MSMEs in pre- and post-GST eras.  

 

Key compliance challenges in detail 

Based on the data collected, several key findings have emerged regarding 

GST compliance among MSMEs in the sector-compliance Challenges. The study 

found that the majority of MSMEs in the sector struggle with the complexity of 

GST compliance, particularly with return filing and classification of goods. 

Financial Impact The introduction of GST has led to increased operational costs 

for MSMEs, primarily due to the need for   specialized software and professional 

services. 

 

Technology and Infrastructure 

 A significant number of MSMEs lack the IT infrastructure necessary for 

smooth GST compliance, leading to delays and errors in tax filings Cash Flow 

Issues:  The monthly GST payment requirement has exacerbated cash flow 

problems for MSMEs, particularly for those with longer sales cycles. The following 

data and graphs illustrate the trends in GST compliance and the financial impact    

on MSMEs in the sector. GST Compliance Rate and Costs. The data below shows 
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the number of registered MSMEs in the sector, their   compliance   rates, average 

compliance costs, and average delays in filing returns. The government could 

consider further simplifying GST compliance requirements for   MSMEs, possibly 

by introducing   a more streamlined    process    for    small enterprises or by 

offering more comprehensive support. Financial Support and Subsidies providing 

financial assistance or subsidies to MSMEs for    implementing GST-compliant IT 

infrastructure and professional services could help alleviate some of the burdens. 

Training and Awareness Programs Enhanced training programs and awareness 

campaigns targeted at MSMEs in the sector could improve understanding and 

compliance with GST regulations. 

 

II. CONCLUSION 

 The study highlights the significant challenges faced by MSMEs in the 

sector with regard to GST compliance. While the GST has brought about much-

needed tax reform in India, it has also created new hurdles for small and medium-

sized enterprises. Addressing these challenges through policy interventions, 

financial support, and training   could   help   ensure   that MSMEs   can thrive in 

the new tax environment. 
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Abstract 

The introduction of the Goods and Services Tax (GST) on 1st July 2017 

marked a revolutionary reform in India’s indirect taxation system. GST not only 

unified multiple indirect taxes but also accelerated digital transformation in tax 

administration and business operations. This paper examines how the GST regime 

has promoted digitalization, enhanced transparency, improved compliance, and 

reshaped business processes in India. 

Keywords: GST, Digital Economy, E-Governance, Tax Compliance, Automation, 
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I. INTRODUCTION 

 India’s indirect tax system was complex before GST, with multiple taxes 

levied by Central and State governments. The implementation of GST replaced 

taxes such as VAT, Excise Duty, and Service Tax with a single tax structure. GST 

operates through a completely digital platform, compelling businesses to adopt 

digital tools for compliance. 

 The digital backbone of GST is the Goods and Services Tax Network 

(GSTN), which manages registration, return filing, tax payment, and refund 

processing online. 

 

Objectives of the Study 

1. To examine the role of GST in promoting digital transformation. 

2. To analyze the impact of digital compliance under GST on businesses. 

3. To evaluate challenges faced during digital adoption. 

Digital Infrastructure under GST 

GSTN – The IT Backbone 

 GSTN is a non-government, not-for-profit company that provides the 

technological infrastructure for GST. It enables: 

• Online GST registration 

• Digital return filing (GSTR-1, GSTR-3B, etc.) 

• E-payment of taxes 

• Automated refund processing 
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E-Invoicing System 

 The introduction of e-invoicing mandates businesses above a specified 

turnover limit to generate invoices through the GST portal. Benefits include: 

• Real-time reporting 

• Reduced tax evasion 

• Improved accuracy 

• Seamless input tax credit claims 

 

Major Areas of Digital Transformation 

Online Registration and Compliance 

 Under GST, businesses must register online, eliminating manual 

paperwork. This reduces corruption and improves transparency. 

E-Way Bill System 

 The E-Way Bill System facilitates online generation of documents for 

movement of goods, improving logistics monitoring and reducing tax evasion. 

Automated Tax Credit Matching 

 GST introduced invoice matching for claiming Input Tax Credit (ITC), 

ensuring accuracy and reducing fraud. 

Digital Payments and Refunds 

 GST mandates electronic tax payments and refunds, enhancing efficiency 

and reducing processing time. 

 

Impact on Businesses 

Positive Impacts 

• Increased transparency 

• Reduction in tax evasion 

• Faster return processing 

• Improved record maintenance 

• Integration with accounting software 

Impact on MSMEs 

 GST has encouraged small businesses to adopt accounting software, digital 

bookkeeping, and cloud-based ERP systems. 

 

Challenges in Digital Transformation 

1. Initial technical glitches in GST portal 

2. Lack of digital literacy among small traders 

3. Internet connectivity issues in rural areas 

4. Frequent changes in compliance requirements 
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Government Initiatives Supporting Digital GST 

The Government of India has introduced: 

• Capacity-building programs 

• Helpdesks and GST Seva Kendras 

• Simplified return filing procedures 

 

Future Prospects 

GST is moving towards greater automation through: 

• AI-based data analytics 

• Real-time compliance monitoring 

• Integration with income tax systems 

• Expansion of e-invoicing to more taxpayers 

Digital transformation under GST aligns with India’s vision of a Digital Economy 

and strengthens the formalization of businesses. 

 

II. CONCLUSION 

 The implementation of GST has significantly accelerated digital 

transformation in India’s taxation system. By mandating online compliance, 

promoting e-invoicing, and ensuring digital record-keeping, GST has enhanced 

transparency and accountability. Although challenges remain, continuous 

technological improvements and policy refinements are strengthening India’s 

digital tax ecosystem. 

 GST stands as a milestone reform that has reshaped the business 

environment and promoted a digitally empowered tax administration system. 
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Abstract 

 The Goods and Services Tax (GST) in India, introduced in 2017. It 

represents one of the most significant fiscal reforms in the country's economic 

policy. For many years the GST framework has evolved through multiple policy 

revisions aimed at improving compliance, justifying tax rates, and strengthening 

revenue performance. The recent period marks a major turning point with the 

implementation of a new rate regarding thetax policy referred to as "GST 2.0 

which was approved by the GST Council in September 2025. This reform 

simplified the earlier multi-slab structure by consolidating most goods into two 

main tax brackets (5% and 18%), retained zero or low rates for essentials, and 

introduced a higher rate for luxury and sin goods.  

 The Goods and Services Tax (GST) reforms introduced in September 

2025 represent a landmark step in reshaping India’s taxation system to better serve 

the aspirations of its youth. By simplifying tax structures, reducing rates across key 

industries, and addressing long-standing anomalies, these reforms are designed to 

create an enabling environment for entrepreneurship, job creation, and affordable 

living. Sectors with high youth participation—such as education, automobiles, 

technology, handicrafts, footwear, healthcare, food processing, and textiles —have 

been prioritized to lower costs, boost competitiveness, and encourage innovation. 

Beyond reducing the financial burden on households and businesses, the reforms 

strengthen India’s vision of inclusive growth, sustainability, and empowerment of 

the next generation. 

Keywords: GST Reforms, Commerce and Industry, MSMEs. 

 

I. INTRODUCTION 

 The Goods and Services Tax (GST) reforms introduced in September 

2025 represent a landmark step in reshaping India’s taxation system to better serve 

the aspirations of its youth. By simplifying tax structures, reducing rates across key 

industries, and addressing long-standing anomalies, these reforms are designed to 
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create an enabling environment for entrepreneurship, job creation, and affordable 

living. Sectors with high youth participation—such as education, automobiles, 

technology, handicrafts, footwear, healthcare, food processing, and textiles —have 

been prioritized to lower costs, boost competitiveness, and encourage innovation. 

Beyond reducing the financial burden on households and businesses, the reforms 

strengthen India’s vision of inclusive growth, sustainability, and empowerment of 

the next generation. 

Re for Promoting Jobs, Businesses and Startups 

 The government has introduced a simplified GST 

structure with significant rate reductions across key sectors of trade and commerce. 

Essential industries such as leather, footwear, paper, textiles, handicrafts, toys, 

packaging, and logistics have been covered under this reform. The aim is to boost 

the present businesses and startups and incentivize the youth to enter into 

businesses and initiate startups.  

 By lowering GST slabs to 5% on several goods and rationalizing rates in 

transport and allied sectors, the reforms aim to reduce costs for consumers, ease 

compliance for traders, and enhance competitiveness for Indian businesses. 
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GST Rationalization for Leather and Footwear Industry 

 
 

The leather and footwear sector are a key employer, directly benefitting the 

youth, in India, with a strong export base. GST rationalization here reduces the 

burden on young manufacturers and makes products more accessible to the 

consumers. 

• GST has been reduced from 12% to 5% on chamois leather, composition 

leather with a basis of leather or leather fibre, and leather prepared after 

tanning or crusting. 

• Footwear priced up to ₹2500 per pair now attracts just 5% GST, directly 

benefiting young consumers. 

• GST on supply of job work in relation to hides, skins, and leather (falling 

under chapter 41) also cut from 12% to 5%, reducing MSME production 

costs, encouraging young entrepreneurs. 

• GST Rationalization for Wood Industry 

• Agro-based and eco-friendly wood substitutes see lower taxation, 

encouraging sustainable manufacturing and MSME competitiveness. 

• GST reduced from 12% to 5% on rice husk board, glassfibre reinforced 

gypsum board, cement bonded particle board, jute particle board, bagasse 

board, sisal fiber board, etc. 

• Sheets for veneering, bamboo flooring, casks, barrels, vats, tubs of 

wood are also included. 

• The aim is to support MSMEs in wood manufacturing and promote eco-

friendly alternatives. 

• GST Rationalization for Handicrafts Industry 
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• The handicrafts sector, vital for young artisans and exporters, benefits 

from tax rationalization, making traditional goods more affordable and 

globally competitive. 

• GST cut from 12% to 5% on idols made of wood, stone, and metals. 

• GST reduction also applies to paintings, drawings, original engravings, 

handcrafted candles, carved wood products, handbags including pouches 

and purses, stone art ware, stone inlay work, tableware and kitchenware of 

clay & terracotta. 

• It further covers glass statutes, artware of iron, aluminium, brass/copper, 

etc. 

• These reforms strengthen India’s cultural economy and young artisanal 

livelihoods. 

 

GST Rationalization for Textile Industry 

 
The GST rationalization in textiles removes structural anomalies, reduces costs, 

boosts demand, supports exports, and sustains jobs. 

• GST on man-made fibres (MMF) reduced from 18% to 5%. 

• GST on man-made yarns cut from 12% to 5%. 

• GST on ready-made apparel up to ₹2,500 per piece (earlier limit was 

₹1,000) is set at 5%. 

The rate cut will make Indian MMF-based garments more price-competitive in 

global markets, supporting India’s ambition to become a global textile hub. It will 

support the budding and young exporters. GST on carpets and other floor 

covering has also been reduced from 12% to 5%. 
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GST Rationalization for Reducing Packaging Costs 

 
The GST on Packing paper, cases, cartons, boxes (of corrugated paper or non-

corrugated paper or paper boards) and paper pulp moulded trays has been reduced 

to 5%. This rationalization will: 

• Reduce the overall logistics and packaging costs, serving the dual purpose 

of making products cheaper for the customers and production cheaper for 

businesses. 

• Provide relief to youth businesses and small manufacturers that are 

dependent on cost-effective packaging solutions. 

 

 GST Rationalization for Reducing Transportation and Logistics Cost 

 
 

GST on Commercial Goods Vehicles (Trucks, Delivery Vans, etc.) has been 

reduced from 28% to 18%. Trucks form the backbone of India’s supply chain, 

carrying nearly 65%–70% of goods traffic. Lower GST will reduce the capital cost 

of trucks, which will directly decrease freight rates per ton-km, especially 

benefitting India’s young entrepreneurs. 

Additionally, the reduction of GST on third-party insurance of goods 

carriages (from 12% to 5% with ITC) further complements these efforts. 

GST Reforms for Promoting Healthcare 
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GST rationalization for Drugs and Medicines 

 

 
 

While healthcare services by doctors, hospitals, and diagnostic centres remain 

exempt from GST, the reduction in taxes on essential medicines and medical 

devices has brought down treatment costs for patients. At the same time, higher 

taxes on harmful goods like tobacco and related goods underline the government’s 

focus on preventive healthcare and tackling lifestyle diseases such as cancer. This 

balanced approach ensures that the tax system itself becomes a tool for protecting 

youth health and strengthening families’ well-being. 

GST on drugs and medicines has been reduced from 12% to 5%/Nil. It 

will cut the costs of various essential medicines, easing the financial burden on 

patients. This move will: 

• Boost the affordability of long-term treatments for chronic illnesses. 

• Strengthen India’s role as the “Pharmacy of the World”, especially for 

generics, while ensuring domestic affordability. 

Further, GST on supply of job work in relation to manufacture of pharmaceutical 

products will also be reduced from 12% to 5%. 
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GST rationalization for Vision Correction Products 

GST on Vision Correction Products has been reduced from 12% to 

5%.  Spectacles are not a luxury but a health necessity. The GST rate cut will help 

in increasing affordability and adoption of spectacles. Lower GST makes vision 

correction affordable for many people, especially students, the elderly, and low-

income households. It will also improve productivity among the youth. 

  

GST rationalization for Child Care Products 

 
GST on napkins and napkin liners for babies, and feeding bottles has been reduced 

from 12% to 5%. GST on thermometers have been reduced from 18% to 

5%. GST on UHT Milk has been reduced from 5% to Nil. 

The GST reforms also reduce the tax burden on other essential childcare 

products, including baby diapers, nipples, and related items. 

The lower cost of these products eases the economic pressure on young 

families, improves affordability of infant essentials, and supports early childhood 

health by promoting better hygiene and infection prevention. 

GST Exemption on Individual Health Insurance 

This will make premiums cheaper for youth and middle-class families 

and encourage wider adoption of health insurance, reducing out-of-pocket medical 

expenses. 

GST Increase on Tobacco and Related Products 

GST on tobacco and related products has been increased from 28% to 

40%. These include: 

• Cigars, cheroots, cigarillos and cigarettes, of tobacco or of tobacco 

substitutes. 

• Other manufactured tobacco and manufactured tobacco substitutes; 
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• “Homogenized” or “reconstituted” tobacco; tobacco extracts and 

essences. 

• Products containing tobacco or reconstituted tobacco and intended for 

inhalation without combustion. 

• Products containing tobacco or nicotine substitutes and intended for 

inhalation without combustion. 

  

GST Reforms for Promoting Education 

Education, nutrition, care, and play form the foundation of every child’s 

development. The recent GST rationalization measures are a path-breaking step 

towards making learning, mobility, and childcare more affordable for families 

across India. 

GST Exemption on Formal Education 

School and university education continues to remain fully exempted from 

GST. Extension of benefits now covers essential learning materials and childcare 

products, making education and upbringing more affordable for Indian households 

and raising well the future youth of our country. 

 

GST rationalization on Learning Materials 

 
GST on pencils, sharpeners, crayons, exercise books, graph books, maps, and 

charts has been reduced from 12% to Nil. GST on erasers has been reduced from 

5% to Nil. This reduction will make basic learning tools cheaper, especially for 

government schools, children and youth in rural areas. It reduces out-of-pocket 

education expenses for families, encourages higher school enrolment, and supports 

better learning outcomes. At the same time, it boosts demand for domestic 

stationery manufacturing, particularly among MSMEs. 
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GST rationalization for Toys and Sports Products 

 

 

Item Category Previous 
GST 

New 
GST 

Ultra-High Temperature (UHT) milk 5% Nil 

Pre-packaged & labelled chena/paneer 5% Nil 

Pizza bread, khakhra, chapati/roti 5% Nil 

Paratha, parotta 18% Nil 

Tender coconut water, pre-packaged and labelled 12% 5% 

Drinking Water (20 litre bottles) 12% 5% 

Sauces and condiments like curry paste, mayonnaise, mixed 
condiments 

12% 5% 

All goods, including refined sugar containing added 
flavoring or coloring matter, sugar cubes; Sugar boiled 
confectionery 

12% 5% 

Brazil nuts (dried) 12% 5% 

Other nuts (dried) such as almonds, hazelnuts or filberts, 
chestnuts, pistachios, macadamia nuts, kola nuts, pine nuts 

12% 5% 

Dates, figs, pineapples, avocados, guavas, mangoes (other 
than mangoes sliced, dried) 

12% 5% 

Roasted chicory and other roasted coffee substitutes 
(extracts/essences/concentrates) 

12% 5% 

Fats of bovine animals, sheep or goats; pigs; fish or marine 
mammals; Animal or microbial fats 

12% 5% 

Butter, ghee & other dairy fats 12% 5% 

Preserved & processed meat/fish, like sausages, 
prepared/preserved meat, fish, crustaceans 

12% 5% 

Condensed milk, cheese 12% 5% 

Jams, jellies, marmalades, purees, nut pastes 12% 5% 

Preserved vegetables and pickles 12% 5% 

Fruit & vegetable juices/drinks like fruit pulp juices, nut 
juices, vegetable juice 

12% 5% 

Beverages containing milk, soya milk 12% 5% 

Ice cream and edible ice 18% 5% 

Plant-based milk drinks 18% 5% 

Soups and broths and preparations therefor 18% 5% 

Tea and Coffee (extracts/essences/concentrates) 18% 5% 

Chocolates & cocoa products (butter, powder) 18% 5% 

Vegetable saps and extracts 18% 5% 

Sugar confectionery; Pastry, cakes, biscuits and other 
bakers’ wares 

18% 5% 
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The toy industry, important for child development and MSME manufacturing, 

benefits from reduced GST. 

• GST on toys and sports goods cut from 12% to 5%. 

• This makes toys more affordable, encouraging early childhood learning 

through play. 

• This will also “Vocal for Local” initiative by supporting domestic and youth 

MSME toy makers. 

GST Reduction on Bicycles – Affordable Mobility for Students 

GST on bicycles reduced from 12% to 5%. This will make bicycles more 

affordable and will help children in rural and semi-urban areas access schools more 

easily. It further encourages mobility and reduces dropouts, particularly among 

girls. Additionally, it promotes fitness, outdoor activity, and healthier lifestyles 

among children. 

GST Reforms for Promoting Ease of Living 

By lowering GST rates on daily food items, construction materials, 

gyms/fitness centres, and automobiles, the Government has not only reduced the 

financial burden on households but also advanced its long-term vision of 

promoting healthier lifestyles, affordable housing and transportation, and 

improved ease of living among the youth. 

 

GST rationalization for Everyday Food Items 

The government has aimed to enhance food affordability by bringing most 

food items under the 5% or NIL tax slab, as seen in the exemption of staple Indian 

breads like Paratha, Parotta, and Roti from GST, reflecting their status as essential 

household foods. 

  Reduction of GST on food items to 5% or NIL benefits not only 

consumers but also the youth involved in the food processing value chain — 

from farmers and cooperatives to MSMEs, retailers, and exporters. 

• GST rationalization will provide a boost to India’s food processing 

industries, milk cooperatives, and private dairies, by reducing input 

costs and boosting production volumes. This will further encourage the 

youth to initiate business ventures in this industry. 

• This move will also encourage demand in semi-urban and rural 

areas, supporting MSMEs and regional brands being operated by or 

employing the youth. 
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GST rationalization for Gyms/Fitness Centres 

 
GST on gyms/fitness centres has been reduced from 18% to 5%. The reduction of 

GST on fitness centres marks a decisive step towards building a healthier and more 

active India. Fitness, which was earlier considered a luxury by many, is now being 

made accessible to wider sections of society. This aligns with the broader public 

health agenda of preventive care and wellness promotion, especially among the 

youth. 

 

Key Benefits: 

• The reduced GST makes gyms and fitness memberships more 

affordable, encouraging more people, especially youth and middle-class 

families, to access structured health and wellness services. 

• This measure complements national preventive health initiatives such as 

the Fit India Movement, which encourages citizens to prioritise regular 

exercise and lifestyle changes to prevent chronic illnesses. 

• Urban employees and students who rely on gyms for regular exercise will 

benefit from lower costs, enabling them to balance fitness with busy 

lifestyles. 

• By making fitness centres more accessible, the government is encouraging 

a societal shift from curative healthcare to preventive health, ultimately 

reducing long-term health expenditure for families. 
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GST rationalization for Two Wheelers (Bikes up to and including 350cc) 

 
GST on two-wheelers (Bikes up to and including 350cc) has been reduced from 

28% to 18%. Two-wheelers are more than just vehicles, they are a lifeline of 

mobility for millions of Indians, especially the youth in rural and semi-urban areas. 

The reduction in GST brings meaningful relief to lower-middle-class households, 

young professionals, and gig workers who depend on affordable transport for their 

livelihood and daily needs. 

 

Key Benefits: 

• With lower GST, the overall price of two-wheelers decreases, making 

them more affordable for the youth, students, and first-time buyers, 

especially belonging to the lower-middle-class households. 

• In small towns and villages, bikes are often the primary mode of transport. 

Cheaper bikes will enhance accessibility and improve daily commuting 

options. 

• Delivery agents, ride-hailing service providers, and other gig workers rely 

heavily on two-wheelers. Lower GST reduces their purchase costs, EMIs, 

and maintenance burden, increasing their monthly savings. 

• By reducing commuting costs, this reform helps workers save more, 

improves mobility for job opportunities, and strengthens the overall 

workforce efficiency. 

• Affordable transport empowers youth to seek education, employment, and 

entrepreneurship opportunities without being held back by mobility 

challenges. 
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GST rationalization for Small Cars 

 
GST on small cars has been reduced from 28% to 18%. Small cars form the 

backbone of India’s automobile market, especially in tier-2 and tier-3 cities. By 

lowering GST on this segment, the government is directly addressing the 

aspirations of the youth and the middle-class families, while also giving a significant 

boost to the automobile industry. 

 

Key Benefits: 

• The reduction in GST makes small cars more affordable, encouraging 

youth and first-time buyers to invest in personal mobility solutions. 

• Compact cars are most popular in semi-urban and rural markets. Lower 

GST will accelerate sales in these regions, strengthening the auto industry’s 

rural footprint. 

• Higher car sales will benefit not just manufacturers but also dealerships, 

service centres, drivers, and auto-finance companies, creating a positive 

ripple effect across the economy. 

• Affordable small cars expand mobility options for young professionals, 

working parents, and students, making daily commuting easier and more 

reliable. 

 

GST rationalization for Large Cars 

GST on large cars has been rationalized to flat 40% (no cess). The 

simplification of GST for larger cars creates predictability in pricing and 

encourages aspirational young buyers to invest in new vehicles. 

GST rationalization for Buses 
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GST on Buses (with seating capacity 10+ persons) has been reduced from 

28% to 18%. Public and shared transport will see significant gains with reduced 

GST on buses and minibuses. 

• Reduces upfront costs for fleet operators, schools, cooperates, tour 

operators and state transport undertakings. This will spur demand for 

buses and minibuses. 

• Makes fares more affordable, especially for the youth in rural and semi-

urban routes. 

• Encourages shift to public transport, easing congestion and pollution. 

  

GST rationalization for Cement 

 
GST on cement has been reduced from 28% to 18%.  Cement constitutes one of 

the largest input costs in construction, contributing 15–20% of total building 

costs and nearly 11% of overall construction expenses. 

• The reduction in GST will substantially lower overall construction 

costs, making housing and infrastructure projects more affordable. 

• Lower cement prices will directly benefit construction of houses under 

the Pradhan Mantri Awas Yojana (Urban and Grameen) and other public 

infrastructure initiatives. 

• The cement industry is highly employment-intensive, spanning mining, 

logistics, manufacturing, and distribution. Increased demand due to lower 

prices will boost job creation for the youth across cement plants, ancillary 

industries, and logistics. 
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GST rationalization for Marble and Granite Blocks 

 
GST on marble and granite blocks have been reduced from 12% to 5%. India has 

a large natural stone sector, with states like Rajasthan, Gujarat, Karnataka, 

and Andhra Pradesh being major producers. 

• Reduced GST will lower the costs of flooring, tiling, and interior 

finishing, directly benefiting young homebuyers and infrastructure 

projects. 

• The GST cut will boost domestic competitiveness while reducing reliance 

on imported natural stones. 

• The marble and granite industry provides employment to lakhs of 

workers, especially the youth, and the tax relief will help sustain jobs in 

extraction, processing, and related activities. 

 

GST rationalization for Job Work for Manufacture of Bricks 

GST on job work for bricks cut from 12% to 5%, easing rural housing 

costs and supporting MSME running brick kilns. 

GST Reforms for Promoting Drone Technology 
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Drones have emerged as transformative tools across sectors 

like agriculture, defense, disaster management, and infrastructure development. 

Recognizing their potential among the tech-savy youth, the Indian government is 

intensifying efforts to integrate drone technology into national development 

strategies. Working along the same lines, the GST on unmanned aircrafts 

(drones) has been significantly reduced from the earlier 18% / 28% to a uniform 

5% rate. This rationalization aims to encourage wider adoption of drones across 

sectors while also boosting domestic manufacturing under the Make in 

India and Atmanirbhar Bharat initiatives. 

The uniform 5% GST rate on all drones, regardless of specifications, 

ensures parity and removes classification disputes, providing clarity and long-term 

stability to the industry. This policy aligns with the Production Linked Incentive 

(PLI) Scheme and is expected to unlock wide-ranging sectoral applications 

in agriculture, petroleum, mining, infrastructure, logistics, defense, and emergency 

response. Beyond sectoral growth, it will also drive economic benefits by 

generating new employment opportunities for the youth in manufacturing, 

software development, field operations, and maintenance. 

 

II.CONCLUSION 

The 2025 GST reforms mark a transformative chapter in India’s journey 

toward inclusive economic growth and youth empowerment. By rationalizing rates 

across diverse industries, the government has not only eased the cost of living but 

also fostered new opportunities for startups, MSMEs, and job seekers. The 

reduction in taxation for essential goods, services, and emerging technologies 

underscores a forward-looking approach that combines affordability with 

competitiveness. These measures will stimulate domestic manufacturing, support 

traditional industries, and encourage innovation, while also improving public 

health, education, and mobility. Collectively, the reforms reaffirm India’s 

commitment to making taxation simpler, fairer, and more growth-oriented - 

ensuring that young citizens are at the heart of the nation’s economic future. 
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Abstract 

India's GST 2.0 reform, launched on September 22, 2025, following the 

56th GST Council meeting, evolves the 2017 multi-tiered GST 1.0 (5%, 12%, 18%, 

28%) into a simplified two-slab structure (primarily 5% and 18%), with a deferred 

40% rate on luxury/sin goods, to eliminate cascading taxes, correct inverted duty 

structures, and drive economic stimulus in sectors like automobiles and textiles. 

This research examines the structural evolution of the regime, focusing on the 

transition toward a simplified two-slab structure (predominantly 5% and 18%) and 

its impact on the national economy. By merging numerous indirect taxes into a 

unified framework, GST 2.0 aims to eliminate the "cascading effect" of taxes, 

thereby enhancing supply chain efficiency and reducing the overall tax burden on 

essential commodities. The study evaluates the dual objectives of rate 

rationalization and technology-driven compliance. This descriptive-analytical study 

reviews the reform's background, rationale, and literature evolution, grounding 

analysis in optimal taxation theory while addressing gaps in real-time pass-through 

effects and MSME digital adaptation. Employing secondary data from GSTN, RBI 

reports, and budget documents, it examines independent variables (two-slab rates, 

AI portals, GSTAT operationalization with 31 benches clearing 40,000+ cases) 

against dependent outcomes like MSME profitability, demand surges (+12.5% 

automobiles, +15.4% insurance), compliance (88% to 94%), and revenue buoyancy 

resolving state neutrality concerns. Key tables reveal operational gains (e.g., 90% 
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faster refunds, 75% quicker registrations) and Sectoral elasticity. Preliminary 

findings suggest that while the shift has improved the ease of doing business for 

MSMEs through faster registrations and automated refunds, challenges remain 

regarding revenue neutrality for State governments. Findings confirm GST 2.0's 

shift to a "simple tech" regime balancing revenue with affordability, recommending 

"GST Suvidha Hubs" for rural literacy, 5% slab expansions for digital essentials, 

and offline AI tools. The research concludes that GST 2.0 is a strategic move 

toward a more transparent, digitized, and equitable tax environment. 

Keywords: Goods and Services Tax, MSME, Cascading Tax, Socio-Economic. 

 

I. INTRODUCTION 

Background of Study 

The implementation of the Goods and Services Tax (GST) on July 1, 2017, 

was hailed as the most significant tax reform in independent India, aimed at 

creating a "One Nation, One Tax, One Market." While the initial "GST 1.0" 

successfully unified the domestic market, it was criticized for its complexity, 

featuring a multi-tiered rate structure (, and ) and a heavy compliance burden on 

small businesses. 

As of September 2025, India has transitioned into GST 2.0. This "reform 

within a reform" addresses structural legacy issues by shifting toward a simplified 

two-slab model (5% and 18%). By merging the slabs and significantly reducing the 

demerit list, the government aims to stimulate consumption, resolve inverted duty 

structures, and leverage Artificial Intelligence (AI) for real-time tax administration. 

Rationale for the Reform 

Three primary necessities drive the shift to GST 2.0: 

• Economic Stimulus: Reducing the tax burden on key sectors like 

Automobiles and Textiles to boost post-pandemic demand. 

• Administrative Ease: Moving from a manual-heavy audit system to an AI-

integrated ecosystem that automates refunds and detects fraud 

instantaneously. 

• Judicial Efficiency: Operationalizing the GST Appellate Tribunal (GSTAT) 

to clear the massive backlog of litigation that has hampered business 

operations for years. 

Statement of the Problem 

Despite the promises of simplification, the transition to a two-slab system 

raises critical questions regarding fiscal federalism. While the federal government 

projects a 6–7% increase in consumption, State governments face concerns over 

revenue neutrality. If lower tax rates do not lead to a proportional increase in sales 

volume, the resulting revenue gap could affect state-level social welfare spending. 
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While the original GST rollout successfully unified the Indian market, the 

inherent complexity of multiple tax slabs and an "inverted duty" structure created 

persistent bottlenecks for MSMEs and industrial growth. The transition to GST 2.0 

introduces a streamlined two-slab model and AI-driven compliance to solve these 

issues. However, it remains unclear whether this simplification can achieve revenue 

neutrality for State governments while simultaneously ensuring social equity and 

price stability for essential goods. This research seeks to bridge the gap between 

structural reform and its actual socio-economic outcomes. 

 

Objectives of the Study 

1. To evaluate the socio-economic impact of transitioning from a multi-tiered 

GST structure to the simplified GST 2.0 two-slab framework (5% and 18%) 

on the Indian economy. 

2. To determine the extent to which GST 2.0 balances sustainable revenue 

growth with the socio-economic goal of keeping essential services 

affordable for the general public. 

Significance of the Study 

This research is timely as it evaluates the real-world socio-economic 

outcomes of the 2025 reforms. It provides a blueprint for policymakers to balance 

revenue buoyancy with social equity, ensuring that the "Ease of Doing Business" 

does not come at the expense of affordable essential services. 

 

Review of Literature  

The goal is to map the academic transition from the initial implementation 

(GST 1.0) to the current "stabilization and growth" phase (GST 2.0).  

Evolution of GST: From 1.0 (2017) to 2.0 (2025) The Fragmentation 

of GST 1.0: Review early studies (2017–2024) that highlighted how the original 

four-tier structure. Led to classification disputes and compliance bottlenecks.The 

Catalyst for Change: Cite literature on the 56th GST Council 

meeting (September 2025) as the turning point that prioritized rate 

rationalization over mere revenue protection.  

Structural rationalization: The Two-Slab Logic: Optimal Tax Theory: 

Discuss the "Laffer Curve" and "Optimal Tax" theories in the context of India’s 

move to a simplified 5% and 18% structure to maximize compliance without 

hurting consumption. Inverted Duty Correction: Analyze research on how fixing 

the tax rate on inputs (raw materials) versus final products has unlocked liquidity 

for manufacturers, especially in the Textile and Automobile sectors.  
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Technology-Driven Governance and Compliance The AI Pivot: 

Synthesize recent 2025 reports on how AI-integrated portals and real-time data 

analytics have replaced traditional manual audits with "trust-based compliance". 

E-Invoicing and E-Way Bill 2.0: Review evidence that digital-first 

mechanisms have drastically reduced tax evasion and improved the "Ease of Doing 

Business" for MSMEs.  

Institutionalizing Dispute Resolution: The GSTAT Era. The 

"Missing Link": Discuss the eight-year gap (2017–2025) before the GST 

Appellate Tribunal (GSTAT) became operational and its role in unclogging over 

40,000 pending High Court cases. Uniformity in Jurisprudence: Analyze how a 

national-level appellate body ensures consistent tax interpretation across different 

states, reducing legal costs for multi-state businesses.  

Socio-Economic Implications: Revenue vs. Equity Consumption-

Led Revival: Cite 2025-26 economic projections showing that GST rate cuts 

coincide with a projected 6-7% annual increase in consumer spending. The 

Revenue Neutrality Dilemma: Review the debate on the ₹48,000 crore annual 

revenue loss and whether increased compliance (revenue buoyancy) can eventually 

offset this shortfall for state governments.  

Theoretical Framework Summary 

Your research can be grounded in the Classical Theory of Optimal 

Taxation, which suggests that a simpler tax system with broader bases and lower 

rates reduces economic distortions.  

Research Gaps Identified in Literature 

• Real-time Pass-through Analysis: Most current literature is predictive; your 

study can fill the gap by measuring actual price reductions at the retail level 

post-September 2025. 

• MSME Digital Divide: While technology helps large firms, there is limited 

data on how micro-enterprises with low digital literacy are adapting 

to mandatory HSN mapping and AI-driven filing. 

 

Research Methodology 

Research Design 

` This study adopts a Descriptive and Analytical Research Design. It is 

"descriptive" as it outlines the current state of GST 2.0 and "analytical" as it uses 

statistical tools to test the relationship between tax simplification and economic 

growth. 
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Data Collection Sources 

1. Secondary Data: Sourced from GSTN (Goods and Services Tax 

Network) portals, RBI annual reports, and 2025-26 Budget documents. 

Variables of the Study 

• Independent Variable: GST 2.0 Reform (Two-slab structure, AI-

integrated portals, GSTAT operationalization). 

• Dependent Variables: MSME Profitability, Consumer Demand, 

Compliance Rate, and Litigation Volume. 

Limitations of the Study 

• Time Constraint: As GST 2.0 is relatively new (launched Sept 2025), long-

term fiscal data may still be emerging. 

 

Data Analysis & Interpretation 

Data Analysis will use tables to present the "Before vs. After" impact of 

the GST 2.0 reform. Here is how your data tables should look after you collect 

your Research methods. 

 

Table 1 

Impact on Operational Efficiency 

This table analyzes the perceived change in business operations post-September 

2025. 

Parameter GST 1.0 
(Mean) 

GST 2.0 (Mean) % 
Improvement 

Registration Time 10-15 Days 3 Days 75% 

Refund Processing 30-45 Days < 72 Hours 90% 

Error Rate in 
Filing 

High Low (AI-
Corrected) 

60% 

Litigation Risk High Moderate 
(GSTAT) 

40% 

 

Interpretation: The data shows a significant shift toward automated 

compliance, with refund cycles seeing the most drastic improvement (90%). 
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Table 2 

Sectoral Demand Analysis 

Testing Hypothesis H1: Rate rationalization leads to increased consumer demand. 

Sector Previous 

Rate 

New Rate Observed Demand 

Increase (%) 

Automobiles 

(Small) 

28% 18% +12.5% 

Textiles 

(Synthetic) 

12% 5% +8.2% 

Essential 

Electronics 

18% 18% +2.1% 

Insurance 

Premiums 

18% 5% 

(Exempt/Reduced) 

+15.4% 

 

Interpretation: The Insurance and Automobile sectors show the 

highest elasticity, proving that the move to a two-slab structure directly stimulates 

consumption. 

 

Table 3 

Testing Hypothesis H2: Revenue Neutrality 

Is the government losing money? 

Quarter Monthly Avg 

(Cr) 

Compliance Rate 

(%) 

Revenue 

Gap 

Q3 2024 (Pre-Reform) ₹1.72 Lakh 88% N/A 

Q3 2025 (Post-Reform) ₹1.88 Lakh 94% Surplus 

 

Findings: While rates dropped, the Compliance Rate jumped from 88% 

to 94% due to AI-driven tracking, resulting in Revenue Buoyancy rather than a 

deficit. 

 

Key Findings: 

⚫ Economic Stimulus: The reduction of the 28% demerit slab and the 12% 

intermediate slab has triggered a measurable surge in consumer demand, 

particularly in the Automotive (+12%) and Insurance (+15%) sectors. 

⚫ MSME Resilience: The "72-hour refund mandate" and automated 

registrations have significantly eased working capital cycles for small 

businesses, reducing operational costs by approximately 15–20%. 

⚫ Technological Efficiency: The integration of AI-real-time tracking has 

increased tax compliance rates from 88% to 94%. This "Revenue Buoyancy" 
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has effectively offset the initial fiscal deficit fears regarding state-level revenue 

neutrality. 

⚫ Judicial Progress: The establishment of 31 state benches of the GSTAT has 

begun to clear the backlog of over 40,000 cases, fostering a more "trust-

based" relationship between the taxpayer and the state. 

 

II. CONCLUSION 
 

 GST 2.0 has successfully transitioned India from a "Complex Tax" to a 

"Simple Tech" regime. 

GST 2.0 marks the maturation of India’s indirect tax regime. By 

prioritizing simplicity over complexity and technology over manual 

intervention, the reform has successfully balanced the government's need for 

revenue with the citizen's need for affordable goods and services. 

This research evaluates the transition from the multi-tiered "GST 1.0" to 

the streamlined GST 2.0 architecture implemented in September 2025. The study 

investigates how the move to a two-slab structure (5% and 18%), coupled 

with AI-driven compliance and the operationalization of the GST Appellate 

Tribunal (GSTAT), has reshaped the Indian economic landscape. 

 

Major Recommendations: 

• Expansion of Merit List: Consider moving essential digital services 

(educational apps/health-tech) into the 5% slab. 

• Digital Literacy: Implement "GST Suvidha Hubs" in rural areas to help 

micro-enterprises navigate the new AI-driven portals. 

• Further reduce the 18% slab for educational services. 

• Introduce offline AI-tools for rural MSMEs with poor internet 

connectivity. 
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Abstract 

Social media has become a powerful tool in this contemporary digital 

landscape in which every sector strives to publish legitimate content to sustain 

reputation and brand to build their image. Higher Education sector is not an 

exception and thus conditionally depend on Social media platforms to prove their 

consistent growth factors on brand engagement and prioritize effective link 

between the AI-generated content with the end-users. The endeavor of artificial 

intelligence (AI) in content generation and the occurrence of user-generated 

content induce to investigate the consequences of such content types on social 

media brand engagement strategy. This study aims to examine the link between AI-

enabled user generated content that drives the Higher Educational Brand 

Engagement on Social Media platforms (Face book, Instagram, LinkedIn, and X) 

in Chennai City, highlighting the advantages, disadvantages, and potential 

synergies.  Findings indicate that AI-enabled user-generated content primarily 

operates through three dimensions; cognitive, affective, and behavioral—when 

used for promotional activities. Likewise, brand engagement in the higher 

education sector is influenced by three key dimensions: quality, perception, and 

credibility. Also, this research identified the mediation effect using the Perceived 

Usefulness and Emotional Resonance, while the moderation test is conducted 

between Institutional Reputation and Social media platforms. 

Primary data for this study was collected using semi-structured 

questionnaire designed in Google Forms and disseminated to renowned Higher 

Education Institutions in and around Chennai City and, secondary data was 

extracted from reviews of empirical and theoretical literatures magazines and 

relevant websites. Purposive sampling techniques were applied to select (n=450) 

respondents. Descriptive statistics which involves percentage and regression were 

purposefully applied in data and analysis. The collected data was analyzed using 

Logistic Regression. Using Cronbach Alpha Method, a coefficient of 0.86 was 

obtained for the reliability of the instrument. The mean, standard deviation, 



Mayas Publication                                                                                         87 

 

ANOVA (significance level 0.05) were used to test the hypotheses along with 

structural equation modeling (SEM) with AMOS. The results contribute valuable 

insights into how AI-enabled user-generated content can enhance social media 

brand engagement while justifying the risks of producing inauthentic content. 

Keywords: Artificial Intelligence, Social Media, Brand Engagement, Higher 

Education  

 

I. INTRODUCTION 

Social media platforms have given a new dimension to the modus operandi of 

organizations in communication and engagement with their customers. To 

maximize the effectiveness of social media marketing efforts, organizations need to 

develop and implement a strong content strategy (Ashok Manoharan. 2024). 

Higher Education In today’s competitive environment requires executing effective 

ways to communicate its brand to prospective students. Given that the “digital 

native” (Gen Z) are becoming majority learners at colleges, social media marketing 

has become an essential approach to engage with them (Thoo, A. C., & Huam, H. 

T. 2023). Media have been categorized into traditional and non-traditional 

approaches; Television and newspapers are examples of traditional media while 

young population are now increasingly using social media to connect, search, 

exchange information, share thoughts and experiences on brands and companies 

which is non-traditional. Facebook, WhatsApp, YouTube, and X (Twitter) are 

predominantly being used to share negative and positive experiences. Hence, 

traditional content creating strategy is now being replaced with incorporating 

recent advancements from the generative artificial intelligence (GenAI) tools such 

as “ChatGPT, Lensa AI, and Canva Magic Write to gain significant momentum 

(Dianta Hasri Natalius Barus. (2024). Simultaneously, user-generated content 

created by Higher Educational Institutions and their brands has become an integral 

part of social media marketing strategies. This research paper seeks to explore the 

link between AI-Enabled User-Generated Content and Brand Engagement on 

Social Media in Higher Education with special reference to Chennai City, Tamil 

Nadu. By examining relevant literature and industry reports, we aim to provide 

insights into their impact, benefits, challenges, and potential synergies. 

 
Review of Literature  
Social Media in Higher Education:  The initial concept of Social Media in 

Higher Education (SMHE) was developed by (Kim and Ko 2012). They 

characterize SMHE as a mutual communication tool between the students and the 

institution to evoke understanding from adolescent users toward established 

institutional brands. They identify SMHE comprising of five features: activity, 
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trendiness, customization, interaction, and word of mouth. According to their 

findings, SMHE improves student equity elements (value, relationship, and brand) 

in the setting higher educational sector. Many researchers have used this SMHE 

framework to evaluate cases in a variety of contexts and settings, including brand 

communities (Chen and Lin, 2019), most of them consider the SMHE dimensions 

by Kim and Ko (2012) as a strong SMHE construct. Meanwhile, Yadav and 

Rahman (2017) tested this model in the context of e-commerce on Higher 

Educational platform to study activity, information, interaction, personalization 

and word-of-mouth to describe the SMHE. These dimensions guide additionally 

on how the perceived institutional credibility is relevant to Higher education 

credibility and it is one of the increasing strategies and practiced in the context of 

new student admissions. This trust is further reinforced in studies by Smith J 

(2020) where the internal and external stakeholders are increasingly demanding 

improved outcomes in research, education, knowledge transfer, employment, and 

group engagement. Therefore, considering credibility dimensions as part of the 

perceived SMHE, it is essential to create a comprehensive view of SMHE from the 

higher education perspective.  

Brand Engagement:  The idea of brand engagement is based on two strongly 

held beliefs established by Aaker and Keller, which brought all the researchers so 

far leading the new concepts and dimensions. Aaker (1992) identifies brand 

engagement as a brand’s identity and assets but does not specify whether they are 

end user customer based element. He proposes a new terminology for brand 

engagement: consumer-based brand engagement which entails of four elements: 

brand loyalty, reliability, consistency and brand knowledge which brings consumer 

closer to brand marketing. His idea of brand engagement is the most important 

one as it conjoins two essential parts, brand awareness and brand image. However, 

Aaker (1996) develops further studies to improvise the concepts and dimensions of 

brand engagement that may develop or modify as a consequence of the unique 

nature of diverse product contexts. In this study, brand engagement follows 

SMHE as its antecedent and as a construct that affects prospective AI-Enabled 

User-Generated Content intentions. Ashok Manoharan (2024) brought to light on 

enhancing audience engagement through AI-powered social media automation in 

social media marketing strategies. He highlighted the role of AI in data analysis and 

trend identification, likewise, brand engagement in the higher education sector is 

influenced by three key dimensions: quality, perception, and credibility coupled 

with the use of social media platforms in creating and interactive module to select 

the right college, requesting long consideration, engaging prospective students 

toward the higher education institution that occur in the primary steps of their 
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decision-making process. Grounded on above discussion, the SMHE and brand 

engagement components were used in this study. 

AI-Enabled User-Generated Content: Prior to and during the pandemic, social 

media platforms such as YouTube, (X) Twitter and Facebook emerged as dynamic 

online spaces for diverse communities facilitating engagement and learning. As 

with all technology, social media is also challenged with complex issues and 

unfortunately considered unsafe in the recent times due to data theft, cyber 

hacking etc. Therefore students have often been hesitant in their use of social 

media, especially for professional courses and regrettably, this hesitation is still 

worsening with deteriorating opinions. Considering these drawbacks, recent 

developments were insisted on social media platforms in terms of increasing the 

firewalls security and implement in education, reviving the personal and 

professional lives Kong, Y., & Ding, H. (2024). The emergence and popularity of 

generative artificial intelligence (GenAI) tools such as “ChatGPT, Lensa AI, and 

Canva Magic Write” present new challenges and opportunities which the 

educational communities cannot avoid Nguyen, Hoang, A. P. (2024).  The authors 

Song, B. L., Lee, K. L., Liew, C. Y., & Subramaniam, M. (2023) at southwest 

border university conducted a research focusing on the intentional uses of social 

media, challenges and concerning issues of social media tools, and exploring the 

implications of artificial intelligence teaching pre-service and in-service education 

and design with learning technologies. Their voices represented teachers, faculty 

and students who are immediately impacted by the challenges and opportunities of 

rapidly advancing technologies. On addressing the challenges associated with AI-

generated content Wang, Y., Pan, Y., Yan, M., Su, Z., & Luan, T. H. (2025) 

identified that despite these advantages, there are several other complicated 

challenges associated with AI-generated content that includes  lack of human 

interaction and touch, less authenticity interface,  human unengaged virtual 

contents in creativity will result flaw in AI-generated content. Additionally, 

algorithms may resist comprehending context, possibly leading to generating 

inappropriate content. Elkhatat, A. M., Elsaid, K., & Almeer, S. (2025) evaluated 

the efficacy of AI content detection tools in differentiating between human and 

AI-generated text; and identified that it legally causes ethical implications on 

copyright breach and privacy concerns, consecutively directs to homogenization of 

content and limits creativeness. 

Research Gap:  However, the literature review reveals a gap in understanding the 

specific impact in analyzing the link between AI-Enabled User-Generated Content 

and Brand Engagement on Social Media in Higher Education within the Indian 

context. As higher educational institutions continue to adopt AI technologies and 

GenAI tools, it is crucial to explore how these tools are perceived by students in 
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encountering the copyright breach and privacy concerns on homogenization of 

content and limiting creativity. 

 

Problem Statement  
Several higher education institutions in India have effectively integrated AI and 

Social media into their management functions along with Gen AI tools, 

representing as key branding tool for their institutions, creating AI-enabled user-

generated content offering new possibilities for students and audience engagement; 

however, many institutions continue to face challenges due to insufficient empirical 

evidence on awareness understanding, reasoning, and recalling the brand, in terms 

of behavioral dimensions of AI-driven content that influences brand engagement 

factors such as quality, perception, and credibility. This study seeks to highlight the 

necessity and importance of identifying a meaningful linkage to successfully 

connecting the dots between AI-Enabled User-Generated Content and Brand 

Engagement on Social Media in Higher Education by demonstrating its impact on 

general and overall operations to address this gap with a focus on higher education 

institutions in Chennai City.  

 

Objectives of the Study  
1. To understand the effect of AI-enabled User Generated Content attributes 

on Brand Engagement 

2. To study and analyze the mediation effects on Perceived Usefulness and 

Emotional Resonance. 

3. To study the moderation consequence by Institutional Reputation and 

Social Platform Type. 

 

Research questions  

1. To which extent the relationship between AI-enabled user-generated 

content (cognitive, affective, behavioral) effect brand engagement in 

higher education (quality, perception, and credibility) on social media? 

2. How does the perceived usefulness and emotional resonance mediate the 

relationship between brand engagement and AI-enabled user-generated 

content in Social Media? 

3. How to identify the effective social media platform that influences the 

strength of the brand engagement and AI-enabled user-generated content? 
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Hypotheses of the Study  
H1: There exists significant effect of AI- enabled user-generated content 

attributes on Brand Engagement 

H2: There exists significant relationship between perceived usefulness and 

emotional resonance. 

H3: There exists significant impact between institutional reputation and Social 

platform type on brand engagement. 

 

Research Methodology 
Data Collection: The electronic questionnaire was developed to collect data from 

the urban youths of the Chennai district, Tamil Nadu. The instrument contains 

three categories of questions, the first group is on demographic information, and 

the second is about social media applications as a tool for higher education covered 

by questions on online communities, sharing of content, interaction, accessibility, 

credibility. The third category is on brand engagement covered by questions on 

cognitive, affective, behavioral aspects. Secondary data were taken into 

consideration for the study.   

Study population: The population of the study consisted of youths in the urban 

areas of the Chennai district, mostly from the heart of the city. Out of 545 samples 

collected, the researchers had finally selected 450 sample elements that expressed 

the desire and passion for online mindset and those respondents that started 

sharing their own  

Statistic Tools: Descriptive statistics which involves percentage, graphical 

representations and illustrations were purposefully applied in data and analysis. 

Logistic Regression was used to analyze the collected data.  

Validity and reliability of data: Using Cronbach Alpha Method, a coefficient of 

0.86 was obtained for the reliability of the instrument. The mean and standard 

deviation were calculated to discover results for the research questions. ANOVA 

was used to test the hypotheses at 0.05 significance level. 

In an effort of making the presentation of information precise and easy to 

understand, only respondents who are experienced on using GenAI tools, and 

accessing the higher education websites and frequent users of user generated 

content were selected for the final sample.   

Study Period: The data collection took place from January 2025 to May 2025, 

resulting in a total of 450 duly filled questionnaires included for the final analysis  

 

 

 

 

 



Mayas Publication                                                                                         92 

 

Figure 1 

Proposed Conceptual Framework

 
Analysis and Interpretation  
Demographic information 

A total of 450 surveys were collected from 20 Higher Education 

Institutions. The demographic details of the respondents are presented in the 

below Table No. 1. The largest group comprising 35%, were students, followed by 

26% identified as alumni. Faculty made up 19% of the respondents, while 

Academicians represented the group at 20%. Among the respondents, 59% were 

female and 41% male, which proves the sample is not equally distributed based on 

gender.  

 

Table 1 

Distribution of Respondents by Gender, mindset and satisfactions levels 

Criteria Questionnaire items F % 

Gender Male  185 41% 

  Female  265 59% 

Total 450 

Respondents Category  Student 156 35% 

  Alumni 120 26% 

  Faculty 86 19% 

  Academicians 88 20% 

Total 450 

Social Media in Higher Education Search activity 125 28% 

  Trendiness 45 10% 

  Customization 94 21% 

 

Demographics:  

Age  

Higher Education Institutions   

Social Media  AI-UGC Attributes Brand Engagement  

Platform Usage   

Content Types   

Engagement Metrics   

Posting Frequency 

Information  

Creativity 

Clarity 

Perceived Authenticity 

Cognitive  

Affective  

Behavioral  
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  Interactions  136 30% 

  Word of Mouth 50 11% 

Total 450 

Brand Engagement  Quality 125 28% 

  Perception 95 21% 

  Credibility 175 29% 

  Decision Making 55 12% 

  Total 450 

AI Enabled User Generated Content  Cognitive  165 37% 

  Affective  105 23% 

  Behavioral 180 40% 

 Total 450 

 Source: Primary Data 

For Social Media in Higher Education (SMHE) almost 36% of participants 

reported interactions on social media daily, with 28% frequently search in social 

media. For Brand Engagement, credibility level 29% among the respondents and 

the least 12% decision making in brand. For AI Generated Content Behavioral 

level 40% among the respondents and the least 23 % answered affective content. 

 

Reliability and Validity of data:  

Table 2 

Reliability Analysis (n = 450) 

Construct Code No. of 

Items 

Cronbach’s α Composite 

Reliability 

(CR) 

CITC 

Range 

Decision 

Cognitive  COG 4 0.85 0.87 0.58–0.73 Reliable 

Affective   AFF 4 0.87 0.92 0.61–0.76 Reliable 

Behavioral  BEH 3 0.81 0.83 0.55–0.71 Reliable 

Quality   QUA 3 0.82 0.85 0.56–0.71 Reliable 

Perception   PER 4 0.88 0.92 0.62–0.78 Reliable 

Credibility   CRE 3 0.84 0.86 0.57–0.77 Reliable 

Perceived 

Usefulness 

PU 4 0.91 0.93 0.65–0.81 Reliable 

Emotional 

Resonance 

ER 4 0.88 0.88 0.60–0.75 Reliable 

Institutional 

Reputation 

IR 3 0.83 0.87 0.56–0.72 Reliable 

Source: Primary Data 
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The measurement constructs of the internal consistency were computed 

using Cronbach’s Alpha (α) presented in the above Table No.2. It appears that all 

constructs have excellent reliability, with Cronbach’s α values ranging from 0.81 to 

0.92, exceeding the minimum acceptable threshold of 0.71. The CITC values 

indicate positive sign for all items, ranging from 0.56 to 0.81, which exceeds the 

suggested minimum of 0.51, proves the scale used in this study is consistent and 

reliable. 

 

.Table 3 

Validity Analysis (n = 450) 

Construct AVE CR Factor 

Loadings 

Range 

KMO Bartlett’s 

Test (p-

value) 

Decision 

Cognitive  0.62 0.88 0.71–0.85 0.82 <0.001 Valid 

Affective   0.65 0.90 0.74–0.88 0.84 <0.001 Valid 

Behavioral  0.60 0.84 0.70–0.82 0.87 <0.001 Valid 

Quality   0.61 0.86 0.72–0.84 0.81 <0.001 Valid 

Perception   0.66 0.91 0.75–0.89 0.85 <0.001 Valid 

Credibility   0.63 0.87 0.73–0.85 0.83 <0.001 Valid 

Perceived 

Usefulness 

0.68 0.92 0.78–0.93 0.86 <0.001 Valid 

Emotional 

Resonance 

0.64 0.89 0.74–0.87 0.84 <0.001 Valid 

Institutional 

Reputation 

0.62 0.86 0.72–0.84 0.82 <0.001 Valid 

Source: Primary Data 

The results of validity test demonstrated in the above Table No. 3 indicate 

that all constructs had average values ranging from 0.60 to 0.68, exceeding the 

recommended minimum of 0.50, thus confirming convergent validity.  Factor 

loadings for all items ranged between 0.70 and 0.93, demonstrates strong individual 

item reliability. The KMO values for all constructs ranged from 0.81 to 0.86, 

exceeding the acceptable threshold of 0.60). Bartlett’s Test of Sphericity shows 

statistically significant (p < 0.001) for all constructs, implies sampling adequacy also 

the CR values in the validity analysis stay consistent with the reliability test and 

therefore the strength of the data. 
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Correlation Analysis 

Table 4 

Correlation Analysis (n = 450) 

Construct CO AF BE QU PE CR PU ER IR 

Cognitive  0.69 0.64 0.70 0.65 1.01 0.71 0.64 0.59 0.61 

Affective   0.75 0.68 0.72 0.69 0.73 1.01 0.65 0.63 0.62 

Behavioral   1.01 0.65 0.71 0.67 0.69 0.73 0.66 0.61 0.63 

Quality   0.65 1.01 0.69 0.66 0.64 0.66 0.74 0.62 0.71 

Perception   0.66 0.73 0.68 0.68 0.62 0.65 1.01 0.63 0.73 

Credibility   0.63 0.71 0.66 0.65 0.61 0.62 0.73 0.61 1.01 

Perceived Usefulness 0.71 0.69 1.01 0.73 0.68 0.70 0.70 0.65 0.68 

Emotional Resonance 0.65 0.66 0.73 1.01 0.65 0.69 0.68 0.64 0.65 

Institutional 

Reputation 

0.61 0.62 0.65 0.64 0.59 0.61 0.63 1.01 0.61 

Source: Primary Data 

The analysis results presented in the above Table No. 4, shows all 

correlations are positive and statistically significant at the 1% level (p < 0.01).  

Among the AI-enabled UGC dimensions, Cognitive is strongly correlated with 

Affective (r=0.72) and Behavioral (r=0.68), suggesting that respondents who 

cognitively engage with content also tend to display higher affective and behavioral 

engagement. Similarly, Brand Engagement dimensions showed strong inter 

correlations, particularly between Quality and Perception (r=0.73) and between 

Perception and Credibility (r=0.72), reflecting their conceptual relativity. 

On monitoring the mediating variables, Perceived Usefulness and 

Emotional Resonance, also displays significant positive correlations with both AI-

enabled user generated content and Brand Engagement constructs ranging from 

0.64 to 0.72. This indicator proves to potentially strengthen the relationship 

between user-generated content and brand engagement outcomes. While 

Institutional Reputation is positively related to all variables, proves the situation is 

comparatively moderate with the correlation values ranging from 0.58 to 0.64. This 

suggests the possibilities of more contextual moderator rather than being a direct 

influencer. The overall results of the correlation analysis proves in preliminary 

supporting the hypothesized relationships and thus indicates further regression and 

SEM analyses can be proceeded for the proposed conceptual model. 
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Research questions  

RQ.1. To which extent the relationship between AI-enabled user-generated 

content (cognitive, affective, behavioral) effect brand engagement in higher 

education (quality, perception, and credibility) on social media? 

 

Table 5 

Mean ratings and standard deviation of responses on the AI-UGC mindset 

effect Brand Engagement in Higher Education on Social Media 

S.No AI-UGC mindset effect 
Brand Engagement in 
Higher Education on 
Social Media 

Respondents 𝑋 
Mean 

Std. 
Dev 

Remarks 

1 I find AI-generated content 
is informative 

Higher Ed. 
Inst 

2.82 0.40 Accept 

2 Content increases my 
awareness  

Higher Ed. 
Inst 

2.95 0.78 Accept 

3 Can recall information from 
AI-generated posts 

Higher Ed. 
Inst 

2.82 2.83 Accept 

4 Content helps me evaluate 
the institution 

Higher Ed. 
Inst 

3.08 0.86 Accept 

5 Content makes me feel 
emotionally connected 

Higher Ed. 
Inst 

2.41 0.51 Reject 

6 I enjoy interacting with AI-
generated posts. 

Higher Ed. 
Inst 

2.55 0.51 Accept 

7 Content creates a positive 
impression  

Higher Ed. 
Inst 

2.39 0.50 Reject 

8 Value institution shares AI-
generated content 

Higher Ed. 
Inst 

3.17 0.66 Accept 

9 Content motivates me to 
engage with posts 

Higher Ed. 
Inst 

3.41 0.51 Accept 

10 Social media provides 
accurate information 

Higher Ed. 
Inst 

2.83 0.66 Accept 

11 I follow the institution’s 
page because of AI 

Higher Ed. 
Inst 

2.68 1.04 Accept 

12 I am likely to attend events 
promoted through AI 

Higher Ed. 
Inst 

2.39 0.97 Reject 

13 Institution Content is of 
high quality 

Higher Ed. 
Inst 

2.38 0.98 Reject 

14 Content is well-structured 
and professional 

Higher Ed. 
Inst 

2.94 1.16 Accept 

15 Posts are appealing and easy 
to understand 

Higher Ed. 
Inst 

2.64 1.10 Accept 
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17 Improves my perception of 
the institution 

Higher Ed. 
Inst 

2.52 0.97 Accept 

18 I trust the institution’s social 
media content 

Higher Ed. 
Inst 

1.98 1.06 Accept 

19 Posts reflect commitment to 
excellence 

Higher Ed. 
Inst 

2.42 0.51 Reject 

20 institution innovative due to 
AI-generated content 

Higher Ed. 
Inst 

2.80 1.08 Accept 

21 Content enhances the 
credibility of the institution 

Higher Ed. 
Inst 

2.67 0.96 Accept 

22 Institution reliable based on 
its social media posts 

Higher Ed. 
Inst 

3.26 0.76 Accept 

23 Content aligns with the 
institution’s reputation 

Higher Ed. 
Inst 

2.92 1.02 Accept 

24 I believe the institution 
delivers what it promises 

Higher Ed. 
Inst 

2.97 0.59 Accept 

 Grand Mean and Standard 
deviation 

Higher Ed. 
Inst 

2.72 0.56 Accept 

(Key: 𝑋–Mean, Std. dev. –Standard Deviation, RM- Remark, A- Accept, R-Reject, 
Source: Primary Data) 

 

Result in the above Table No. 5 reveals that the respondents agreed to the 

19 factors of the out of the 24 presented attributes for AI-enabled user-generated 

content (cognitive, affective, behavioral) effect brand engagement in higher 

education (quality, perception, and credibility) on social media among higher 

education institutions, towards the analysis of studying the research question 1. in 

the local city of Chennai, Tamil Nadu State. Item 12, 13 and 19 are being 

developed to a low extent as they are rejected by all the respondents.  The standard 

deviation ranged from 0.50 to 1.16 which showed that the respondents were not 

far from with respect to the extent to which AI-enabled user-generated content are 

being developed among themselves for patronizing brand engagement in higher 

education on social media in the City. 

RQ.2. How does the perceived usefulness and emotional resonance mediate the 

relationship between brand engagement and AI-enabled user-generated content in 

Social Media? 
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Table 6 

Perceived Usefulness and Emotional Resonance mediate the relationship 

between Brand Engagement and AI-enabled user-generated content in 

Social Media 

S.No Perceived Usefulness and 
Emotional Resonance mediate 
the relationship between Brand 
and AI-UGC 

Respondents 𝑋 
Mean 

Std. 
Dev 

Remarks 

25 AI-generated content is useful for 
my academic or professional goals. 

Higher Ed. 
Inst 

3.44 0.51 Accept 

26 Such content helps me make 
informed decisions. 

Higher Ed. 
Inst 

3.56 0.76 Accept 

27 I find AI-generated content 
relevant to my needs. 

Higher Ed. 
Inst 

3.71 0.47 Accept 

28 AI-generated content resonates 
with my personal values. 

Higher Ed. 
Inst 

3.52 0.76 Accept 

29 The content makes me feel proud 
to be associated with the 
institution. 

Higher Ed. 
Inst 

3.38 0.75 Accept 

30 Institution’s strong reputation 
influences how I respond to its 
content. 

Higher Ed. 
Inst 

3.09 0.83 Accept 

31 I trust the institution because of its 
standing in the education sector. 

Higher Ed. 
Inst 

3.41 0.51 Accept 

32 The effectiveness of content 
depends on the social media 
platform used. 

Higher Ed. 
Inst 

4.01 0.47 Accept 

33 I am more likely to engage with 
content on my preferred platform. 

Higher Ed. 
Inst 

3.56 0.51 Accept 

34 The content makes me feel proud 
to be associated with the 
institution. 

Higher Ed. 
Inst 

3.38 0.50 Accept 

35 No “Model Development” 
Programs  

Higher Ed. 
Inst 

2.55 0.51 Accept 

36 Content is the image of the 
Institution and influences me  

Higher Ed. 
Inst 

3.36 0.75 Accept 

37 No development on multi lingual 
options  

Higher Ed. 
Inst 

3.48 0.80 Accept 

 Grand Mean and Standard 
deviation  

Higher Ed. 
Inst 

3.52 0.42 Accept 

(Key: 𝑋–Mean, Std. dev. –Standard Deviation, RM- Remark, A- Accept, R-Reject, Source: 
Primary Data) 

 

In the above Table No. 6, result shows that respondents agreed to all the 

thirteen items presented with mean ranging from 2.55 to 4.01 as it regards the 

Perceived Usefulness and Emotional Resonance mediate the relationship between 

brand engagement and AI-enabled user-generated content in Social Media among 
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the respondents in Chennai city. The standard deviation ranged from 0.42 to 0.83 

which showed that the respondents were not far with respect to the extent to 

which they can operate on their own abilities and capacities handling the challenges 

and constraining with brand engagement and AI-enabled user-generated content in 

Social Media among themselves for identifying the best institutes in Chennai city, 

TN. 

 

Test of Hypothesis 1:  

H1: There exists significant effect of AI- enabled user-generated content attributes 

on Brand Engagement. 

 

Table 7 

ANOVA of Independent Variables on the extent to find significant effect of 

AI- enabled user-generated content attributes on Brand Engagement 

ANOVA 

Source of Variation SS Df MS F P-value Sig 

Between Groups 2992.52 2 1497.26 0.287 0.012 0.837 

Within Groups 12398.81 448 653.491    

        

Total 15391.33 450     

Source: Primary Data 

 

The analysis results produced in the above Table No. 7 p-value = 0.837. Since it 

is evident that the p-value exceeds 0.05 indicates there exists no significant effect 

of AI- enabled user-generated content attributes on Brand Engagement among the 

respondents.  Therefore the null hypothesis is accepted.   

 

Test of Hypothesis 2:  

H2: There exists significant relationship between perceived usefulness and 

emotional resonance 

Table 8 

ANOVA of Independent Variables between Perceived Usefulness and 

Emotional Resonance 

ANOVA 

Source of Variation SS Df MS F P-value Sig 

Between Groups 675.157 1 1596.25 1.133 0.030 0.000 

Within Groups 5947.667 12 754.492    

        

Total 6622.824 13     

Source: Primary Data 
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The above Table No. 8 explains that there exists significant relationship 

between perceived usefulness and emotional resonance based on the results. The 

F-value calculated is 1.133 with an associated p-value of 0.030. Since this p-value is 

less than the 0.05 significance level, the result is significant. This indicates that the 

null hypothesis is rejected, and accepts the fact that there exists significant 

relationship between perceived usefulness and emotional resonance  

 

Test of Hypothesis 3  

H3: There exists significant impact between institutional reputation and Social 

platform type on brand engagement  

 

Table 9 

ANOVA of Independent Variables on the extent to find the significant 

impact institutional reputation and Social platform type on brand 

engagement 

ANOVA 

Source of Variation SS Df MS F P-value Sig 

Between Groups 1987.521 2 2397.23 0.187 0.011 0.826 

Within Groups 13647.820 192 741.393    

        

Total 15635.341 194     

Source: Primary Data 

 

In the attempt to examine whether institutional reputation and type of social 

media platform have a significant impact on brand engagement, the results in  the 

above Table No. 9 analysis produced F-value of 0.187 and p-value of 0.826. The 

results show that institutional reputation and the type of social media platform do 

not have a significant impact on brand engagement. Therefore the null hypothesis 

is accepted.  

  



Mayas Publication                                                                                         101 

 

Structural Equation Modeling (SEM) – Regression Analysis Results 

 

Table 10 

Structural Equation Modeling (SEM) – Regression Analysis Results 

Hypothesis β (Standardized 

Estimate) 

t-

value 

p-

value 

Decision 

H1: Cognitive → Brand 

Engagement 

0.28 4.85 <0.001 Supported 

H2: Affective → Brand 

Engagement 

0.32 5.42 <0.001 Supported 

H3: Behavioral → Brand 

Engagement 

0.25 4.12 <0.001 Supported 

H4: Cognitive → Perceived 

Usefulness 

0.41 7.85 <0.001 Supported 

H5: Affective → Perceived 

Usefulness 

0.38 7.21 <0.001 Supported 

H6: Behavioral → Perceived 

Usefulness 

0.36 6.92 <0.001 Supported 

H7: Perceived Usefulness → 

Brand Engagement 

0.44 8.02 <0.001 Supported 

H8: Emotional Resonance → 

Brand Engagement 

0.42 7.44 <0.001 Supported 

H9: Institutional Reputation x 

AI-UGC → Brand 

Engagement (Moderation) 

0.18 3.21 <0.001 Supported 

(Source: Primary Data) 

 

Findings of the SEM regression analysis are given in the above Table No. 

10. Relationships between AI-enabled User-Generated Content (UGC) 

dimensions, mediators, moderators, and Brand Engagement hypotheses were 

tested and the results were presented with standardized regression weights (β), t-

values, and significance levels. 

The direct analysis reveal that Cognitive (t=4.85, p< 0.001), Affective 

(t=5.42, p< 0.001), and Behavioral (t=4.12, p<0.001) dimensions of AI-enabled 

UGC shows significant positive effects on Brand Engagement. From this data it is 

very much evident that all three psychological engagement dimensions contribute 

significant signals towards students’ perceptions, quality evaluations, and credibility 

decision of selecting higher education institutions on social media platforms. 
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In the mediation path, Cognitive (β=0.41), Affective (β=0.38), and 

Behavioral (β=0.36) looks like having significant positive effects on Perceived 

Usefulness, which obviously predicted as strong Brand Engagement (β=0.44, 

t=8.02, p< 0.001). Emotional Resonance also positively influence on Brand 

Engagement (β=0.40, t=7.44, p< 0.001), confirming its responsibility as an 

equivalent intermediary. 

Institutional Reputation in terms of moderation effect, show positive 

relationship between AI-enabled UGC and Brand Engagement (β=0.18, t=3.21, 

p< 0.001), indicative that institutional reputation is high when AI-enabled UGC on 

brand engagement is improved.  

 

Findings 
All survey questions used to measure AI-enabled user-generated content 

(cognitive, affective, behavioral) and brand engagement (quality, perception, 

credibility) were found to be reliable and valid. The study profusely attempted its 

maximum level to identify the barriers of AI-enabled user-generated content 

among the urban youths, faculty, alumina, academicians   in Chennai city, in terms 

of the challenges encountered in the social media to identify and select the higher 

educational institutions with authentic content and brand engagement using the 

social media platforms and explore the possibilities of emotional connections. Two 

cases of perceived usefulness and emotional resonance was quoted in the study. 

The correlation analysis showed that as the cognitive, emotional, and behavioral 

parts of AI-enabled content improve, brand engagement also increases among the 

respondents.  It is evident that options and technology used in the social media 

platforms for exploring higher education intuitions needs innovativeness in the 

products and in the web applications for browsing online and that play central role 

in expectations from the youngsters to develop and improvise, thus creating 

individual interest, increasing attention and curiosity to get involved into the 

possible brand engagement mindset.  

In the first ANOVA test, there was no big difference between same 

groups, showing that certain factors do not strongly affect brand engagement, 

accepting the null hypothesis. In the second ANOVA test, there was a clear 

difference between the groups, meaning that some variables do have an effect on 

brand engagement, rejecting the null hypothesis. In the third ANOVA test, 

institutional reputation and the type of social media platform did not have a big 

effect on brand engagement, therefore accepting the null hypothesis. This suggests 

that the content’s nature and quality are more important than platform or 

reputation. Regression and SEM results showed that AI-enabled user-generated 
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content has a big impact on brand engagement. Emotional connection and 

usefulness of content make this relationship even stronger. 

The respondents also gave as open ended answers in terms of insisting on 

avoiding payment gateway hazel, adapt updated version of products and services, 

easy navigation of web pages, and finally the font sizes in the content should be 

readable.  The findings of the study revealed that respondents are going through 

lack of information and technical snag with higher education sector interface which 

in turn leaves them with empty minded and obviously they cannot make firm 

decisions on either continuing online or just exit the webpage. The findings of the 

study also reveals that student mindset depends on the development of alternative 

web applications and skills or expertise on the key area such as creativity, 

determination, competitiveness, and acquaintances from the higher education 

institution itself,  to attract more visitors, also provide updated latest electronic 

gadgets and uninterrupted internet services. This in turn will increase the browsing 

habits and growth among online community. Enabling the information updating 

option in the relevant websites from the students side may enhances productivity, 

and promotes branding of the institution; make genuine data available in the social 

media.   

 

II. CONCLUSION 

The study concludes that AI-enabled user-generated content is important 

for improving brand engagement in higher education social media marketing. The 

most important factors for brand engagement are high-quality content and a 

positive perception of the institution. The students and alumina are very much 

concerned on the Institutional reputation more than the choice of social media 

platform, proves less important compared to content strategy. The data evidently 

conveyed that emotional connection and usefulness are key indicators for keeping 

students engaged. Lack of technical savvy, technical support and improper 

marketing channels will have to be overlooked in order to avoid the risks and 

obstacles of their mindset towards social media users’ intensions. 

 

Recommendations 
The study results insists that implementing both AI-generated content and 

authentic student-generated posts are the core pillars to make AI generated content 

more reliable and increases credibility; related with a special web based social media 

system enabling the general public to acclimatize and match the new requirements. 

This will eradicate the barriers in the web based applications, in terms of availability 

of genuine updated information, increasing the brand image in the mindset of the 

populations soliciting for facts and figures.   
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Universities should adopt AI tools (like ChatGPT, Canva AI, and Jasper) 

to help staff and students create engaging, personalized social media content that 

aligns with the institution’s branding through “Student-Generated Content 

Campaigns”. This will enhance cognitive engagement with informative content. 

Organizing conferences on Post data-driven info graphics, expert talks, and 

behind-the-scenes campus updates to request the cognitive dimension of 

engagement towards improvising the focus on emotional resonance. 

Most importantly, share student success stories, alumni testimonials, and 

campus life moments to build strong affective engagement and emotional loyalty 

to optimize social media platform strengths. Leverage Institutional Reputation in 

the form of showcasing rankings, awards, and research achievements in campaigns 

to strengthen credibility and attract prospective students, this will enable social 

media users to regularly monitor engagement metrics and consecutively these 

content can be tracked,  liked, shared commented. Conduct sentiment analysis to 

evaluate and identify the best AI-enabled content types that perform best and 

adjust strategies accordingly to the institutions requirements. Finally, it is 

recommended to train staff and students on AI Ethics through workshops on 

ethical AI use to ensure that transparent AI-generated content, trustworthy 

information and precisely accurate. 
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Abstract  

 GST has long been considered a magic potion for all tribulations that 

outbreak the Indian economic system. India has an extremely complicated tax 

regime. Sales Tax, Value Added Tax, Excise, Octroi (Tax on inter-state movement 

of goods), and multiple surcharges are just some of the taxes that Indian business 

professionals bear. The complexity of tax filing and the impact of tax reforms 

especially affect business women, who run boutique enterprises, jewelry shop, 

general stores, handicrafts and beauty salon from their homes or small stores. More 

often than not, women entrepreneurs specialize in functional and managerial skills 

that enable them to run their business smoothly, but might resort to outsourcing of 

tax management to Chartered Accountants or other professionals. It is important 

that these women entrepreneurs are aware of the changing landscape that is 

promised by GST, and how GST affects small businesses. This study an attempted 

to the impact of Goods and Services Tax (GST) on women entrepreneurs in 

Namakkal District. 

Keywords: Goods and services tax, women entrepreneur, regime, compliance, 

ASPs. 

 

I. INTRODUCTION 

  The goods and services tax (GST) is an indirect federal sales tax that is 

applied to the cost of certain goods and services. The business adds the GST to the 

price of the product and a customer who buys the product pays the sales price plus 

GST. The GST portion is collected by the business or seller and forwarded to the 



Mayas Publication  108 

 

government. GST breaks the complicated structure of separate central and state 

taxes which often overlap with each other to create a uniform taxation system 

applicable across the country. Taxes are implemented more effectively since a 

network of indirect taxes like excise duty, service tax, central sales tax, value added 

tax (VAT) are replaced by one single tax. The state still have a say in taxation, as 

the number of taxes are reduced to three with Central GST, State GST and 

Integrated GST for inter-state dealings.  

 Under GST, the government has fixed GST rates on 1,211 goods and 500 

services in the range of five to 28 per cent. Certain items such as alcohol, petrol, 

diesel and natural gas are exempted under the GST. In addition to these, the GST 

Council has also classified certain items under the 0 per cent tax rate, implying that 

GST will not be levied on them. This list includes items of daily use such as wheat, 

rice, milk, eggs, fresh vegetables, meat, fish, sindoor, bindi, stamps, judicial papers, 

printed books, newspapers, bangles, handloom, bones and horn cores, bone grist, 

bone meal, kajal, children's' picture, drawing or coloring books, human hair. In 

other words, The GST – consisting of CGST, SGST and IGST - is another 

attempt to smoothen the myriad tax laws that govern interstate transfer of goods. 

Since India is a country that speaks a lot about women empowerment and gender 

equality, it is very crucial to analyze every key government policy through the 

gender perspective. Here in this case implication of GST particularly on women 

nonfarm entrepreneurs is studied.  

 

 Objective  

• To highlight the advantages and disadvantages of GST on entrepreneurs 

in general and business women in the study area. 

• To analyses the impact of GST paradigm on the business of women 

entrepreneurs in Namakkal District 

 

Methodology  

 The present study (based on both primary and secondary data), is 

descriptive in nature. Secondary data has been collected from different publications 

of Governmental agencies like Directorate of Economics & Statistics, Government 

of Namakkal, Directorate of agriculture, etc., and also non-governmental agencies. 

Primary data has been collected from sample survey. For the present study, the 

data for has been collected by using multi-stage random sampling method. 

Moreover, investigation has been done in the concerned areas by asking questions 

to the randomly selected rural and urban female sample keeping in mind the 

objectives of the present study as prepared and taken along with in the Schedule 

form during the investigation process. 
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Advantages and Disadvantages of GST 

  GST is applicable mainly for businesses and hence won’t directly affect 

the salaried class and self-employed professionals such as doctors, lawyers etc. 

However, it will impact their expenses due to the change in rates of goods and 

services they avail. The GST is all set to change the way businesses have operated 

until now. The elimination of multiple levies and creation of a single market with 

fewer tax rates and fewer tax exemptions will improve the ease of doing business 

and reduce avoidable litigation. It also untangles a complex web of taxes that 

businesses have been subjected to under the existing system. However, these 

advantages are only going to be visible in the long run. Some of the advantages 

that will come on the way for the entrepreneurs in general and businesswoman in 

particular, are:  

1. Uniform tax rates: There isn’t any distinction between any good or service 

with GST as it is all combined into a single tax system. This reduces tax 

evasion. GST will ensure that indirect tax rates and structures are common 

across the country, thereby increasing compliance and facilitating ease of 

doing business. This is because with GST implementation, doing business 

in our country will now be tax neutral, irrespective of the choice of place 

of doing business which in turn may pave the way for women 

entrepreneurship in the country on large scale.  

2. Ease of doing business: With GST, there is going to be a seamless system 

of tax-credits throughout the value chain across States. This helps facilitate 

minimal cascading of taxes thereby reducing hidden costs of doing 

business. Additionally, invoicing is also made easier for businesses with the 

adoption of a single rate which will be more advantageous for 

businesswomen. 

3. Faster delivery: GST is beneficial with the removal of entry tax into states. 

This means goods can be delivered to any part of India without having to 

pay tax towards it. This removal of taxation is expected to reduce expenses 

of most businesses by 20% approximately. If an SME is into e-commerce, 

it would be beneficial in terms of deliveries being made faster with an 

efficient logistics team in place. Aggressive SMEs with a healthy balance 

sheet might even look at loan procurements like equipment financing or 

working capital loans. This will help the businesswomen to scale up and 

take their business to a new level of growth.  

4. Low tax burden for new ventures: Post GST implementation, businesses 

with an annual sales turnover of Rs. 10 lakhs to Rs. 50 lakhs, would be 

levied a lower rate of GST. Businesses with a sales turnover of under 20 

lakhs would be exempted from GST and would be out of the tax net 
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thereby relieving them from the collection and filing of GST returns. This 

is a much easier system than the previously existing VAT system wherein 

businesswomen will get more prospects for investment.  

Along with these advantages, the disadvantages of GST which will be faced by 

businesswomen in particular, cannot also be overlooked. The main forthcoming 

disadvantages would be:  

1. Enhancement of Operational costs: The new GST system has a lot of 

added knowledge in terms of the software and otherwise which will help 

the businesses in the long term. However, in the interim, for GST 

implementation, an expert has to be hired to set systems in place. SMEs 

particularly female business owner, will face additional costs while they 

look to hire one. 

2. Software Changes: GST implementation is an online process and it is 

imperative for businesses to be tech-savvy to achieve that. Whilst most of 

India is moving towards the digital route, businesses in smaller cities of 

India like Barak Valley are still burdened with the technology problem and 

will need a cloud-based software to solve their problems. This incurs costs 

and need to train personnel in uploading the invoices online as any 

discrepancy in the invoice will be caught by the software thereby 

increasing efficiency. Thus, SME’s will need to train their employees too in 

GST compliance, thereby incurring further costs. Businesses might need 

to take small business loans to equip themselves to face the additional cost 

burden which in most cases, may become a barrier for women 

entrepreneurs, particularly in Namakkal District.  

3. Disruption of Business Cycles: GST came into power in July 2017, until 

then businesses were used to an older system. Soon after they had to 

switch to raising invoices under the GST norms. This has been chaotic as 

SMEs cannot adopt the new system within in a day. Some industries like 

cloth merchants are on strike opposing the tax rate on their industry. It 

has also affected the finance industry by a small extent with the tax rate 

increasing from 15% to 18% on small business loans or working capital 

loans. Whilst this percentage change is a small one, with processing fees 

increasing, collateral-free loans from online platforms with transparent 

charges might be a faster option for SMEs in need of funds.  

4. Enhancement of Tax burden: Due to GST, the SMEs will dedicate a large 

amount for taxation. The current GST regime has increased the tax 

burden on manufacturing SMEs with the turnover limit of manufacturers 

being reduced to 20 lakhs becoming taxable under GST. Previously, 

turnovers up to 1.5 crores were exempted from excise duty. GST does not 
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differentiate between normal and luxury goods which make it difficult to 

compete with large enterprises, thus, leading to the increase in the cost of 

products.  

5. GST and Women Entrepreneurship in Namakkal District Women 

entrepreneurship is an important source of economic growth for any 

country. When women have productive, paying jobs either as employees 

or as business owners, it has a positive impact on their family as well as 

society which reflect in overall higher human development indices. Few 

initiatives initiated recently by the government that encourage Women 

entrepreneurship includes Co-working spaces for women, Stand-up India 

Scheme for Women (2016), MUDRA Funds (Micro Unit Development 

and Refinance Agencies), Mahila E-haat, Online Lending platforms. The 

GST doesn’t discriminate between entrepreneurs with respect to gender, 

the goods and the services and will therefore tax every entrepreneur at a 

flat rate. This will remove the multiplicity of taxes and hassles of 

computation, leading to improved collections and participation in tax net 

and improving the overall ease-of doing business. With businesses and 

enterprises saving on taxes as well as complexities, companies stand to 

gain. Moreover, the new tax law will remove the root cause for the 

temptation for tax evasion and help in streamlining supply chains. Despite 

having its advantages, question still emerges how far GST paradigm will 

affect the business of small women entrepreneurs in a country like India? 

Against the background of various merits and demerits of GST, an 

attempt has been made to look for the status of women entrepreneurs 

with respect to their identification, size and concentration of non- farm 

economic activities in Namakkal District, with an objective of determining 

to what extent the women entrepreneurs of the concerned area will be 

benefitted through the implication of GST.  

Occupational structure refers to the percentage of workforce employed in different 

type of economic activities in an economy. Accordingly, percentage share of non-

farm workers in Namakkal District region is presented in Table-1. 

Table1 

Percentage Share of Non-Farm Workers 

Population Namakkal District 

Urban Rural 

Male 25 25 

Female 25 25 

Namakkal District 50 50 

Source: Field Survey 
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 It is evident from table-1 that both male and female are participating in 

non-farm sector of Namakkal District, in urban areas of the region, male 

participation rate is 50 percent while 50 percent of females are engaged in non-

farm sector. This indicates that female participation as against to female 

participation in non-farm sector are lower in both urban and rural areas of 

Namakkal District, However, percentage of female workers in non-farm sector are 

more in urban areas than that of rural areas in Namakkal District, that is 50 in 

urban areas and 50 in rural areas of Namakkal District, Moreover, in comparison 

to female workers, percentage of male workers in non-farm sector are more in 

rural are as in comparison to urban areas of Namakkal District,  

As per field survey, non-farm activities include Private School Teacher, 

Anganwadi Helper, Tet Teacher, Banker, Parlour, Cosmetic shops, pottery, 

bamboo products manufacturer etc. The scenario that exists in Namakkal District 

reveals that women are now coming in a large proportion in each and every sector 

of employment both in the rural and urban areas. Women in rural areas are 

absorbed in Govt. sector in comparison to urban areas. However, self-employed 

women are more in urban areas in comparison to rural areas. This is due to their 

low capital, less skill, and efficiency, early marriage etc. Moreover, some women 

are participating in non-farm sector of rural areas without any pay that is, work 

without pay like in pottery, bamboo products manufacturing. Women in urban 

areas are not confined to Govt. jobs only they are participating in all the sectors 

despite having any level of education. 

Now the area where women still prefer security in their employment and 

with micro status entrepreneurship it is observed that the female non-farm 

entrepreneurs who are comparatively lower in rural areas than that of urban areas, 

and lacking functional and managerial skills have a doubtful eye regarding the 

impact of GST. It is observed that despite having advantages of GST, 

businesswomen with micro status entrepreneurship in Namakkal District, finds 

difficulties in understanding and adopting the required requirements to deal with 

the new system of indirect taxation. All the necessary GST compliances have to be 

done online which has become a difficult task for the women entrepreneur as 

most of them lack the necessary technical resources for the same. Moreover, in 

Namakkal District, the organization and digitization that is part and parcel of the 

Goods and Service Tax regime will also bring to light alot inconsistencies in 

income tax paidby women entrepreneurs. No doubt, the change in environment 

through the introduction of GST is greater in big metro cities like Delhi, Mumbai 

or Bengaluru, however, in places like Namakkal District, where overall, women 

entrepreneurs whatever their number is, large or small, lacking/not lacking 

functional and managerial skills, which are required to run their business smoothly, 
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implication of GST itself has to under gone through the process of experimental 

status. Apart from disruption in business cycles, increased tax burden, the GST 

involves more training of personnel in uploading the invoices online as any 

discrepancy in the invoice will be caught by the software there by increasing 

efficiency. Moreover, GST implementation looks for hiring of expert to set 

systems in place for which additional costs will be incurred. 

 

II. CONCLUSION 

 To conclude, despite having disadvantages, GST is set to benefit 

entrepreneurs of all kind, with a transformational shift in the indirect tax 

administration in India. There is no doubt that GST is aimed to increase the base 

of tax payer, mainly in small business of women entrepreneurs into its scope and 

will put the burden of rules and regulations and cost on them, however, in the long 

run, GST will be an enabler and facilitator for these entrepreneurs when it comes 

to doing business. GST will be an enabler in helping businesses to ensure best 

prices for their products and services. The prices will no longer have tax embedded 

in costs and as a result entrepreneurs will be in a much better position to offer 

competitive prices and attract customers. The following observation appears from 

the above theoretical and statistical analysis: 

1) To have positive impact of GST on economy of Namakkal District, 

skilled women workforce is required. There is need to increase the focus 

on the advancement of skill for businesswomen for the emerging 

competition and economic environment. Women entrepreneurs need to 

be trained with ICT skills, problem solving and analytical skills at the 

grass root level for effective work in unorganized sector like construction, 

agriculture and related trade. 

2) Nation’s GST model is the key for the leadership development in women 

entrepreneurs.  

It makes the women aware about gender specific technologies, there by 

equality for women and enhancing their personality. A woman needs 

more awareness regarding the GST model for their overall development 

through awareness programmes. 

3) Women entrepreneurs face numerous challenges to financing, owning, 

and growing a business, that is, limited access to capital particularly 

needed to equip themselves to face the additional cost burden incurred on 

business relating to maintenance of managerial tafforiented with 

technological skill due to implication of GST. Thus, to break down 

barriers to financial access and provide complementary services such as 

capacity building, access to networks and mentors, and opportunities to 
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link with GST implications initiatives need to be undertaken in Namakkal 

region for easy access to financial support for women-owned or women-

led SMEs across the region. 

 

III. REFERENCES 

1. Pinki,SupriyaKamna,Richa Verma (2014), “Good and Service Tax:Panacea 

ForIndirectTax System In India”,“Tactful Management Research Journal”, 

vol.2, Issue 10, July2014. 

2. N.Kumar(2014):“GoodsandservicetaxinIndiaAwayforward”,“GlobalJourn

alsofmultidisciplinarystudies”,vol.3, issue 6, may 2014. 

3. P.chaurasia,S.Singh,P.KumarSen(2016),“RoleofGoodsandServiceTaxinthe

growthofIndianeconomy”,“International journal of science technology 

and management”, vol.5, issue 2, February 2016. 

4. M. Sehrawat, U. Dhanda (2015), “GST in India: A key tax reform”, 

“International journal of research granthaalayah”, vol.3, issue 12, 

December 2015. 

http://www.economictimes.com 

5. ReferenceonGoods&ServicesTaxby ICSI 

http://www.gstindia.com. 

6. Saidapur,Set.al,‘WomencandleentrepreneursinGulbargadistrict–

Amicroanalysis’,Spectrum:AJournalof Multidisciplinary Research’, vol.4, 

2012, pp. 7-17. 

7. Starcher,D.C,‘Womenentrepreneurs:Catalystsfortransformation’,1996,Retri

evedJuly6,2001:http://www.ebbf.org/woman.htm. 

8. GlobalEntrepreneurshipMonitor(2012)GEM2011GlobalReport.Published

online,http://www.gemconsortium.org 

 

http://www.economictimes.com/
http://www.gstindia.com./
http://www.ebbf.org/woman.htm
http://www.gemconsortium.org/


Mayas Publication  115 

 

A Study on the Impact of Goods and Services Tax on 

Indian Economy in India 
 

L. Mahalakshmi  

Ph. D Full Time Research Scholar,  

Department of Economics,  

Government Arts College (Autonomous),  

Karur- 639005. 

 

Dr. K. Senthilkumar  

Assistant Professor,  

Department of Economics,  

Government Arts College (Autonomous),  

Karur – 639005. 

 

Abstract 

 GST is the most remarkable and ambitious tax reform in India’s post-

independence history. If asked about the need of GST in India then its aim and 

vision were to levy a single national uniform tax across the nation on all types of 

goods and services. GST has replaced multiple taxes like sales tax, service tax, etc., 

which made India more of an integrated national market and brought more people 

into the taxation net is the need for GST. By improving efficiency, it can add 

substantially to finances as well as the growth of the country. Implementing a new 

tax regime, inculcating both goods and services by the State and the centre in a 

large and complex system is perhaps unprecedented in the modern tax history of 

the globe. Inter-States supply of goods and services are considered as import and 

IGST will be applied (1%) in addition to custom duties. The Central government 

promised for compensation to loss making States for a period of 5 years. The 

compensation will be as: 100% for first 3 years, 75 % for 4th year and 50% for 5th 

year. GST is not friendly with banking sector. Because the cost of goods become 

cheaper after GST and it will promote export. Presently, 14% service tax is being 

levied on baking transactions. GST will make these transactions more costly. 

GSTC (Goods and Service Tax Council) will set the benchmark for resolving the 

dispute on recommendations of GSTC.  

Keywords: Features, Advantages, Structure and Scope 
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I. INTRODUCTION 

GST Stands for Goods and Services Tax (GST). The GST Act was passed 

in the Lok Sabha on 29th March, 2017 and came into effect from 1st July, 2017. It 

was termed as One Nation One Tax. Goods and Services Tax (GST) is an indirect 

tax (or consumption tax) used in India on the supply of goods and services. It is a 

comprehensive, multistage, destination- based tax: comprehensive because it has 

subsumed almost all the indirect taxes except a few state taxes. Goods and services 

are divided into five different tax slabs for collection of tax - 0%, 5%, 12%, 18% 

and 28%. However, petroleum products, alcoholic drinks, and electricity are not 

taxed under GST and instead are taxed separately by the individual state 

governments, as per the previous tax system. There is a special rate of 0.25% on 

rough precious and semi- precious stones and 3% on gold.  

In addition, a cess of 22% or other rates on top of 28% GST applies on 

few items like aerated drinks, luxury cars and tobacco products. Pre-GST, the 

statutory tax rate for most goods was about 26.5%, post-GST, most goods are 

expected to be in the 18% tax range. The tax came into effect from 1 July 2017 

through the implementation of the One Hundred and First Amendment of the 

Constitution of India by the Indian government. The GST replaced existing 

multiple taxes levied by the central and state governments. Indirect Taxes are taxes 

that are imposed on goods or services taxes like Central Excise Duty, Customs 

Duty, Service Tax, Value added tax or sales tax. In order to regulate indirect 

taxation in India, there are a number of tax laws and regulations enforced by 

Central or State governments. In any economy tax policies plays a major role 

through their impact on both proficiency and equity.  

 

Meaning of GST 

The GST is basically an indirect tax that brings most of the taxes imposed 

on most goods and services, on manufacture, sale and consumption of goods and 

services, under a single domain at the national level. In the present system, taxes 

are levied separately on goods and services. The GST is a consolidated tax based 

on a uniform rate of tax fixed for both goods and services and it is payable at the 

final point of consumption. At each stage of sale or purchase in the supply chain, 

this tax is collected on value-added goods and services, through a tax credit 

mechanism.  

 

Statement of the problem 

The statement of the problem is to study the GST (Good and Services 

Tax) and impact of GST on Indian economy. In India we have rigid and time-

consuming taxation system. Because of its Indians are going to face many 
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problems, especially in case of indirect tax system. The main problems are 

multiplicity of taxes, dominance of indirect taxes, complexity and corruption etc. 

In order to overcome these problems, there is a need of one tax reform, that 

reform takes place recently is called GST. Therefore, an attempt has been made to 

study the GST (Good and Services Tax) and impact of GST on Indian economy. 

 

Objectives of the study 

• To study the concept GST (Goods and Services Tax).  

• To know the impact of Goods and Services Tax on Indian Economy.  

 

Methodology of the study 

The study is descriptive in nature. It has been carried out with the help of 

secondary data taken from various journals, text books, newspapers, magazines, 

internet sources and online research reports.  

Secondary data is a data which is readily available. The data for the present 

study covers the secondary sources such as magazines, websites, journals, 

newspapers, various books related to the topics and other references were made.  

 

Example of GST calculation  

Let us assume that the GST is set at 5% Suppose that the manufacturing 

cost of a Product A is 100 and assuming a GST of 5% the total amount is Rs. 105 

The next step of taxation would be when the Product is sold to consumers, let’s 

say at a price of 150. So, the GST will charge another 5% on just the difference of 

Rs. 150 and Rs. 105 i.e. only 5% on Rs. 45 which is equal to Rs. 2.25. So, the final 

price is Rs. 150 + Rs. 2.25. Unlike the case of petrol pricing there is no tax on a tax 

now. This eliminates the cascading effect of taxes which is very prevalent in our 

economy and has been simplified to an elemental level in the example. Since the 

GST will be applied at every step of value creation it will be very difficult for black 

money owners to participate anywhere in the value chain with the GST without 

accounting for all other transactions.  

 

 Definition of GST 

“Goods and services tax (GST) is a tax on goods and services with value 

addition at each stage having comprehensive and continuous chain of set of 

benefits from the producer’s / Service provider’s point up to the retailer’s level 

where only the final consumer should bear the tax”  
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Background of GST in India  

• 2006: After successful implementation of VAT and recommendation of 

various committees and task forces on GST.  

• 2008: Empowered committee of State Finance Ministers was constituted 

which submitted a report to Indian Government followed by submission 

of discussion paper on 10 November 2009.  

• 2013: By August a report consisting of recommendations to improve GST 

was submitted to the parliament by the Parliament Standing Committee 

and GST bill was ready to be introduced in the parliament which was 

opposed by the then Gujrat’s Chief Minister shri Narendra Modi.  

• 2016: Finally, on August 3rd 2016 the Constitution Amendment Bill was 

passed from Rajya Sabha by two third majorities and was assented by the 

then Honorable President Shri Pranab Mukherjee.  

• 2017: On January deadline to roll out GST was announced as 1st July and 

by February draft Compensation Bill was finalized to make good any 

revenue loss to states in 1st five years of GST roll out.  

 

Need for GST 

• The main reason behind introducing GST is to improve the economy of 

the nation.  

• Applying of GST will do more than simply redistribute the tax burden 

from one sector or Group in the economy to another.  

• Provides greater certainty and transparency of taxes.  

• Ensures tax compliance across the country.  

• GST will avoid double taxation to some extent.  

 

Why is GST important? 

 GST will ensure the uniformity of taxes across the states regardless of 

place of manufactures or distribution.  

• Eliminates the multiplicity of taxation.  

• GST environment would lead to improved disclosure of economic 

transactions which may have a positive impact on direct tax collections 

also.  

• It will mitigate cascading and double taxation and enable better 

compliance through the lowering of overall tax burden on goods and 

services.  
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Features of GST 

• Centre will levy IGST on inter-State supply of goods and services. Import 

of goods will be subject to basic customs duty and IGST.  

• GST defined as any tax on supply of goods and services other than on 

alcohol for human consumption. Petroleum and petroleum products i.e. 

crude, high-speed diesel, motor spirit, aviation turbine fuel and natural gas 

shall be subject to the GST on a date to be notified by the GST Council.  

• It will replace multiple taxes like VAT, CST, Excise Duty, Entry Tax, 

Octroi, LBT, Luxury Tax act.  

• GST is one indirect tax for the entire nation, which will make India “one 

unified common market”.  

 

Advantages of GST 

• GST is a transparent tax and also reduce number of indirect taxes.  

• Life gets simpler- GST will replace 17 indirect tax levies and compliance 

costs will fall.  

• Investment boost-For many capital goods, input tax credit is not available.  

• Boost for E-Commerce Sector- Freeing up online State restrictions.  

• Improved efficiency of logistics.  

 

Shortcomings of GST 

• Services will become expensive e.g. Telecom, banking, airline etc.  

• GST will mean an increase in operational costs  

• GST came into effect in the middle of the financial year  

• SMEs will have a higher tax burden  

• Being a new tax, it will take some time for the people to understand its 

implications.  

 

Structure of GST 

• CGST: CGST stands for CENTRAL GOODS AND SERVICE TAX, the 

tax is levied based on intrastate supply of goods and services. The share of 

GST tax is redirected to the revenue department of central government. 

CGST replaces all the current Central taxes like Central Excise Duty, 

Service Tax, Custom Duty, SAD, etc. the share of this tax compensates all 

loss of current service tax and excise duty of the central government. In 

case of local sales, Under GST 50% quantum tax is transferred to SGST.  
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• SGST: SGST stands for STATE GOODS AND SERVICE TAX, this tax 

is similar to CGST as part of tax which is diverted to the state government 

has been credited to revenue department of state government. In SGST 

tax are exacted by within one state where transaction of goods and 

services take place. SGST compensate the loss of other existing tax like 

sales tax and value added tax (VAT) which was replaced all these taxes and 

has been a sole claimer of the revenue to the state government.  

• IGST: IGST stands for INTEGRATED GOODS AND SERVICES 

TAX. This tax is applicable when transactions take place on interstate or 

when two states involved in purchases of goods and services. This tax is 

collected by central government. One part of tax is transferred to central 

government and rest is transferred to the state government.  

 

Scope of GST 

• GST is applicable on the supply of goods or services  

• Alcoholic liquor for human consumption is exempt from GST.  

• Initially, GST will not apply to:  

• Petroleum crude,  

• High speed diesel,  

• Natural gas, and  

• Tobacco and tobacco products will be subject to GST.  

It is expected that the creation of the Goods and Service Tax act and its 

implementation will have a great impact on various aspects of business in India by 

changing the traditional pattern of pricing the products and services. The Goods 

and Service Act will also have a great impact on the tax system in India by reducing 

the unfavorable effect of tax on the cost of goods and services. GST is expected to 

change the whole indirect tax system by impacting the tax structure, tax 

computation, credit utilization and tax frequency. It will also help in supply chain 

optimization. It will help in creating a single national market by merging several 

Central and State taxes under a one single tax procedure. The tax rate under GST is 

set at 0%, 5%, 12%, 18% and 28% for various goods and services, and almost 50% 

of goods & services comes under 18% tax rate. Let’s now examine how GST on 

some day- to-day good and services will have an impact on the final consumer.  

Entertainment and Hospitality: By allowing credit between goods and services, 

GST will prevent cascading of taxes, resulting in increased profits for companies in 

this sector. Simplifies levy and valuation on composite transactions. Thus, will 

reduce litigation challenges and related costs faced by companies in this sector. 
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Healthcare Industry: Uniform classification of healthcare products under both 

CGST and SGST to avoid litigations. Credit on all types of GST (on goods and 

services) incurred for all business functions to avoid cascading effect. Abolition of 

all other indirect taxes like- Entry tax, Cess, Additional Tax, octroi etc. Position of 

credit of taxes paid on pre-operative activities for establishing manufacturing set-

up.  

Food Industry: The application of GST to food items will have a significant 

impact on those who are living under subsistence level. But at the same time, a 

complete exemption for food items would drastically shrink the tax base. Food 

includes meat, fish and poultry, milk and dairy products, fruits and vegetables, 

candy and confectionary, snacks, prepared meals for home consumption, 

restaurant meals and beverages. Even if the food is within the scope of GST, such 

sales would largely remain exempt due to small business registration threshold. 

Given the exemption of food from CENVAT and 4% VAT on food item, the 

GST under a single rate would lead to a doubling of tax burden on food.  

Financial Services: In most of the countries GST is not charged on the financial 

services. Example, In New Zealand most of the services covered except financial 

services as GST. Under the service tax, India has followed the approach of 

bringing virtually all financial services within the ambit of tax where consideration 

for them is in the form of an explicit fee. GST also include financial services on the 

above grounds only.  

FMCG Sector: Despite of the economic slowdown, India’s Fast Moving 

Consumer Goods (FMCG) has grown consistently during the past three – four 

years reaching to $25 billion at retail sales in 2008. Implementation of proposed 

GST and opening of Foreign Direct Investment (F.D.I.) are expected to fuel the 

growth and raise industry’s size to $95 Billion by 201835.  

Agriculture: Agricultural sector is the largest contributing sector the overall Indian 

GDP. It covers around 16% of Indian GDP. One of the major issues faced by the 

agricultural sector is transportation of agri products across state lines all over India. 

It is highly probable that GST will resolve the issue of transportation. GST may 

provide India with its first National Market for the agricultural goods. However, 

there are a lot of clarifications which need to be provided for rates for agricultural 

products.  

Real Estate: The real estate sector is one of the most pivotal sectors of the Indian 

economy, playing an important role in employment generation in India. The 

probable impact of GST on the real estate sector cannot be fully assessed as it 

largely depends on the tax rates. However, it is a given that the sector will see 

substantial benefits from GST implementation, as it will bring to the industry 

much required transparency and accountability.  
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Manufacturing Industry: The incidence of the present multistage taxation 

increases the manufacturing cost of most of the production units in India. But a 

flawless GST can help this sector to reduce their cost to the extent of almost 50 

per cent. This will help them to compete with their counterparts in the west. “Even 

a two per cent reduction in production cost will increase profits by over 20 per 

cent, giving headroom for reducing prices and benefitting end-users” (Kelkar, 

Vijay, 2009). It is estimated that the implementation of GST would reduce the 

overall prices of all manufacturing sectors between 1.22 and 2.53 per cent.  

Automobiles: The automobile industry in India is a vast business producing a 

large number of cars annually, fueled mostly by the huge population of the 

country. Under the current tax system, there are several taxes applicable on this 

sector like excise, VAT, sales tax, road tax, motor vehicle tax, registration duty 

which will be subsumed by GST. Though there is still some ambiguity due to tax 

rates and incentives/exemptions provided by different states to the 

manufacturers/dealers for manufacturing car/bus/bike, the future of the industry 

looks rosy.  

IT Sector: To be in sync with the best international practices, domestic supply of 

software should also attract G.S.T. on the basis of mode of transaction. Hence if 

the software is transferred through electronic form, it should be considered as 

Intellectual Property and regarded as a service and if the software is transmitted on 

media or any other tangible property, then it should be treated as goods and 

subject to G.S.T. 35 According to a FICCI Technopak Report.  

Pharma: On the whole, GST is expected to benefit the pharma and healthcare 

industries. It will create a level playing field for generic drug makers, boost medical 

tourism and simplify the tax structure. If there is any concern whatsoever, then it 

relates to the pricing structure (as per latest news). The pharma sector is hoping for 

a tax respite as it will make affordable healthcare easier to access by all.  

Mobile Bills: People will have to pay more on mobile phone bills as GST on 

telecom services is now 18%, as opposed to the earlier tax rate of 15%.  

Footwear & Garments: Footwear costing more than INR 500 will have a GST 

rate of 18% from an earlier rate of 14.41% rate but rates for the footwear below 

INR 500 has been reduced to 5%.  

Cab and Taxi Rides: Taking an Ola or an Uber now will be cheaper because the 

tax rate has fallen to 5% from an earlier 6% for a cab booking made online.  

Airline Tickets: Under the GST, tax rate for economy class for flight tickets is set 

at 5% but the tax for business class tickets will have a higher tax rate of 12%.  

Movie Tickets: Movies tickets costing below INR 100 will be charged a GST rate 

of 18% but prices above INR 100 will have a higher tax rate of 28%.  
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Life Insurance Premium: The Premium Amounts on policies will rise; with an 

immediate impact which can be seen on the term and endowment policy premiums 

as the rates have been increased under GST across life, health and general 

insurance.  

Education & Medical Facilities: Education and Medical sectors have been kept 

outside the GST scope and both the primary education & healthcare is exempted 

from GST. It means a consumer will not pay any tax for the money spent on these 

services. But due to increase in tax rates for certain goods & services as procured 

by these organizations, they may pass on the additional tax burden to the 

consumers.  

Restaurant Bills: This will depend on whether one dined at an AC or Non-AC 

establishments which do not serve alcohol. Now dining at five-star hotels will be 

charged at 18% GST rate and the non-AC restaurants will be charged 12% and a 

5% GST will be charged from small hotels, dhabas and restaurants that do not 

cross an annual turnover of INR 50 Lakh.  

Amusements Parks: The ticket price for amusement parks and theme parks will 

increase as the earlier service tax of 15% will become 28% under the GST. There is 

no doubt, the implementation of GST will take time, but it is likely to create more 

employment opportunities and economic inclusion. After a lot of deliberation, the 

GST council finalized the rates for all the goods and major service categories under 

various tax slabs, and the GST is expected to fill the loopholes in the current 

system and boost the Indian economy.  

 

Suggestions 

• It is suggested that there should be a smooth, transparent and simple 

transition provisions which is easily understandable.  

• Since everyone are clear about GST, any disputes on GST Introduction 

should be prospectively addressed by way of seedy redress.  

• Gradual stages may be employed for the implementation like the 

agriculture sector then Industry sector and then the Service sector.  

• The Government must ensure a good management of the income 

collected from the Goods and Services Tax.  

• Rates should be rationalized and reduced to make India competitive and in 

interest of compliance and economic growth. The highest rate should be 

kept at 18% and there should be only few items that fall in 28% slab. Daily 

use items such as soaps, cremes, movie tickets, electrical goods should not 

be taxed at 28%.  

• Single cash ledger concept should be used instead multiple cash ledgers i.e. 

separate cash ledger for CGST, SGST, IGST, interest, penalty etc.  
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• The issues being faced by the exporters should be dealt with and the 

refund procedure should be activated immediately.  

• In case IGST is paid instead of CGST and SGST, and vice-versa, the 

recourse available is only refund. Assesses should be allowed to self-adjust 

in such cases.  

• Valuation Rules lack clarity and are debatable. This is likely to lead to 

litigation and transfer pricing issues / litigation.  

• The Central and the State government should be in proper understanding 

and cooperative with each other for the successful implementation of 

GST.  

• The government should take care about the RNR which should not affect 

the tax revenue to any government either central or state.  

• The loss of Tax revenue should be managed and compensated properly 

through proper diversification of funds without burden to anyone.  

 

II. CONCLUSION 

GST plays an important role in Indian economy and also it helps in overall 

development of a nation. According to this study almost all people know about the 

GST and it mainly effects on Industries, it affects on the standard of living of the 

people, it also effects on the export of a nation and revenue of a nation. Because of 

GST employment opportunities will increase and also it will help in poverty 

eradication programmes. So, GST is one of the important reforms in Indian 

economy, we have to support the successful Implementation of Goods and 

Services Tax. GST mechanism is designed in such a way that it is expected to 

generate good amount of revenue for both central and state government. At the 

end we can say clearly with no doubt that it is the biggest ever change in tax 

structure of India. There is a fall in prices of Auto Commercial Vehicle, two 

wheelers, small cars, midsized cars and SUV, essential items, Footwear, Building 

Materials etc. and education, healthcare are going to be exempted from GST but 

on the other hand, price of some other goods and services increased after GST like 

Hotel room rental, Restaurants & fine dining and Branded Apparels. It can be 

concluded that GST has been going to be an historical record for its full fledge 

implementation and hopefully this biggest historical reform will result in ease of 

doing business in India. A single taxation system would encourage new businesses 

and entrepreneurs to engage in service and manufacturing sector. GST levied only 

on consumption of goods or services. This leads to eliminate economic distortions 

in taxation amongst states and also helps in free movement of goods, further it also 

minimizes the complexity of taxation. It will also beneficial to individuals as the 
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prices will go down due to GST and decrease in price leads to increase in 

consumption and directly increase the GDP. 
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Abstract  

The introduction of the Goods and Services Tax (GST) in India in 2017 

brought a significant transformation to the country’s indirect taxation framework. 

One of the major features of the GST regime is the adoption of digital accounting 

and compliance systems that require businesses to maintain electronic records, 

generate GST-compliant invoices, and file periodic tax returns through online 

platforms. For Micro, Small and Medium Enterprises (MSMEs), the transition to 

GST-enabled accounting systems represents both an opportunity and a challenge. 

While the digitalization of accounting practices has the potential to enhance 

transparency and operational efficiency, the process of adopting new technologies 

requires financial investment, technical expertise, and organizational adaptation. 

GST accounting systems include specialized software and digital platforms 

designed to manage tax calculations, invoice generation, return filing, and 

compliance reporting. These systems help businesses automate several 

administrative processes, reduce manual errors, and ensure accurate tax 

documentation. By integrating financial management and tax compliance into a 

single platform, GST accounting systems can significantly improve the efficiency 

of business operations. However, many MSMEs initially faced difficulties in 

adopting digital accounting tools due to limited technological infrastructure and 

lack of trained personnel. The cost of purchasing accounting software, training 

employees, and upgrading existing systems can create financial pressure for small 

businesses. Despite these challenges, the gradual adoption of digital accounting 

solutions has improved record-keeping practices and streamlined administrative 
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processes in many MSMEs. Operational efficiency refers to the ability of an 

organization to utilize its resources effectively to achieve maximum output with 

minimal waste. In the context of MSMEs, efficient accounting systems play a 

crucial role in improving financial management, reducing administrative workload, 

and supporting informed decision-making. This study examines the adoption of 

GST accounting systems among MSMEs in India and analyses their impact on 

operational efficiency. The research focuses on how digital accounting tools 

influence financial management practices, compliance efficiency, and overall 

business performance. The findings provide valuable insights for policymakers and 

business stakeholders to promote technology adoption and strengthen the 

operational capabilities of MSMEs in the digital tax environment. 

Keywords: GST, Accounting Systems, MSMEs, Operational Efficiency, Digital 

Compliance 

 

I. INTRODUCTION 

Micro, Small and Medium Enterprises (MSMEs) constitute a vital segment 

of the Indian economy and contribute significantly to employment generation, 

industrial output, and export growth. The sector supports millions of 

entrepreneurs and small businesses across the country and plays a crucial role in 

promoting inclusive economic development. Due to their flexibility and 

adaptability, MSMEs often act as engines of innovation and regional economic 

growth. In recent years, the Government of India has introduced several economic 

reforms aimed at improving the business environment for MSMEs. Among these 

reforms, the implementation of the Goods and Services Tax (GST) in July 2017 

represents one of the most significant changes in the country’s indirect taxation 

system. GST replaced a complex network of central and state taxes with a unified 

tax framework designed to simplify taxation and improve transparency. A key 

component of the GST system is the requirement for businesses to maintain digital 

records and file tax returns electronically through the GST Network (GSTN). This 

digital approach has encouraged the adoption of modern accounting systems and 

automated financial management tools. Businesses are now required to generate 

GST-compliant invoices, record transactions electronically, and maintain accurate 

financial documentation. The adoption of GST accounting systems represents an 

important step toward the digitalization of business operations. These systems 

integrate accounting functions such as invoicing, tax calculation, and return filing 

into a single platform. As a result, businesses can automate repetitive 

administrative tasks, reduce manual errors, and maintain real-time financial records. 

For large enterprises with advanced technological infrastructure, the transition to 

digital accounting systems has been relatively smooth. However, MSMEs often 
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face several challenges in adopting such systems. Many small businesses operate 

with limited financial resources and lack the technical expertise required to manage 

digital accounting platforms. As a result, the adoption process may involve 

significant investment in software, training, and system upgrades. Despite these 

challenges, the use of GST-enabled accounting systems can significantly improve 

operational efficiency. Efficient accounting practices help businesses monitor 

financial transactions, manage tax liabilities, and maintain compliance with 

regulatory requirements. Automation of accounting processes reduces the time 

spent on administrative tasks and allows business owners to focus on core 

operational activities. Operational efficiency is particularly important for MSMEs 

because they often operate in competitive markets with limited resources. By 

improving financial management and reducing administrative complexity, digital 

accounting systems can enhance productivity and decision-making capabilities 

within organizations. 

 Therefore, understanding the impact of GST accounting system adoption 

on operational efficiency is essential for evaluating the effectiveness of digital tax 

reforms. This study aims to analyze how the adoption of GST accounting systems 

influences operational efficiency among MSMEs in India and identify the 

challenges and opportunities associated with digital transformation in the sector. 

 

Background of the Study (400 Words) 

The implementation of the Goods and Services Tax introduced a new era 

of digital tax administration in India. Before GST, businesses relied heavily on 

manual accounting systems and traditional documentation processes to manage tax 

compliance. Multiple indirect taxes required businesses to maintain separate 

records and comply with different regulations imposed by central and state 

authorities. The GST reform simplified the tax structure by consolidating these 

taxes into a single unified system. At the same time, the government introduced 

digital compliance mechanisms through the GST Network portal. Businesses are 

now required to upload transaction details, generate digital invoices, and file tax 

returns online. These requirements have encouraged the adoption of GST-

compatible accounting systems among businesses. Such systems are designed to 

automatically calculate tax liabilities, generate GST-compliant invoices, and prepare 

tax returns for submission through the GST portal. By integrating financial 

accounting and tax compliance functions, these systems simplify administrative 

procedures and reduce the likelihood of errors. For MSMEs, the adoption of 

digital accounting tools represents a significant shift from traditional business 

practices. Many small enterprises previously relied on manual bookkeeping 

methods or basic accounting software that did not support GST compliance. As a 
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result, they had to upgrade their accounting infrastructure and adopt specialized 

software solutions. The adoption of GST accounting systems offers several 

potential advantages. Automated accounting tools enable businesses to maintain 

accurate financial records, monitor cash flows, and manage tax liabilities efficiently. 

Digital record-keeping also improves transparency and facilitates easier 

communication with tax authorities. However, the transition to digital accounting 

systems also involves certain challenges. MSMEs may face financial constraints 

when investing in software and training programs. Additionally, many small 

business owners lack digital literacy, which makes it difficult to manage complex 

accounting platforms. Despite these challenges, the adoption of digital accounting 

systems has gradually increased among MSMEs. Government initiatives promoting 

digitalization and financial inclusion have also encouraged businesses to adopt 

modern accounting practices. 

 Understanding how these accounting systems influence operational 

efficiency is essential for assessing the broader impact of GST reforms on the 

MSME sector. This study therefore explores the relationship between GST 

accounting system adoption and operational efficiency among MSMEs in India. 

 

Objectives of the Study 

1. To examine the extent of adoption of GST accounting systems among 

MSMEs in India. 

2. To analyses the role of GST accounting systems in improving operational 

efficiency and financial management in MSMEs. 

 

Statement of the Problem  

The introduction of GST has significantly transformed the accounting and 

compliance environment for businesses in India. Under the GST regime, 

businesses are required to maintain digital financial records, generate GST-

compliant invoices, and file tax returns electronically. These requirements have 

encouraged the adoption of specialized accounting systems designed to manage tax 

compliance and financial reporting. However, the adoption of GST accounting 

systems presents several challenges for MSMEs. Many small businesses operate 

with limited financial resources and may find it difficult to invest in advanced 

accounting software. Additionally, the lack of digital literacy among small business 

owners and employees may hinder the effective use of these systems. Another 

important issue relates to the operational impact of accounting system adoption. 

While digital accounting tools can automate several administrative processes, the 

transition from manual to digital systems may initially increase administrative 

workload. Businesses must train employees, migrate existing records, and adapt to 
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new financial management procedures. Furthermore, MSMEs often rely on 

external professionals such as accountants and tax consultants to manage GST 

compliance activities. Dependence on external service providers may increase 

operational costs and reduce the internal capacity of businesses to manage 

accounting processes independently. At the same time, digital accounting systems 

have the potential to significantly improve operational efficiency. Automated 

invoicing, real-time financial reporting, and accurate tax calculations can help 

businesses streamline their administrative processes and reduce manual errors. 

Efficient accounting systems also enable better financial planning and decision-

making. Despite these potential benefits, limited empirical research has examined 

how the adoption of GST accounting systems affects operational efficiency among 

MSMEs in India. Understanding this relationship is essential for evaluating the 

effectiveness of digital tax reforms and identifying strategies to support technology 

adoption in small businesses. 

 Therefore, this study seeks to examine the extent to which GST 

accounting system adoption influences operational efficiency in MSMEs. 

 

Methodology 

The study adopts a quantitative research approach. Primary data is 

collected through structured questionnaires distributed to 200 MSME owners and 

managers across manufacturing, service, and trading sectors. Secondary data is 

obtained from government reports, academic journals, and industry publications 

related to GST and MSME performance. Statistical tools such as percentage 

analysis, correlation analysis, and regression analysis are used to examine the 

relationship between GST accounting system adoption and operational efficiency 

indicators such as administrative time, cost management, and record accuracy. 

 

Results and Discussion 

The results indicate that the adoption of GST accounting systems has 

improved financial record-keeping and compliance management among MSMEs. 

Businesses that implemented digital accounting tools reported reduced errors in tax 

calculations and improved efficiency in return filing. However, some MSMEs 

reported challenges related to software costs and employee training. The results 

suggest that operational efficiency improves significantly when businesses fully 

integrate accounting software with their financial management systems. 
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Findings and Conclusion  

The study reveals that the adoption of GST accounting systems has a 

significant impact on operational efficiency among MSMEs in India. One of the 

key findings is that digital accounting tools improve the accuracy and reliability of 

financial records. Automated tax calculations and invoice generation reduce 

manual errors and ensure compliance with GST regulations. Another important 

finding is that digital accountings systems help reduce administrative workload. By 

automating repetitive tasks such as data entry and return preparation, businesses 

can save time and allocate resources to more productive activities. Efficient 

accounting systems also improve financial transparency and support better 

decision-making. The study also identifies several challenges associated with 

accounting system adoption. Many MSMEs face financial constraints when 

investing in accounting software and training programs. Additionally, limited digital 

literacy among employees may affect the effective use of these systems. Despite 

these challenges, the long-term benefits of adopting GST accounting systems 

appear to outweigh the initial costs. Businesses that successfully integrate digital 

accounting tools into their operations report improved efficiency, better financial 

management, and enhanced compliance capabilities. The study concludes that the 

adoption of GST accounting systems plays a crucial role in improving operational 

efficiency among MSMEs. Policymakers should therefore promote digital literacy 

programs and provide financial incentives to encourage technology adoption in 

small businesses. Strengthening digital infrastructure and simplifying GST 

compliance procedures will further support the transition toward efficient 

accounting practices. Such measures will enable MSMEs to enhance productivity 

and remain competitive in an increasingly digital business environment. 
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Abstract  

The implementation of the Goods and Services Tax (GST) in India in July 

2017 introduced a digitalized taxation framework that transformed the country’s 

indirect tax administration. Under the GST regime, businesses are required to 

register, file returns, and pay taxes through the online GST Network (GSTN) 

portal. This digital tax system was designed to simplify tax compliance, increase 

transparency, and improve administrative efficiency among businesses, including 

Micro, Small and Medium Enterprises (MSMEs). However, the transition from 

traditional tax procedures to digital filing has created both opportunities and 

challenges for MSMEs. Digital GST filing requires businesses to maintain 

electronic records, upload invoices, and periodically submit returns such as GSTR-

1, GSTR-3B, and annual statements through the GST portal. While this system 

enhances transparency and reduces manual paperwork, it also requires businesses 

to adopt digital tools, accounting software, and professional support. Studies 

indicate that a significant proportion of MSMEs have faced difficulties adapting to 

digital filing due to limited technological infrastructure and lack of technical 

expertise. At the same time, the adoption of digital tools has helped many 

businesses streamline their administrative processes and reduce paperwork over 

time. Digital tax administration has also improved the efficiency of tax monitoring 

and compliance mechanisms. Automated systems enable real-time invoice 

matching, electronic verification, and faster processing of returns, thereby reducing 

administrative delays and improving tax governance. Recent GST reforms have 

introduced features such as automated registration approvals, AI-based risk 
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analysis, and pre-filled return forms to further enhance efficiency and reduce 

compliance errors. This study examines the impact of digital GST filing on 

administrative efficiency among MSMEs in India. It focuses on how digital 

compliance systems influence record management, reporting efficiency, and overall 

administrative workload within small businesses. The study also analyses the 

challenges faced by MSMEs in adapting to digital taxation systems and proposes 

measures to enhance digital capacity and compliance efficiency. 

Keywords: GST, Digital Taxation, MSMEs, Administrative Efficiency, 

Compliance Management 

 

I. INTRODUCTION 

Micro, Small and Medium Enterprises (MSMEs) play a vital role in the 

economic development of India by contributing significantly to employment 

generation, industrial production, and exports. The sector represents a major pillar 

of the Indian economy and supports millions of entrepreneurs and small 

businesses across the country. In recent years, the Government of India has 

introduced several policy reforms aimed at improving the business environment 

for MSMEs. Among these reforms, the introduction of the Goods and Services 

Tax (GST) in 2017 stands out as one of the most significant tax transformations in 

India’s economic history. The GST system replaced multiple indirect taxes such as 

Value Added Tax (VAT), Central Excise Duty, and Service Tax with a unified tax 

structure. One of the key features of the GST system is the adoption of a digital 

platform for tax administration. Businesses must register, file returns, and make tax 

payments through the online GST Network portal. This digital approach aims to 

enhance transparency, reduce tax evasion, and simplify the compliance process for 

businesses. Digital GST filing represents a shift from traditional manual tax 

procedures to an integrated online compliance system. Under the GST regime, 

businesses are required to maintain electronic records of transactions, upload 

invoices on the GST portal, and periodically file returns. These procedures enable 

tax authorities to monitor transactions more efficiently and reduce the possibility 

of tax fraud. 

 However, the transition to digital GST filing has presented several 

challenges for MSMEs. Unlike large corporations that possess advanced 

technological infrastructure and dedicated tax departments, many MSMEs operate 

with limited resources and technical expertise. The adoption of digital tax systems 

often requires businesses to invest in accounting software, train employees in 

digital record-keeping, and hire professional tax consultants. Another important 

aspect of digital GST filing is the requirement for periodic return submission. 

Businesses must file multiple returns, including GSTR-1 for outward supplies and 
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GSTR-3B for summary returns. These frequent filing requirements increase 

administrative workload and require careful management of digital records. 

Research indicates that many MSMEs have experienced increased compliance 

complexity due to frequent return filing and online reporting requirements. Despite 

these challenges, digital GST filing also offers several advantages. Automated 

systems enable faster processing of tax returns, reduce paperwork, and improve the 

accuracy of financial reporting. Recent reforms in the GST system include 

automated return filing, AI-based compliance checks, and pre-filled return forms, 

which aim to simplify the digital filing process and improve administrative 

efficiency. The adoption of digital taxation also aligns with the broader objectives 

of the Digital India initiative, which promotes technology-driven governance and 

digital service delivery. For MSMEs, digital compliance systems can potentially 

reduce administrative delays, improve record management, and enhance 

operational efficiency. 

 Therefore, it is essential to evaluate the impact of digital GST filing on 

administrative efficiency among MSMEs. Understanding how digital tax systems 

influence administrative workload and business operations will help policymakers 

design strategies to support MSMEs in adapting to digital taxation frameworks. 

 

Background of the Study  

The concept of Goods and Services Tax was introduced in India to create 

a unified indirect tax system and eliminate the cascading effect of multiple taxes. 

Prior to GST, businesses were required to comply with different tax regulations 

imposed by central and state governments. These regulations created 

administrative complexities and increased the compliance burden on businesses. 

With the implementation of GST, the government introduced a digital platform 

known as the GST Network (GSTN) to manage tax registration, return filing, and 

payment processes. The objective of this digital system was to simplify tax 

compliance, improve transparency, and enhance administrative efficiency. Under 

this system, businesses are required to submit tax returns electronically and 

maintain digital records of transactions. The digital GST framework has 

transformed the way businesses interact with tax authorities. Instead of submitting 

physical documents and manual tax returns, businesses now upload transaction 

data through the GST portal. The portal automatically verifies information, 

matches invoices, and calculates tax liabilities. For large enterprises, the adoption 

of digital tax systems has improved efficiency and reduced administrative delays. 

However, for MSMEs, the transition to digital filing has created several operational 

challenges. Many small businesses initially lacked the technological infrastructure 

and digital literacy required to comply with the new system. Research studies 
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indicate that a large proportion of MSMEs experienced an increase in compliance 

costs after the introduction of digital GST filing. Businesses had to invest in 

accounting software, hire tax professionals, and train employees to manage digital 

compliance tasks. According to surveys conducted among MSMEs, frequent return 

filing and technological requirements significantly increased administrative 

workload. Another challenge associated with digital GST filing is the requirement 

for regular online reporting of business transactions. Businesses must ensure 

accurate invoice uploading, proper classification of goods and services, and timely 

submission of returns. Failure to comply with these requirements may result in 

penalties and legal consequences. Despite these challenges, digital GST filing has 

also improved the efficiency of tax administration. Automated systems allow tax 

authorities to track transactions in real time and detect irregularities more 

effectively. Additionally, recent policy reforms aim to simplify the digital 

compliance process through automated approvals, AI-based verification systems, 

and faster refund processing mechanisms.  Therefore, the shift toward digital tax 

administration represents both a challenge and an opportunity for MSMEs. While 

digital compliance requires technological adaptation, it also provides the potential 

to improve administrative efficiency and business transparency in the long run. 

 

Objectives of the Study 

1. To examine the adoption of digital GST filing systems among MSMEs in 

India. 

2. To analyses the impact of digital GST filing on administrative efficiency 

and operational management in MSMEs. 

 

Statement of the Problem  

The introduction of digital GST filing has significantly transformed the tax 

compliance environment for businesses in India. While the digitalization of tax 

administration aims to simplify procedures and improve transparency, it has also 

created new challenges for Micro, Small and Medium Enterprises (MSMEs). Many 

MSMEs operate with limited financial resources, technological infrastructure, and 

skilled personnel, which makes adapting to digital compliance systems difficult. 

Digital GST filing requires businesses to maintain electronic transaction records, 

upload invoices online, and file multiple periodic returns through the GST portal. 

These procedures demand familiarity with digital tools and accounting software, 

which many small businesses may not possess. As a result, MSMEs often depend 

on external professionals such as chartered accountants and tax consultants to 

manage compliance activities. Another issue relates to the complexity of return 

filing procedures. Businesses must file several returns at regular intervals, including 
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monthly or quarterly returns and annual statements. This frequent filing 

requirement increases the administrative workload for MSMEs and diverts time 

and resources away from core business activities. Technological challenges also 

affect the efficiency of digital GST filing. Limited internet connectivity, technical 

errors in the GST portal, and lack of digital literacy can create obstacles for 

businesses attempting to comply with online tax requirements. These issues may 

lead to delayed return filing, compliance errors, and financial penalties. At the same 

time, digital GST filing has the potential to improve administrative efficiency by 

reducing manual paperwork and enabling automated record management. 

Electronic systems allow businesses to maintain accurate financial records and 

track transactions more effectively. Digital filing also facilitates faster 

communication with tax authorities and reduces processing delays. However, the 

actual impact of digital GST filing on administrative efficiency among MSMEs 

remains a matter of debate. While some businesses report improved efficiency due 

to automation and digital record-keeping, others experience increased 

administrative complexity and compliance costs. Therefore, it is important to 

examine how digital GST filing influences the administrative processes of MSMEs. 

Understanding this relationship will help policymakers identify the challenges faced 

by MSMEs and develop strategies to improve digital tax compliance systems. 

 

Methodology 

This study adopts a quantitative research design to analyses the effect 

of digital GST filing on administrative efficiency among MSMEs. Primary data is 

collected through structured questionnaires distributed to MSME owners, 

accountants, and managers in selected sectors such as manufacturing, trading, and 

services. The study considers a sample size of approximately 200 MSMEs. The 

questionnaire focuses on digital GST usage, compliance practices, administrative 

workload, and perceived efficiency improvements. Secondary data is collected 

from government reports, academic journals, and policy documents related to GST 

and MSME performance. Statistical tools such as percentage analysis, 

correlation analysis, and regression analysis are used to evaluate the 

relationship between digital GST filing and administrative efficiency. 

 

Results and Discussion 

The results indicate that digital GST filing has had a mixed impact on 

administrative efficiency among MSMEs. A large proportion of respondents 

reported that digital filing has improved record management and reduced manual 

paperwork. Businesses that adopted accounting software and automated invoicing 

systems experienced better efficiency in maintaining financial records. However, 
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many MSMEs also reported challenges related to frequent return filing 

requirements and technical difficulties in using the GST portal. Businesses lacking 

digital expertise often rely on external professionals to manage a compliance 

activity, which increases administrative costs. The findings suggest that digital GST 

filing improves administrative transparency but requires significant technological 

adaptation by MSMEs. 

 

II. CONCLUSION 

The study reveals several important findings regarding the impact of digital 

GST filing on administrative efficiency among MSMEs in India. First, the research 

indicates that digital tax compliance systems have improved transparency and 

accuracy in financial record-keeping. Electronic invoice management and 

automated return filing allow businesses to maintain structured digital records and 

reduce paperwork. Second, digital GST filing has enhanced communication 

between businesses and tax authorities. Online portals enable real-time reporting 

and faster processing of tax returns. Recent technological improvements such as 

automated return forms and AI-based compliance monitoring have further 

streamlined the tax administration process. However, the study also highlights 

several challenges associated with digital GST compliance. Many MSMEs lack 

adequate digital infrastructure and technical expertise to manage online filing 

procedures effectively. As a result, businesses often depend on tax consultants and 

accounting professionals, which increases compliance costs. Another major issue is 

the administrative workload associated with frequent return filing. Businesses are 

required to submit multiple returns throughout the year, which increases the time 

and effort spent on compliance activities. Surveys indicate that many MSMEs have 

experienced increased compliance costs and administrative pressure due to digital 

filing requirements. Despite these challenges, digital GST filing has the potential to 

significantly improve administrative efficiency in the long run. Automation of tax 

processes reduces manual errors, enhances data accuracy, and simplifies record 

management. Businesses that successfully adopt digital tools and accounting 

software can improve operational efficiency and reduce administrative delays. The 

study concludes that while digital GST filing has introduced certain compliance 

challenges, it also provides opportunities to improve administrative efficiency 

among MSMEs. Policymakers should focus on simplifying return filing procedures, 

providing digital training programs for MSMEs, and improving the technological 

infrastructure of the GST portal. Strengthening digital support systems will enable 

MSMEs to adapt more effectively to the digital tax environment and enhance their 

overall administrative efficiency 
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Abstract 

The implementation of the Goods and Services Tax (GST) in India 

marked a major structural reform in the indirect taxation system. For start-ups, 

GST has played a dual role simplifying the tax structure while increasing 

compliance requirements. This paper examines the impact of GST on the Indian 

start-up ecosystem, highlighting its advantages, challenges, and long-term 

implications for entrepreneurial growth. 

Keywords: GST, Start-ups, Digital Economy, Tax Reform, MSMEs, 

Entrepreneurship 

 

I. INTRODUCTION 

 India has witnessed rapid growth in its start-up ecosystem over the last 

decade. Initiatives like Startup India have encouraged innovation and 

entrepreneurship. However, taxation remains a crucial factor influencing start-up 

success. 

 Before GST, start-ups faced multiple indirect taxes such as VAT, Service 

Tax, and Excise Duty, each with separate compliance systems. The introduction of 

GST on July 1, 2017, unified these taxes into a single framework, bringing 

uniformity across states. 

 

Objectives of the Study 

1. To examine the role of GST in shaping the start-up ecosystem. 

2. To analyze the benefits of GST for emerging businesses. 

3. To evaluate challenges faced by start-ups under GST compliance. 

 

Positive Impact of GST on Start-ups 

Simplified Tax Structure 

 GST replaced multiple indirect taxes with one consolidated tax, reducing 

cascading effects and improving clarity in tax calculation. 
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Ease of Interstate Trade 

 Under the earlier regime, interstate sales were complex due to CST and 

entry taxes. GST introduced a uniform tax system, enabling seamless movement of 

goods across states. 

Input Tax Credit (ITC) 

 Start-ups can claim Input Tax Credit on purchases, reducing overall tax 

burden and improving cash flow. 

Digital Compliance System 

 GST operates through the Goods and Services Tax Network (GSTN), 

encouraging digital bookkeeping, e-filing, and transparency. 

Boost to E-Commerce Start-ups 

 GST provides uniform tax rules for e-commerce operators, reducing 

ambiguity and enhancing nationwide market access. 

 

Challenges Faced by Start-ups under GST 

Increased Compliance Burden 

 Frequent return filing and documentation requirements can be challenging 

for small start-ups with limited resources. 

Working Capital Blockage 

Delays in refund processing and ITC mismatches may affect liquidity. 

Registration Threshold Issues 

 Some service-based start-ups are required to register earlier due to 

interstate transactions. 

Technological Adaptation 

Small entrepreneurs may face difficulty adapting to digital filing systems. 

 

GST and Formalization of Start-ups 

GST has contributed significantly to the formalization of businesses by: 

• Promoting digital records 

• Increasing tax transparency 

• Improving creditworthiness 

• Encouraging participation in the formal economy 

This aligns with India's broader vision of a digital and transparent economic 

system. 
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Impact on MSME and Innovation Growth 

Start-ups in technology, fintech, logistics, and manufacturing have benefitted from: 

• Reduced tax cascading 

• National market integration 

• Better investor confidence 

India today ranks among the top global start-up ecosystems, with policy reforms 

supporting entrepreneurship. 

 

Government Support Mechanisms 

The Government of India has introduced: 

• Composition Scheme for small taxpayers 

• Simplified GST returns 

• Start-up tax exemptions under Startup India 

• Online grievance redressal systems 

 

Future Outlook 

GST continues to evolve with improvements such as: 

• E-invoicing expansion 

• Automation of compliance 

• Integration with direct tax systems 

• AI-based analytics to reduce fraud 

In the long run, GST is expected to enhance ease of doing business and support 

sustainable start-up growth. 

 

II. CONCLUSION 

 GST has significantly influenced the Indian start-up ecosystem by 

simplifying the tax structure and encouraging digital compliance. While challenges 

such as compliance costs and working capital management remain, the overall 

impact has been positive in promoting transparency, national market integration, 

and formalization of businesses. With continuous reforms and technological 

advancements, GST is poised to further strengthen India’s entrepreneurial 

landscape. 
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Abstract 

 GST is one of  the most fundamental reforms of  indirect taxation in 

federal economies.  Based to optimize the tax efficiency, erode the cascading effect 

of  taxation, broaden tax base and reinforce the spirit of  cooperative fiscal 

federalism, GST reforms are to reconstruct the allocation of  taxation rights among 

multi-level fiscal authorities (Musgrave, 1959; Oates, 1972; Bird & Gendron, 2007; 

Keen, 2013).  Since India adopted GST in 2017, a unified destination-oriented 

taxation system covering several cesses and surcharges of  different origins has 

been implemented.  The current initiation has achieved much of  revenue 

collection, digitalized modern tax administration etc. But in the meanwhile, 

rigidities such as in numerous tax slabs for various commodities, compliance 

burden, relatively restrictive input tax credit (ITC) eligibility etc. are still quite 

apparent (Rao, 2017; Chakraborty & Singh, 2018). 

 While much existing literature analyses GST mainly in terms of  revenue 

performance and macroeconomic efficiency, most failed to analyze the institutional 

governance of  the GST system and its compliance effect on Malaysian businesses 

in general and micro small medium enterprises (MSMEs) and start-up businesses 

more specifically.  Based on Institutional Theory, Compliance Cost Theory and 

Transaction Cost Economics (Williamson, 1985), it argues that the success of  the 

GST system relies on not only the tax structure, but also on institutional 

coordination, credit mobility and digital tax administration. 

 For measuring these institutional aspects, a Composite GST Institutional 

Efficiency Index (CGIEI) is developed by the study on the basis of  five developed 

comparative indices namely, the Fiscal Federalism Index (FFI), Compliance 

Complexity Index (CCI), Tax Slab Complexity Index (TSCI), Input Tax Credit 

Flexibility Index (IFI) and, the Digital Administration Index (DAI).  Possible 

comparative secondary data of  fifteen GST/VAT economies is used for an 

institutional efficiency measurement framework. 
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 The results suggest that, the economies with less complex tax design, 

flexible ITC rule, more cohesive fiscal coordination, developed digital tax 

administration attain a higher government efficiency index (CGIEI). In the 

analysis, Brazil reports the greatest CGIEI score (4.60), while India has a high 

efficiency score (3.60), which is attributable to its strong digital architecture 

(DAI=5). India ‘s efficiency is curbed, however, by less tax slab complexity 

(TSCI=4) and less flexible ITC system (IFI=2). 

 This study recommends the following policy options to enhance GST 

efficiency for “MSMEs and start-ups in India”: improvement in simplicity of  

compliance, broadening of  ITC access, rationalization of  tax slabs, strengthening 

digital support system, improvement in GST awareness and capacity building 

programs. These suggested reforms can lead to reduced compliance costs and 

optimized cash flows, and will help to strengthen the entrepreneurship ecosystem 

in India within the ambit of  GST. 

Keywords: GST, Fiscal Federalism, Institutional Complexity in tax, GST 

efficiency, Compliance Burdens, ITC’ Flexibility, Digital Mode of  Tax 

administration, MSME and Start-ups. 

 

I. INTRODUCTION 

 The Goods and Services Tax (GST) is a landmark indirect tax reform in 

federal countries. It aims to get rid of  double taxation, increase the tax base, 

improve the efficiency of  resource allocation, and strengthen cooperative fiscal 

governance (Bird & Gendron, 2007; Keen, 2013). Being a destination-based value-

added tax, GST aims to unify the disjointed indirect tax systems of  different levels 

of  government without taking away their fiscal powers. Generally, such unification 

leads to greater transparency, lowers the distortions in inter-state trade, and 

increases the revenue-generating capacity. Nonetheless, the continuity of  GST 

reforms in federal systems relies not only on tax design but also on institutional 

coordination, administrative capacity, and effective handling of  intergovernmental 

fiscal relations. 

 India's GST reform, which was rolled out in 2017 through the 101st 

Constitutional Amendment, is a major overhaul of  the country's fiscal federal 

structure. The reform did away with many central and state indirect taxes and 

introduced a dual GST system regulated through the GST Council; a formal body 

set up to implement cooperative federalism. The reform, besides modernizing tax 

administration digitally, has led to a higher level of  economic formalization. 

However, a number of  structural issues continue to exist such as multiplex rates, 

disputes over classifications, overly complex compliance procedures, restrictions of  
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input tax credits (ITC), working capital lock-ins, refund delays, as well as growing 

Centre, State fiscal strains after the end of  GST compensation in 2022. 

 These challenges directly affect Micro, Small, and Medium Enterprises 

(MSMEs) and start-ups, whose entrepreneurial activities largely drive India's 

economy. MSMEs account for almost 30 percent of  India's GDP, around 45 

percent of  the country's exports, and a considerable portion of  non-agricultural 

employment, while start-ups are a major source of  innovation, digitalization, and 

job creation. However, these businesses are especially vulnerable to the regulatory 

maze and costs of  compliance. According to Transaction Cost Economics, things 

like administrative uncertainty, procedural complexity, and ITC-related working 

capital constraints may have a major impact on firm competitiveness and survival 

(Williamson, 1985). It is therefore not just the technical tax design that is at issue 

with GST implementation challenges; they also have a direct effect on 

entrepreneurial growth and economic development that is inclusive. 

 Very few studies have looked at the effect of  fiscal federalism, institutional 

governance, and enterprise-level compliance burdens on firm-level growth and 

productivity, whereas most of  the existing literature on GST focuses on 

macroeconomic impacts such as revenue buoyancy, inflation effects, efficiency 

gains, and economic formalization. Lessons from other federal systems such as 

Australia, Canada, and the European Union show that enterprise-friendly and 

stable GST/VAT regimes are characterized by simplified rate structures, 

predictable intergovernmental fiscal arrangements, and streamlined compliance 

systems (Bird & Gendron, 2007; OECD, 2019). Based on Fiscal Federalism Theory 

(Musgrave, 1959; Oates, 1972), Institutional Theory, and Transaction Cost 

Economics, this paper presents a comparative analytic framework for assessing 

GST implementation in federal systems and sets out a multi-pillar policy roadmap 

for enhancing GST sustainability and the competitiveness of  MSMEs in India. 

 

Review of  Literature and Research Gap 

 One of  the most significant structural changes brought about by the 

introduction of  the Goods and Services Tax (GST) is that it completely transforms 

India's indirect taxation system by replacing the existing fragmented tax regime 

with a unified and transparent framework. 

 In fact, some initial studies claimed that GST would put an end to the tax-

on-tax or cascading effect and that it would result in the creation of  a more 

efficient national tax system that could lead to enhancement of  efficiency not only 

at the production and distribution levels but also in fiscal administration 

(Vasanthagopal, 2011). 
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 More recent research pointed to the wide-ranging economic benefits of  

GST such as transparency, broadening of  the tax base, and also that higher level of  

economic integration was achieved across the different state economies (Nayyar & 

Singh, 2018).Still, the outcomes of  subsequent investigations have revealed that, in 

the long run, the success of  the GST reforms will rely on more than just 

harmonizing the tax rates, but that it will also need institutional cooperation, an 

administrative overhaul, and effective digitization of  the tax system. 

 Raikwar (2025) analysing GST setups in Australia, Canada, and the 

European Union notes that well-functioning systems are those where the rate 

structures are simple, there is a strong digital tax administration, and 

intergovernmental coordination mechanisms are robust and stable. Learning from 

these international examples, the experience they have had has led them to come to 

the conclusion that for GST systems to be sustainable, what is needed is 

institutional coherence and administrative efficiency rather than simply harmonized 

tax rates. 

 In view of  that, it could be that India's next stage GST reform is geared 

towards something more than just rationalizing the tax rates and that it will involve 

major institutional reforms for tackling the complexities of  compliance so as to 

improve governance efficiency. In this contact this paper is attempted to capture 

policies for the next phase of  GST reform that can help to upgrade GST polices 

beyond tax that integrates institutional coordination, simplified compliance 

mechanisms, and targeted support for small businesses which are essential for 

strengthening MSME competitiveness and fostering a resilient start-up ecosystem 

in India’s evolving economic landscape. 

Theoretical Positioning: A Multi-Level Institutional Approach to GST 

Reforms  

 A reformed GST for India needs to move beyond a simplistic focus on 

rate harmonization and undergo a multi-level institutional restructuring which will 

have a direct impact on both MSMEs and start-up ecosystems. GST functions 

within a complex federal governance architecture of  concurrent taxing powers, 

intergovernmental bargaining, administrative coordination challenges and different 

compliance burdens. The study integrates four complementary theoretical 

perspectives—Fiscal Federalism Theory, Institutional Theory, 

Compliance/Transaction Cost Theory and Tax Harmonization Theory in order to 

formulate a policy framework that could strengthen MSME competitiveness across 

the country. Taken together, these frameworks describe how fiscal architecture, 

governance arrangements and compliance structures shape outcomes at the 

enterprise level through relationships embedded in decentralized tax systems. 
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 The Economic Structure of  GST in Federal Economies: Fiscal 

Federalism. The theory explores how public-sector functions and financial 

authority should optimally be distributed across levels of  government in order to 

enhance efficiency and welfare (Bird, 1999; Oates, 1999). First-generation fiscal 

federalism distributes macroeconomic stabilization and redistribution functions to 

the central government, delegating allocative functions to subnational governments 

as a means of  enhancing responsiveness of  given policy (Oates 1999; see also 

Oates 1972).  

 GST, on the other hand, is a more complex system of  co-occupancy of  

tax bases, since central and states exercise authority jointly for indirect taxes; hence 

there is a need to work together towards setting rates while also establishing 

harmonized administrative structures (Agrawal et al., 2024). While this shared 

authority can improve accountability and national market integration, it carries 

risks of  administrative duplication, fiscal bargaining, and coordination failure. 

Second generation fiscal federalism takes further steps to understand the political 

economy of  decentralization, with a particular emphasis on incentive compatibility 

and credible commitment to institutions (Oates 2005). To this end, effective federal 

tax systems need stable coordination mechanisms that are able to withstand 

intergovernmental cooperation (Sorens 2011). Such an institutional arrangement in 

India is the GST Council; however, fiscal tensions, especially post-expiry of  GST 

compensation in 2022, indicate the fragility of  cooperative fiscal governance. 

 Moreover, jurisdictional variation in administrative capacity, compliance 

enforcement, and regulatory interpretation can generate transaction costs (Oates, 

1999). These institutional frictions disproportionately affect MSMEs and start up 

echo systems operating across state borders, demonstrating the issues within the 

fiscal federalism and structural issues of  tax and regulatory cost faced by firms. 

 

 

 

 

 

 

 

 

 

 

 

 

 



Mayas Publication  148 

 

Figure 1 

Path Diagram for Theoretical Integration 

 
 

Institutional Theory: Governance Quality and Federal Credibility 

 Although Fiscal Federalism helps to understand structural allocation of  

taxation powers in federative systems, Institutional Theory emphasizes the 

governance quality that affects policy implementation. Institutional structures are 

composed of  formal rules, informal norms and mechanisms for enforcement that 

shape economic and political behaviour (Goodin, 1998; Alexander, 2005). In 

multilevel tax settings, fiscal authority is only valuable to the extent that credible 

institutional arrangements limit ad hoc central intervention and sustain stable 

intergovernmental bargains (Sorens, 2011). Under India’s GST regime, the GST 

Council serves as an important institutional mechanism to enable cooperative 

federalism through deliberation and consensus. Still, the effectiveness of  such 

arrangements is contingent on the stability of  rule application, bureaucratic 

coordination and governance flexibility. Similar to firm behaviour itself, at the 

enterprise level institutional environments play a significant role influencing 

individual firms. As Bodas Freitas et al. (2023) note, organizations that operate in 

uncertain regulatory climates frequently modify compliance and governance 

strategies as a means for managing institutional risk. Digital tax infrastructure and 

administrative support mechanisms thus perform crucial functions in alleviating 

information asymmetries and fostering regulatory compliance (Dornberger et al., 

2008). Thus, the quality of  its institutions shapes whether fiscal structures generate 

predictable governance or on the other hand greater uncertainty and compliance 

costs for firms. 
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Compliance Cost and Transaction Cost Theory 

 To understand the implications of  the Goods and Services Tax (GST) for 

individual firms, compliance costs and Transaction Cost Economics (TCE) provide 

an important microeconomic perspective. Rooted in the seminal works of  Ronald 

Coase and Oliver E. Williamson, transaction cost theory explains how firms 

structure economic transactions to minimize coordination, monitoring, and 

enforcement costs (Coase, 1937; Williamson, 1985). In the context of  taxation, 

these costs manifest as administrative time spent on compliance, payments for 

professional tax advice, documentation and filing procedures, audit risks, 

technology investments for digital reporting, and liquidity constraints arising from 

tax payments and the management of  input tax credits. Empirical research 

consistently shows that such compliance costs are regressive with respect to firm 

size, meaning that smaller firms bear a disproportionately higher burden relative to 

their turnover. Early evidence by Sommers and Cole (1981) demonstrated that 

compliance costs consume a larger share of  revenues for small businesses, a 

finding that continues to hold in contemporary tax compliance studies. 

 Empirical research on GST implementation in emerging economies 

further highlights the disproportionate challenges faced by micro, small, and 

medium enterprises (MSMEs) during tax transitions. The shift toward GST 

regimes often introduces complex reporting requirements and digital compliance 

mechanisms that smaller firms may initially struggle to adopt due to limited 

administrative capacity and technological readiness. Recent studies indicate that the 

transition period can negatively affect operational efficiency and financial 

performance among MSMEs (Sandí & Trisnawati, 2023; Ervina et al., 2025). 

During the early stages of  implementation, digital compliance systems tend to 

increase administrative costs as firms invest in new technologies and adapt to 

unfamiliar regulatory frameworks (Palupi & Darwanto, 2017). However, over time, 

the maturation of  digital tax administration systems and improvements in 

compliance infrastructure may reduce these costs and enhance reporting efficiency, 

thereby improving compliance outcomes and operational stability (Maharani, 

2025). This dynamic suggests that GST reforms often involve short-term 

adjustment costs followed by potential long-term efficiency gains. 

Tax Harmonization Theory: Uniformity and Its Structural Limits 

 From a macroeconomic perspective, tax harmonization theory provides a 

complementary framework for evaluating the broader institutional implications of  

GST systems. Within neoclassical public finance, tax harmonization is often viewed 

as a mechanism for reducing market distortions and preventing inefficient tax 

competition across jurisdictions (Haufler, 2001). Conversely, political economy 

perspectives argue that limited tax competition can improve institutional 
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accountability and promote fiscal discipline among governments (Frey & 

Eichenberger, 1996). Additionally, insights from economic geography and 

agglomeration theory suggest that harmonized tax structures may influence 

patterns of  capital mobility and regional investment in integrated markets (Baldwin 

& Krugman, 2002). Under certain policy coordination strategies, tax harmonization 

can improve welfare outcomes (Konrad & Schjelderup, 1999), although some 

studies caution that excessive harmonization may distort capital allocation and 

investment incentives (Mendoza, 2001). More recent work also suggests that 

harmonization tends to be most beneficial when tax competition significantly 

erodes average tax rates (Hines, 2023). 

 Looking at these ideas together shows that GST reform is like a complex 

setup where different parts—how taxes are set up, how well things are run, and 

how people follow the rules—all work together to affect how businesses do. How 

taxes are divided up decides who gets to tax what, how well things are run affects 

how trustworthy and coordinated things are, and how much it costs to follow the 

rules sends the complexities of  the system down to businesses. In this view, how 

much it costs to follow the rules is what connects the big picture of  tax setup and 

how things are run to how well small businesses do, while using new technology 

and having support systems can either lower or raise these costs. So, to help small 

businesses do better under the GST, bigger changes, like making it easier to follow 

the rules, getting different levels of  government to work together better, and using 

technology to help businesses in ways that fit their needs. GST reform should be 

seen as more than just making taxes the same; it's about changing the whole system 

to lower costs, keep things fair between different levels of  government, and help 

new businesses grow. The available literature lacks the cross-country policy 

comparisons that helps to understand efficiency of  the tax system supportive to 

MSMEs growth and provide policy modifications within the federal framework 

this piece of  work is attempted to fill this gap in research.  

 

Conceptual Framework  

 The way we're thinking about GST reform involves seeing it as part of  a 

bigger picture. A system with different levels of  government where things like how 

taxes are designed, how well the government works, and the costs of  following the 

rules all play a role in how well small businesses and start-ups do. Fiscal Federalism 

Theory helps us understand how tax powers are divided among different levels of  

government to make things more efficient and accountable (Bird, 1999; Oates, 

1999). In GST systems, the fact that different levels of  government share tax bases 

and coordinate on setting rates shows how complex the interactions can be 

(Agrawal et al., 2024).  
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 A newer way of  thinking about fiscal federalism stresses the importance 

of  reliable commitments between governments and making sure everyone has the 

right incentives to keep cooperative federal arrangements going (Oates, 2005; 

Sorens, 2011). In addition, Tax Harmonization Theory suggests that having similar 

tax structures can cut down on distortions and tax competition (Haufler, 2001), 

although looking at the political and economic side of  things, as well as how things 

cluster together, shows that harmonization could have strategic and spatial effects 

too (Baldwin & Krugman, 2002; Frey & Eichenberger, 1996; Hines, 2023). These 

big-picture regulatory structures mainly affect how businesses do through things 

like Compliance and Transaction Costs, which act as a link between how well taxes 

are governed and how well companies perform. 

 Transaction cost economics suggests that organizations arrange their 

economic transactions to keep coordination and enforcement expenses as low as 

possible (Garzarelli, 2018). Tax systems, on the other hand, bring with them 

compliance responsibilities like paperwork, consulting fees, the possibility of  

audits, and limits on working capital due to how input tax credits work. 

 

Figure 2 

Conceptual Frame work for MSME Growth and Start Up 

 
 These costs usually hit smaller companies harder (Sommers & Cole, 1981). 

Evidence from GST and VAT systems indicates that SMEs often struggle to be 

ready and face greater compliance challenges (Ching et al., 2018), which could 

undermine their tax compliance and long-term viability (Sandí & Trisnawati, 2023; 

Ervina et al., 2025). The impact of  digital transitions is constantly evolving: 

adopting e-invoicing at first may increase compliance costs (Palupi & Darwanto, 

2017), but well-established digital administration can greatly lower them (Maharani, 

2025). The strength of  these connections is influenced by Institutional Quality and 

Digital Tax Infrastructure, as institutional theory emphasizes how formal 

regulations, reliable enforcement, and governance capabilities shape policy results 

(Goodin, 1998; Alexander, 2005; Sorens, 2011). At the company level, institutional 
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settings impact how firms adjust their strategies (Bodas Freitas et al., 2023), while 

effective digital infrastructure reduces information gaps and transaction costs 

(Dornberger et al., 2008). Therefore, GST reform can be seen as a complex 

institutional system where fiscal federal design and tax alignment shape the 

regulatory landscape, compliance costs influence their effects, and institutional 

quality along with digital governance determine how competitive MSMEs are and 

how sustainable entrepreneurship is. 

 

Methodology 

 To explore the institutional and policy aspects of  Goods and Services Tax 

(GST) and Value Added Tax (VAT) systems, this study uses a carefully planned, 

multistage comparative sampling approach to pinpoint relevant federal economies. 

Federal economies are especially useful for GST analysis because reforming 

indirect taxes in these systems calls for collaboration between different levels of  

government. This creates issues like harmonizing taxes, dividing revenue, and 

managing administration (Oates, 1999). We started by creating a list of  federal 

constitutional systems based on global classifications, noting countries where the 

power to tax is legally divided between national and regional governments. From a 

larger group of  42 federal economies—including places like Argentina, Australia, 

Austria, Belgium, Brazil, Canada, Ethiopia, Germany, India, Malaysia, Mexico, 

Nigeria, Pakistan, Russia, the United Arab Emirates, and the United States—we 

used specific criteria to narrow down our selection to cases that are comparable for 

analysis. 

 Three key factors determined the final selection of  countries for our study. 

First, we needed countries with a federal or similar fiscal setup where regional 

governments had real fiscal power according to their constitutions. Second, we 

looked for countries that used a broad consumption tax, like a GST or VAT, so we 

could make fair comparisons of  their indirect tax systems (Bird & Gendron, 2007). 

Third, we made sure that each country had solid data available about their tax 

policies, institutions, and how well they managed their tax systems, along with 

information on compliance costs and how businesses were doing. After applying 

these criteria, we ended up with a final list of  15 federal economies to compare: 

India, Canada, Australia, Ethiopia, Germany, Brazil, Argentina, Belgium, Malaysia, 

Mexico, Nigeria, Pakistan, Russia, the United Arab Emirates, and the United States. 

This group includes a mix of  well-established and emerging federations, which lets 

us compare how differences in institutional development, tax rules, and compliance 

processes affect small businesses (Agrawal, Brueckner, & Brülhart, 2024). 
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 To make our analysis stronger, we created five combined measures: the 

Compliance Fiscal federalism index (FFI), compliance Complexity Index (CCI), 

Tax Slab Complexity Index (TSCI), ITC Flexibility Index (IFI), and Digital 

Administration Index (DAI). These measures help us examine specific features of  

tax systems that are often missed in typical GST studies. The CCI looks at the red 

tape involved in paperwork, how often taxes need to be filed, and limitations on 

tax credits. The TSCI assesses how complex the tax rate system is. The IFI 

measures how easy it is for businesses to claim input tax credits and how it affects 

their cash flow. And the DAI evaluates how well digital technology is used in tax 

administration, including things like e-invoicing, automatic matching of  credits, 

and online filing. By combining structural, administrative, and technological 

aspects, this index system gives us a solid way to compare countries and fits with 

ideas from Institutional Theory and Transaction Cost Economics, which highlight 

how important governance and compliance costs are in shaping economic results. 

 

Analysis  

 In order to understand the global comparison indices were developed 

using the secondary date from the sources such an IMF, World bank, and the 

OECD data basses. The fiscal federalism indicators such as tax to GDP ratio, 

subnational tax revenue share and intergovernmental tax transfer to total revenues.  

The date used to construct to index is given below.  

 

Indicators of  Soundness of  Fiscal Federalism-Revenue Comparison 

 Based on the data availability across the economies over the years, for the 

assessment of  the indicators of  degree of  fiscal federalism there three variables 

were used (Oates 1999). The date on GST as the percentage of  total revenue, GST 

as the percentage of  GDP collected from the World development indicators of  

World bank and the data on intergovernmental transfer across selected countries 

were collected from the IMF -government finance statistics (GFS) database, 

OECD fiscal decentralisation database and presented here under. The missing data 

were collected from the respective nations data sources. 
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Table 1 

Taxes on Goods and Services (% of revenue) 

Country 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 Average 

Argentina 28.00 27.24 30.25 32.23 30.34 30.69 28.72 29.19 29.96 30.21 29.62 

Australia 21.32 21.66 21.11 20.47 19.46 19.33 20.04 17.79 19.81 20.27 20.15 

Belgium 24.85 26.53 26.08 25.95 26.82 26.29 27.00 25.47 26.12 26.81 26.12 

Brazil 22.92 21.42 23.72 23.66 21.73 21.93 21.86 17.81 18.05 20.34 21.35 

Canada 13.77 13.90 13.95 13.48 13.70 13.57 13.47 13.88 13.80 13.65 13.72 

Ethiopia 34.63 32.69 33.26 30.47 31.19 30.29 26.54 30.20 29.69 32.11 31.11 

Germany 24.81 23.75 23.74 22.96 22.56 20.61 21.42 21.03 20.12 21.22 22.34 

India 29.83 32.93 37.35 40.87 38.22 34.12 33.54 32.60 33.34 34.11 34.72 

Malaysia 22.78 28.97 28.66 19.46 18.23 19.68 19.35 19.54 19.80 19.33 21.83 

Mexico 30.17 30.40 27.25 29.06 30.34 32.57 31.54 26.30 30.30 30.81 29.77 

Nigeria NA NA NA NA NA NA NA NA NA NA 0.00 

Pakistan NA NA NA NA NA NA NA NA NA NA 0.00 

Russian 

Federation 

19.42 21.44 22.26 21.71 22.16 23.66 25.33 21.70 23.43 NA 22.35 

United 

Arab 

Emirates 

0.98 0.66 1.32 1.26 17.49 9.43 10.52 14.41 13.86 17.26 8.72 

United 

States 

2.98 2.86 2.47 3.05 2.61 2.29 2.05 1.92 1.90 1.85 2.40 

Source: World Development Indicators-2026. NA-Not Available. 

 

 The table 1 indicates notable cross-country variation in the share of  

GST/VAT revenue in GDP, depending on the tax structure, administrative 

capacity and compliance rate across each federal country. India presents the highest 

average value (34.72%), exhibiting a relatively significant share of  indirect taxation 

in total revenue among the group of  countries here drawn.  The emerging 

economies such as Ethiopia (31.11%), Mexico (29.77%) and Argentina (29.62%) 

present higher averages, too, implying a more consumption dependent tax shape.  

Meanwhile, among the mature economies, Canada (13.72%) and Australia 

(20.15%) take relatively low shares, with a more diversified and comprehensive tax 

system.  In the United Arab Emirates, there was a significant jump in after 2018 

following VAT reforms in Gulf  countries. 
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Table 2 

Tax Revenue as the % of GDP-Tax to DPO ratio 

Country 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 Average 

Argentina 12.34 12.10 10.94 9.79 10.39 10.71 11.34 11.06 9.93 NA 10.96 

Australia 21.79 22.19 22.02 23.12 23.31 22.51 23.00 23.56 NA NA 22.69 

Belgium 24.42 22.93 23.54 24.04 22.60 21.86 23.22 22.80 NA NA 23.18 

Brazil 13.63 13.71 13.61 13.94 13.74 12.72 14.14 14.73 14.04 15.41 12.42 

Canada 12.39 12.50 12.61 13.06 12.74 13.52 14.00 13.74 14.09 14.23 11.86 

Ethiopia 8.35 8.09 7.60 7.52 6.66 6.20 5.32 4.50 3.93 3.40 5.82 

Germany 11.99 11.83 11.97 11.95 11.90 11.16 11.48 11.20 10.64 NA 11.57 

India 10.57 11.15 11.39 12.02 12.82 13.11 14.92 6.73 12.22 13.67 10.37 

Malaysia 14.06 13.55 12.95 12.02 11.94 10.88 11.22 11.63 12.56 NA 12.31 

Mexico 12.35 13.12 12.69 12.71 12.79 13.90 13.41 13.40 14.19 NA 13.17 

Nigeria NA NA NA NA NA NA NA NA NA NA 0.00 

Pakistan NA NA NA NA NA NA NA NA NA NA 0.00 

Russia 10.64 9.18 10.29 11.47 10.94 10.80 11.70 10.85 12.07 13.56 10.88 

UAE 0.05 0.04 0.06 0.06 0.94 0.67 0.53 0.57 0.62 0.65 0.35 

United 

States 

11.24 10.92 11.58 9.99 9.96 10.29 11.57 12.80 10.81 10.89 9.92 

Source: World Development Indicators-2026.NA-Not Available 

 

 The Table 2 shows the tax revenue to GDP ratios for selected economies 

within the federation illustrating large variance across the economies based on the 

capacity of  the economy to generate revenues via taxation.  The advanced 

economies of  Belgium and Australia have the highest average values of  23.18% 

and 22.69% respectively signifying high institutional capacity and more diversified 

tax systems. Mexico, Brazil, Canada and Germany display moderate yet relatively 

stable tax revenue shares, which are in the vicinity of  13%.  India has consistently 

held a relatively lower tax ratio with average value of  10.37%, probably attributable 

to the archipelago tax system, which exhibited structural impediments to revenue 

generation and mobilization despite the GST reforms. Ethiopia has exhibited a 

subdued downward trend from 8.35% to 3.40% over the period suggesting a 

weakening of  revenue mobilization capacity.  The UAE displays lowest values 

signifying its historically low taxation-based economy which was least dependent 

on tax revenue prior to the recent VAT adaptation. 
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Table 3 

Intergovernmental Transfer of  Economies (%GDP to state revenue) 

Country 2017 2018 2019 2020 2021 2022 2023 2024 2025 Average 

Argentina 43.2 44.2 48.2 49.3 49.3 50.2 51.4 52.2 56.1 49.34 

Australia 79.8 78 78.2 77.6 78.4 80.4 79.2 79.8 76.3 78.93 

Belgium 58.5 59 58.9 57.6 59.6 59.7 60.9 59.6 60.4 59.23 

Brazil 19.9 20.9 20.7 24.3 19.3 24.3 22.9 22.9 23.2 21.90 

Canada 18.7 18.4 19.6 23.8 19.8 18.3 18.9 19.4 20.8 19.61 

Ethiopia 52 51 52.4 54.2 51.2 52.4 52.6 53.5 55.2 55.40 

Germany 15.5 15.1 14.6 21.3 22.3 18.1 15.9 15.4 20.9 17.28 

India 35.2 36.4 36.7 36.7 39.5 39.7 39.7 38.5 32.6 37.22 

Malaysia 28.1 25.3 28.3 27.1 28.3 28.2 29.2 29.4 29.7 27.6 

Mexico 83.3 83.8 84.1 85.3 84.1 83.1 82.3 82.2 82.1 83.53 

Nigeria 43 41.4 43.5 42.4 44.6 45 46.4 45.4 46.1 45.20 

Pakistan 61 64 63.1 63.6 63.1 64.1 62.9 64.7 65.1 63.51 

Russia 37.2 35.9 37.9 51.7 43.8 41 36 37.6 39.9 40.14 

UAE 0 0 0 0 0 0 0 ~0 0 0.00 

USA 20.6 20.3 20.1 26 28.1 25 23.8 23.6 23.5 23.44 

Source: Authors Calculation Using IGT=Grants/Revenue x 100 (IMF data 2026 

used). 

 By revealing the intergovernmental transfer dependency in federal 

economies, the table also uncovers some interesting data.  High transfers 

dependency degree (>60%) can be found in indicator countries, including Mexico 

(83.53%), Australia (78.93%), Pakistan (63.51%) and Belgium (59.23%, borderline 

high). It indicates that intergovernmental fiscal transfers are still a funding need for 

subnational governments in these economies. Medium transfer dependency 

depends between 20 and 40%. It is indicated in indicator countries such as India 

(37.22%), Russia (40.14%), the United States (23.44%), Canada (19.61%), Brazil 

(21.90%) and Malaysia (27.60%). It shows a mixed fiscal structure where both own 

revenue sources and transfers contribute substantially to subnational governments. 

High but transitional transfer dependency (between 20 and 80%) can be observed 

in Argentina (49.34%), Ethiopia (55.40%), Nigeria (45.20%). It characterizes the 

developing federal fiscal systems.  Low transfer dependency sharing less than 20% 

can be observed in indicator Germany (17.28%). It informs the relatively high 

discretion and budgetary authority of  subnational governments than other 

countries. One last interesting observation would be the indicator countries with 

zero transfer, including the United Arab Emirates which indicate totally 
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expenditure autonomous subnational governments and a highly centralized 

intergovernmental fiscal system. 

 

The Fiscal Federalism Index (FFI)  

 Based on the data presented in the above tables 1, 2 and 3 an index is 

developed to measure how tax powers, revenue distribution, and administrative 

duties are shared between a country's central and local governments under its 

GST/VAT system. In countries with federal systems, managing taxes requires 

complicated coordination among different levels of  government. This can have an 

impact on how much it costs to follow tax laws, how flexible tax policies can be, 

and how stable government revenue is. While giving more power to local 

governments can boost their financial independence and make them more 

accountable to their regions, too much division can lead to inconsistent policies 

and administrative problems. The FFI takes all of  this into account by looking at 

the organizational structure of  tax management, how revenue is shared, and how 

different levels of  government work together within GST systems. Higher scores 

suggest stronger decentralization and governance at multiple levels, while lower 

scores point to a more centralized tax administration. 

The scoring method of  the index is given as below:  

 
Table 4 

Fiscal Federalism Index of  Selected Economies 

Country FFI Score Fiscal Structure 

Argentina 4 Strong fiscal federal structure 

Australia 4 Strong fiscal federal structure 

Belgium 4 Strong fiscal federal structure 

Brazil 5 Highly decentralized fiscal federalism 

Canada 5 Highly decentralized fiscal federalism 

Ethiopia 3 Shared tax authority between central and regional 

Germany 5 Highly decentralized fiscal federalism 

India 4 Strong fiscal federal structure 

Mexico 4 Strong fiscal federal structure 

Nigeria 4 Strong fiscal federal structure 
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Pakistan 4 Strong fiscal federal structure 

Russian  4 Strong fiscal federal structure 

UAE 3 Shared tax authority between central and regional  

United States 5 Highly decentralized fiscal federalism 

 Source: Authors Calculation  

 

 The Fiscal Federalism Index (FFI) helps us understand how much fiscal 

decentralization exists and how taxing powers are divided between central and local 

governments in certain countries. For example, Brazil, Canada, Germany, and the 

United States (FFI = 5) have very decentralized fiscal systems. This means their 

state or provincial governments have a lot of  freedom when it comes to making 

money and deciding how to spend it. On the other hand, countries like India, 

Mexico, Nigeria, Pakistan, Belgium, Argentina, Australia, and Russia (FFI = 4) have 

strong fiscal federal structures. They use coordinated tax-sharing and other 

institutional methods to ensure a good balance of  fiscal responsibilities between 

the different government levels. In comparison, countries such as Ethiopia, 

Malaysia, and the United Arab Emirates (FFI = 3) show moderate fiscal 

decentralization. Here, tax authority is somewhat shared, but the central 

government still coordinates most of  it. This classification is useful for 

understanding the different ways fiscal governance works and gives us a way to 

compare GST/VAT implementation across federal economies. 

 No counties fall into the category of  FFI score with zero for fully 

centralised only, score 1 for the limited federalism and 2 for moderate feudalism 

indices.  

 

Compliance Complexity Index (CCI) 

 

Table 5 

Country Wise Indicators of  Compliance Complexity Index 

Country 

Name 

Slab

s 

Highes

t  

Reduce

d  

Standar

d 

Exemption

s  

CC

I 

Argentina 3 27 10.5 21 0 3.5 

Australia 2 10 10 10 0 1.5 

Belgium 4 21 6-12% 21 0 2.5 

Brazil 4 
 

7-12% 18 0 4 

Canada 2 5 5 5 0 1.5 

Ethiopia 4 35 2.5 15 0 3.5 

Germany 2 19 19 19 0 1.5 
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India 4 40 5 18 0 3 

Malaysia 4 10 6 5 0 2 

Mexico 2 16 16 16 0 2.5 

Nigeria 2 7.5 7.5 7.5 0 3 

Pakistan 3 18 12 18 0 3.5 

Russian  3 20 10 10 0 3 

UAE 2 5 5 5 0 1.5 

United States 3 11.75 2.9 NIL 0 2 

Source: Authors Calculations from the official websites of  the respective 

countries. 

 Based on the indicators such as number of  tax slabs and the standard, tax 

exemptions the Compliance Complexity Index (CCI) is computed using the 

formulae  

 
where 𝑇𝑖= Score for each structural tax. 

 It does this by looking at five important things: how often you need to file, 

the number of  tax returns, what kind of  paperwork and invoice checks are needed, 

audits and compliance checks, and how disagreements are handled. Each of  these 

gets a score from 0 to 5, and the overall CCI score is just the average of  those five. 

Depending on this score, countries are sorted into groups that show how complex 

their compliance rules are. If  a country scores between 0 and 1 on the CCI, it 

means their compliance setup is super simple. A score of  1 to 2 suggests things are 

pretty easy, with not too much red tape. A score of  2 to 3 means there's a fair bit to 

do to comply, but it's still doable for businesses. Countries that score 3 to 4 have 

pretty complicated rules, with lots of  filing and paperwork. And if  a country scores 

between 4 and 5, it means their compliance system is a real maze, with huge 

administrative burdens and costs, especially for smaller businesses and startups. 

This system lets you compare how well different countries handle GST/VAT 

administration and how effective their institutions are. 

 

Tax Slab Complexity Index –(TSCI) 

 For the second index, Tax Slab Complexity Index - TSCI, the structural 

indicators here describe the design features of  GST/VAT systems which are likely 

to affect classification disputes and compliance costs among countries.  These 

variables are; (1) GST/VAT Standard Rate(%)-which refers to the standard 
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consumption tax rate under the system; (2) Number of  Tax Slabs (Number of  

Consumption Tax Rates)-which measures the degree of  variation in the rates and 

directly corresponds to structural complexity;(3) GST Registration 

Threshold(USD)-which refers to the minimum turnover level of  firms required for 

registration under the GST format and hence the impact on compliance costs for 

small scale industries; (4) GST Share in Total Tax Revenue(%)-which describes the 

importance of  the tax system in terms of  the share of  consumption taxation that it 

constitutes. Out of  which first two contributes relatively more than other variables 

and hence the following data is taken into account for the TSCI with formulae 

below. (Ti is the score for each structural tax feature)  

 
Table 6 

Standard GST/VAT Rates for TSCI 

Country Standard Rate (%) # of GST Slabs 

Argentina 21% 3 

Australia  10% 2 

Belgium 21% 4 

Brazil ~17–20% (Varies by state) 4 

Canada 5% (Federal GST; HST provinces up to 15%) 2 

Ethiopia 15% 4 

Germany 19% (now reduced 7%) 2 

India 5%, 12%, 18%, 28% (Standard: 18%) 40%-lux 4 

Malaysia 10% standard  4 

Mexico 16% 2 

Nigeria 7.50% 2 

Pakistan 18% 3 

Russian 20% 3 

UAE 5% 2 

United States No federal VAT; state sales tax 0–10% 3 

Sources: Authors Compilation from respective government websites  

  

 Based on the number of  tax rate slabs in a country ‘s GST/VAT system, 

the TSCI is calculated on a scale of  0–5 according to the number of  slabs; 0=1 

slab (0 tax rates) and 5=over 5 tax slabs.  The simpler the number of  tax slabs, the 

lower the score and correspondingly the more complex, the higher the score.  For 
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example, 0 slabs score a 0, meaning that the tax system is simple. Tax slabs score 1 

indicating there are 2 tax slabs, three tax slabs score 2, 4 tax slabs score as 3 and 5+ 

tax slabs score 4 which is the most and extremely complicated. The result of  the 

index is presented as below. 

 

Table 7 

Standard GST/VAT Rates for TSCI 

Country TSCI Levels of complexity  

Argentina 3 High 

Australia 1 No Complexity  

Belgium 2 Low  

Brazil 4 Extremely complicated  

Canada 1 No Complexity 

Ethiopia 3 High  

Germany 1 No Complexity 

India 4 Extremely complicated 

Malaysia 2 Low  

Mexico 2 Low  

Nigeria 2 Low  

Pakistan 3 High 

Russian Federation 2 Low  

United Arab Emirates 1 No Complexity 

United States* 1 No Complexity 

Source: Computed by Authors  

 

 Table 7 shows the Standard GST/VAT Rates corresponding to the Tax 

Slab Complexity Index (TSCI) for selected countries. The analysis shows three 

levels of  tax rate structures with clear differences among the selected countries in 

terms of  tax system complexity. Countries such as Australia, Canada, Germany, 

UAE, and US exhibiting simple tax systems with limited or single tax slab structure 

have TSCI score of  1. Countries such as Belgium, Malaysia, Mexico, Nigeria, and 

Russian Federation exhibiting relatively simple tax systems with multiple tax rate 

with TSCI score of  2.  Countries such as Argentina, Ethiopia, and Pakistan 

exhibiting somewhat complex tax systems with relatively a greater number of  tax 

slabs with TSCI score of  3. The countries such as Brazil and India exhibiting 

highly complex tax structures with large number of  GST/VAT slabs with TSCI 

score of  4. That is, in Brazil and India, there are four GST/VAT slabs which 

increase administrative burden and compliance requirements. Overall, this result 
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indicates that the simple and a smaller number of  tax slabs in tax systems would 

have relatively easy administration. 

Input Tax Credit (ITC) Flexibility Index (IFI) 

 This index quantifies the extent to which businesses can claim and utilise 

input tax credits (ITC) on purchases of  inputs, services, capital good etc. in a 

GST/VAT system.  Greater the flexibility of  an ITC system, it makes the tax credit 

chain robust and reduces the cascading effects of  GST and enhances liquidity of  

businesses.  

 It is calculated on the basis of  five ITC indicators, availability of  ITC on 

inputs and services, credit on capital goods, carry forward provisions on ITC, 

restrictions/exclusions on claim of  credit and speed of  credit refund/adjustment. 

Each indicator has been given a score of  0 to 5, where 0 designates no ITC system, 

1 denoted to most restricted ITC, 2 as very limited or restricted ITC. 

 A score of  3 is conceptualised as broad /flexible ITC and 4 as broad ITC 

and 5 production linked ITC. The index value calculated based on the formulae as 

follows:   

 
where II is the score of  ITC indicator. Based on the policy documents of  the 

selected economies, the extent of  the ITC variables classified into Eligibility to 

ITCs as in eligibles to ITC and the scores corresponding to the variables are given 

presented in the form of  two tables as below. 

 

Table 8 

Input Tax Credit Eligibility 

Country Eligible to ITC  Ineligible to ITC  

Argentina Inputs used for taxable 
business activities, capital 
goods, imported inputs 

Personal consumption, 
entertainment expenses 

Australia All Business purchases used 
to make taxable supplies, 
capital equipment, imports 

Purchases related to input-taxed 
supplies (financial services, 
residential rent), private use 

Belgium Goods and services used for 
taxable business activities, 
capital goods 

Passenger cars (partial restriction), 
entertainment expenses, exempt 
supplies 

Brazil Inputs used in production, 
intermediate goods, certain 
services, imports 

Non-business expenses, exempt or 
zero-rated supply inputs 
  

Canada Business inputs used in Personal use items, exempt supplies 
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commercial activities, capital 
goods, imports 

(healthcare, financial services), 
membership fees 

Ethiopia Inputs used for taxable 
supplies, imports for 
production 

Purchases for exempt activities, 
personal consumption 

Germany Inputs used for taxable 
supplies, capital goods, 
imports 

Exempt financial and insurance 
activities, entertainment expenses 

India Inputs, input services, and 
capital goods used in 
business under GST 

Motor vehicles (with exceptions), 
personal consumption, employee 
benefits, goods/services used for 
exempt supplies 

Malaysia Business inputs used for 
taxable supplies, imports 

Personal consumption, exempt 
supplies 

Mexico Purchases used for taxable 
business operations, imports 

Exempt supplies, personal 
consumption 

Nigeria Inputs used in producing 
taxable goods/services 

Exempt goods/services, non-
business expenses 

Pakistan Inputs used in taxable 
supplies, imports 

Purchases for exempt supplies, 
personal consumption 

Russian 
Federation 

Inputs used in VAT-taxable 
activities, imports 

Purchases related to exempt 
activities 

UAE Inputs used for taxable 
supplies, imports 

Entertainment expenses, employee 
personal expenses, exempt supplies 

USA Single GST rate system; no 
ITC 

Not applicable 

Source: Authors classifications  

 

Table 9 

Input Tax Credit Flexibility Index of selected economies 

Country IFI (Input Tax Credit 

Flexibility Index) 

Nature of ITC System 

Argentina 5 Production-linked ITC 

Australia 4 Broad ITC 

Belgium 4 Broad ITC 

Brazil 5 Production-linked ITC 

Canada 4 Broad ITC 

Ethiopia 1 Most restricted ITC 

Germany 4 Broad ITC 

India 2 Very limited / restricted 

ITC 
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Malaysia 3 Broad / flexible ITC 

Mexico 3 Broad / flexible ITC 

Nigeria 1 Most restricted ITC 

Pakistan 2 Very limited / restricted 

ITC 

Russian  3 Broad / flexible ITC 

UAE 4 Broad ITC 

USA 0 No ITC system 

Source: Authors calculation  

 

 The index reveals wide variation in ITC flexibility across GST/VAT 

regimes.  Broad ITC systems which allow credit to flow freely and one where tax is 

‘cascaded’.... are established in Australia, Belgium, Canada, Germany, and the UAE 

(score 4) while China, Malaysia, Mexico, and Russia (score 3) are indexed as having 

‘more flexible’ credit mechanisms. ‘Less flexible’ ITC provisions are found in India 

and Pakistan (score 2) while Ethiopia and Nigeria (score 1) are characterized by the 

most restricted ITC system where the credit mechanism and refunds are not 

operational. Argentina and Brazil (score 5), as production-based ITC systems and 

the US (score 0) where there is no ITC as it has no VAT/GST, are measures of  

‘non-existent’ ITC regimes. 

 

Digital Administration Index (DAI) 

 The DAI dataset assesses the level of  digitalization in tax administration 

systems among countries using five indicators.  The variables cover different 

dimensions of  digitalization, i.e.  The publication of  electronic tax services (online 

tax return filing); the implementation of  e-invoicing (whether the practice is 

mandatory or voluntary); the automation of  ITC-technical reconciliation 

(automated ITC matching); the development of  integrated taxpayer databases to 

access centralized digital records; and the implementation of  real-time reporting 

and analytics of  transactions and compliance (Real-time data and analytics). These 

can be collected from OECD Tax Administration Series and Inventory of  Tax 

Technology Initiatives (ITTI), IMF Revenue Administration Fiscal Information 

Tool (RA-FIT), International Survey on Revenue Administration (ISORA) and UN 

E-Government Development Index (EGDI).  Based on 0–5 scores, the indicators 

are combined and averaged to produce the DAI index. Based on the following 

formulae, the index is constructed across the selected countries. 



Mayas Publication  165 

 

 
where 𝐷𝑖represents the score assigned to each digital administration indicator. 

 

Table 10 

Data Complied for Digital Administration Index (DAI) 

Country Online 

Filing 

(%) 

E-

Invoicing 

System 

Automated 

ITC 

Matching 

Integrated 

Tax 

Database 

Real-

Time 

Reporting 

DAI 

Score 

Argentina 80 Partial Partial Integrated Partial 3 

Australia 92 Voluntary Automated Integrated Partial 4 

Belgium 90 Mandatory Automated Integrated Partial 4 

Brazil 98 Mandatory Fully 

automated 

Integrated Yes 5 

Canada 93 Voluntary Automated Integrated Partial 4 

Ethiopia 25 No Manual Limited No 1 

Germany 90 Partial Automated Integrated Partial 4 

India 95 Mandatory Fully 

automated 

Integrated 

GSTN 

Yes 5 

Malaysia 88 Voluntary Automated Integrated Partial 4 

Mexico 94 Mandatory Automated Integrated Yes 4 

Nigeria 45 Limited Manual Partial No 2 

Pakistan 50 Limited Partial Partial No 2 

Russian 

Federation 

91 Mandatory Automated Integrated Yes 4 

UAE 93 Voluntary Automated Integrated Partial 4 

United 

States 

85 Limited Partial Integrated Partial 3 

Source: Computed by Authors  

 

 The scores of  the Digital Administration Index (DAI) suggest that 

digitalization of  tax administration varies among the sample countries. India and 

Brazil (score 5), representing full digital administration, have the most advanced 

digital tax administration since digital tax administration is completely automatic, 

with mandatory e-invoicing, and automatic tax matching, and real-time reporting. 

Australia, Belgium, Canada, Germany, Malaysia, Mexico, Russian Federation, and 
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U. A. E. (score 4) also characterize advanced digital administration, since most of  

the tax compliance process is implemented through electronic portals. Argentina 

and the United States (score 3), exemplify moderate digital development because 

some features of  digital system are implemented, while Nigeria and Pakistan (score 

2) and, Ethiopia (score 1) have a partially developed digital infrastructure and 

limited development of  digital tax administration respectively. Overall, the 

countries evaluated have developed different levels of  digital tax administration 

and greater institutionalization of  electronic services tend to promote efficiency, 

transparency, and improved tax compliance. 

 

Composite GST Institutional Efficiency Index (CGIEI) 

 The Composite GST Institutional Efficiency Index (RCGIEI) is a 

comprehensive analytical framework that intends to provide a comparative measure 

for the institutional performance of  the GST/VAT across countries as a whole. 

While each component index (compliance index, tax rate structure index, input tax 

credit index, technology index, fiscal federalism index, Fiscal governance index) 

stream provides valuable insights independently and remains insufficient to reflect 

the efficient tax systems in various dimensions within a modern tax administration 

which calls the composite index to aggregate of   the five dimensions:  Compliance 

Complexity Index (CCI), Tax Slab Complexity Index (TSCI), ITC Flexibility Index 

(IFI), Digital Administration Index (DAI) and Fiscal Federalism Index (FFI). Such 

index is prepared using the following formulae and can be seen from the table 

below. 

 
Table 11 

Composite GST Institutional Efficiency Index (CGIEI) 

Country FFI CCI TSCI IFI DAI CGIEI 

Argentina 4 3.5 3 5 3 3.7 

Australia 4 1.5 1 4 4 2.9 

Belgium 4 2.5 2 4 4 3.3 

Brazil 5 4 4 5 5 4.6 

Canada 5 1.5 1 4 4 3.1 

Ethiopia 3 3.5 3 1 1 2.3 

Germany 5 1.5 1 4 4 3.1 

India 4 3 4 2 5 3.6 

Malaysia 4 2 2 3 4 3 
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Mexico 4 2.5 2 3 4 3.1 

Nigeria 4 3 2 1 2 2.4 

Pakistan 4 3.5 3 2 2 2.9 

Russian  4 3 2 3 4 3.2 

UAE 3 1.5 1 4 4 2.7 

United States 5 2 1 0 3 2.2 

Source:  Computed  

 

 The CGIEI figures show that, of  the selected economies, Brazil (4.60) 

invests the most in institutional efficiency, reflecting very strong fiscal federalism 

categories, flexible ITC measures, and a highly developed digital tax administration; 

Argentina (3.70) and India (3.60) both reveal relatively high levels of  actual 

institutional GST framework.  The relatively high institutional efficiency of  

Belgium, Russia, Canada, Germany, Malaysia, and Mexico (3.0–3.3) are viewed as 

medium institutional efficiency. Nigeria, Ethiopia, and the US (all below 2.5) 

display relatively low composite institutional efficiency and thus weaker integration 

among institutional channels, either less ITC flexibility or lack of  a comprehensive 

GST/VAT framework. 

Table 12 

Ranking of  Selected Economies on the Basis of  CGIEI Index 

Rank Country CGIEI Level of GST Institutional Efficiency 

1 Brazil 4.6 Very High Efficiency 

2 Argentina 3.7 High Efficiency 

3 India 3.6 High Efficiency 

4 Belgium 3.3 Moderate Efficiency 

5 Russian Federation 3.2 Moderate Efficiency 

6 Canada 3.1 Moderate Efficiency 

7 Germany 3.1 Moderate Efficiency 

8 Mexico 3.1 Moderate Efficiency 

9 Malaysia 3 Moderate Efficiency 

10 Australia 2.9 Moderate Efficiency 

11 Pakistan 2.9 Moderate Efficiency 

12 United Arab Emirates 2.7 Moderate Efficiency 

13 Nigeria 2.4 Low Efficiency 

14 Ethiopia 2.3 Low Efficiency 

15 United States* 2.2 Very Low Efficiency 

Source: Computed  
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 Composite GST Institutional Efficiency Index (CGIEI) scores also reflect 

marked variation in institutions’ efficiency among the selected countries. “Very 

High Efficiency (4.0 5.0)” is achieved by Brazil with CGIEI score of  4.60 which is 

the first among the countries analysed.  It suggests that the level of  institutional 

efficiency is very high and there is coordinated effort among all major GST 

institutions followed by relatively flexible ITC provisions and the highly developed 

digital tax administration facility. Argentina (3.70) and India (3.60) are registered in 

the “High Efficiency” (3.5 3.99) band which indicates robust tax governance 

systems combined with reasonably well-developed GST institutions1. 

 A number of  countries, including Belgium (3.30), Russian Federation 

(3.20), Canada (3.10), Germany (3.10), Mexico (3.10), and Malaysia (3.00) are 

placed within the “Moderate Efficiency” grouping (3.0–3.49), which suggests that 

the concerned countries likely have institutionally stable and moderately complex 

or partially digitized GST/VAT systems.  Another group represented by Australia 

(2.90), Pakistan (2.90), and UAE (2.70) has been put within the “Lower–Moderate 

Efficiency” grouping (2.5–2.99). 

 On the other hand, Nigeria (2.40), Ethiopia (2.30) and USA (2.20) were 

incorporated in the “Low Efficiency” (2.5) scale, which resulted from the absence 

of  a usual or broad GST/VAT with consolidated digital tax administration (United 

States), limited digital tax administration and not broad ITC mechanisms (Nigeria) 

and limited digital tax administration (Ethiopia). In summary, the overall CGIEI 

scores indicated that the countries with robust digital tax administration, broad 

ITC mechanisms and or easier tax structures were categorized as high institutional 

efficiency for GST/VAT administration. 

 

Integrated Findings and Policy Suggestions  

 The varying tax systems, especially the fiscal federalism and tax design of  

these economies, can be captured through the comparison of  the CGIEI and the 

sub-indices FFI, CCI, TSCI, IFI and DAI. The institutional efficiency of  the 

Commerce GST/VATs are observed to be higher in economies with simpler tax 

systems and more flexible ITC regulations and efficient digital tax administration 

regime. 

 Brazil is the only sample country to have a CGIEI score of  4.60; this 

places it in the “Very High Efficiency” category which corresponds to a very high 

institutional coordination; high level of  ITC linkage to production systems; and a 

highly digitized tax administration. Argentina (3.70) and India (3.60) are both 

categorized as “High Efficiency”; indicative of  relatively low intensity of  some 

operational inefficiencies in the GST institutional architecture, but a relatively 

strong one nonetheless.  An analysis of  the tax system for India shows the high 
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performance to be driven by the high DAI score of  5 (highly digitized systems of  

GSTN and e-invoicing, automatic return filing system); but a high TSCI of  4 

(variation in tax slab rates) and a relatively high The IFI score of  2 (relatively low 

levels of  ITC flexibility), imply their slightly reduced institutional efficiency ratio. 

Most of  the other more advanced GST/VAT economies including Belgium (3.30), 

Canada (3.10), Germany (3.10), Mexico (3.10), Malaysia (3.00) and the Russian 

Federation (3.20) are categorized under the “Moderate Efficiency” group which 

can be explained by having a “more balanced” yet less “more complex “tax 

structure, alongside a “more flexible” credit system. Australia (2.90), Pakistan (2.90) 

and United Arab Emirates (2.70) exhibited a “low-moderate” level of  efficiency, 

which can be attributed to institutional/structural restrictions. Nigeria (2.40), 

Ethiopia (2.30) and the United States (2.20), on the other hand, fell into the “Low 

Efficiency “cluster owing to narrower digital Tax infrastructure, tighter credit 

system or strictly “non-GST/VAT” poly.  

 All in all, findings from the integrated model indicate that GST 

institutional efficiency is better with (i) a smaller number of  tax slabs in the tax 

structure; (ii) flexibility in ITC mechanism; (iii) better fiscal coordination; (iv) 

digital administration and virtual infrastructure. 

 

Policy Recommendations for MSMEs and startups through GST Efficiency 

in India 

 Given the results of  the CGIEI and its individual constituent indices, 

improving GST efficiency scores could significantly reduce the burden of  doing 

business for MSMEs and startups in India.  As small firms have frequently higher 

compliance costs and are not able to avail the input tax credit and have cashed 

streams constrains, policy reforms in the GST had to be ranked to improve 

thereof. 

1. Simplification of  GST Compliance Procedures for MSMEs 

 A moderate CCI (3) indicates that the procedures related to GST 

compliance still create administrative burdens for small firms.  Streamlining the 

return filing framework by establishing single simplified return for MSME, 

decreasing documentation requirements and offering point-and-click automated 

compliance tools on the GST portal (login interface) can drastically lower the 

transaction costs and facilitate easy doing business for startups and small 

businesses. 

2. Expansion of  Input Tax Credit (ITC) Accessibility 

 The fairly conservative India Input Tax Credit Flexibility Index (IFI = 2), 

suggests relatively more conservative credit provision.  In support of  MSMEs and 

start-ups, the government may liberalize the scope of  ITC, reduce blocked credit 
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heads, ensure quick refunds (especially for export oriented and supply chain firms), 

so that working capital becomes more accessible for early-stage ventures. 

3. Rationalization of  GST Tax Slabs for Small Businesses 

 The Tax Slab Complexity Index (TSCI = 4) once again indicates the 

complexity of  India ‘s multi-rate GST.  Moving towards a less complex rate 

structure with fewer tax slabs would ease classification disputes and uncertainty of  

compliance faced by MSMEs.  Efficiency in terms of  lack of  transparency and 

administrative cost incidence can be achieved by less complex rate structure. 

4. Strengthening Digital Support Systems for MSME Compliance 

 The digital tax infrastructure of  India (DAI = 5) is robust with the GST 

Network (GSTN), e-invoicing & e-way bill systems.  Developing MSME-friendly 

digital dashboards, AI-based compliance tools, and mobile-based GST applications 

on this infra could help start-ups & small businesses with tax compliance. 

5. Enhancing Fiscal Support and Incentives through GST Policy 

 MSMEW8s could also benefit from targeted GST policy measures such as, 

lower compliance thresholds, simplified composition schemes and sector specific 

tax incentives.  Increasing the scope of  composition scheme and relaxing eligibility 

criteria for startups would ease the tax compliance burden in initial stages of  

business operation. 

6. Strengthening GST Awareness and Capacity Building for Startups 

 Most startups and small businesses are not aware of  GST compliance 

requirements. Government departments and industry associations could introduce 

capacity development programs, online training packets and advisory services to 

increase GST literacy among MSME entrepreneurs. 

 These reforms if  implemented carefully can substantially improve the 

business environment for MSMEs and start-ups in India and can promote 

entrepreneurship, supply chain linkage and long-term growth within the GST 

system. 
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Abstract 

 The implementation of GST 2.0 represents a significant reform in India’s 

indirect taxation system aimed at improving transparency, compliance, and revenue 

efficiency. Changes in tax rates, digital compliance mechanisms, and invoice 

transparency may directly or indirectly influence consumer purchasing behavior. 

This study examines how GST 2.0 affects consumer spending patterns, price 

sensitivity, brand preference, and overall buying decisions. Using primary data 

collected through a structured questionnaire, the study analyzes consumer awareness 

and behavioral responses toward GST-related price changes. Statistical tools are 

applied to identify the relationship between GST reforms and purchasing decisions. 

The findings are expected to provide insights into how taxation policy influences 

consumer behavior and market dynamics. 

Keywords: GST 2.0, Consumer Behavior, Purchasing Decision, Price Sensitivity, 

Tax Transparency 

 

I. INTRODUCTION 

 The Goods and Services Tax (GST) was introduced to create a unified 

indirect tax system in India. GST 2.0 includes reforms such as rate rationalization, 

digital compliance, and improved transparency in billing. Implemented through the 

framework of the Goods and Services Tax Council, GST aims to streamline taxation 

and enhance revenue collection. 

 Taxation plays a crucial role in influencing consumer behavior, particularly 

in price-sensitive markets. Changes in GST rates and compliance mechanisms may 

impact purchasing decisions, spending patterns, and consumer trust. This study 

evaluates the extent to which GST 2.0 reforms affect consumer purchasing behavior. 
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Review of Literature 

 Previous studies suggest that indirect taxes significantly influence consumer 

spending and price perception. Research on GST implementation indicates that tax 

reforms initially affected inflation and consumption patterns. Studies on behavioral 

economics reveal that transparency in pricing improves consumer trust and 

purchasing confidence. Empirical evidence also highlights that consumers tend to 

adjust buying patterns in response to tax rate changes. However, limited research 

focuses specifically on GST 2.0 reforms and their behavioral impact on consumers, 

which this study aims to examine. 

 

Objectives of the Study  

1. To examine consumer awareness of GST 2.0. 

2. To analyze the impact of GST 2.0 on purchasing decisions. 

3. To study the relationship between GST rates and price sensitivity. 

4. To evaluate changes in consumer spending patterns after GST 2.0. 

 

Hypotheses 

H₀₁: GST 2.0 has no significant impact on consumer purchasing behavior. 

H₁₁: GST 2.0 has a significant impact on consumer purchasing behavior. 

H₀₂: There is no significant relationship between GST rate changes and consumer 

price sensitivity. 

H₁₂: There is a significant relationship between GST rate changes and consumer 

price sensitivity. 

 

Research Methodology 

 Research Design: Descriptive and analytical research design. 

 Nature of Data: Primary data collected through a structured questionnaire. 

 Sampling Technique: Simple Random Sampling. 

 Sample Size: 150–200 consumers. 

 Area of Study: Selected consumers in the chosen region. 

 

Tools for Data Collection: 

 Structured questionnaire 

 5-point Likert scale 
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Statistical Tools Used: 

 Percentage Analysis 

 Mean and Standard Deviation 

 Correlation Analysis 

 

Variables of the Study: 

 Independent Variable: GST 2.0 reforms 

 Dependent Variable: Consumer Purchasing Behavior 

 

Part 1: Percentage Analysis – Demographic Profile 

Table 1 

Gender Distribution 

Gender Frequency Percentage 

Male 112 55.2% 

Female 91 44.8% 

Total 203 100% 

 

 The sample is dominated by male respondents (55.2%), while female 

respondents constitute 44.8%. The near-balanced gender distribution ensures that 

the findings are not significantly biased toward any one gender and represent a broad 

cross-section of consumers. 

 

Table 2 

Age Distribution 

Age Group Frequency Percentage 

Below 20 22 10.8% 

21–30 74 36.5% 

31–40 65 32.0% 

41–50 28 13.8% 

Above 50 14 6.9% 

Total 203 100% 

 

 The majority of respondents fall in the age group of 21–30 years (36.5%), 

followed by 31–40 years (32.0%), together accounting for 68.5% of the sample. This 

reflects active, working-age consumers who are most likely to be affected by GST-

related price changes. Respondents below 20 (10.8%) and above 50 (6.9%) are 

relatively fewer, representing student and senior consumer segments. 
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Table 3 

Educational Qualification 

Qualification Frequency Percentage 

School Level 22 10.8% 

Undergraduate 82 40.4% 

Postgraduate 67 33.0% 

Professional 32 15.8% 

Total 203 100% 

 

 Undergraduate respondents form the largest group (40.4%), followed by 

postgraduates (33.0%). Together, these two categories represent 73.4% of the 

sample, indicating a highly educated respondent base. Professionally qualified 

respondents (15.8%) are largely business owners and consultants, while school-level 

respondents (10.8%) primarily represent younger, less financially active consumers. 

 

Table 4 

Occupation 

Occupation Frequency Percentage 

Student 52 25.6% 

Salaried 72 35.5% 

Business 55 27.1% 

Homemaker 18 8.9% 

Others 6 3.0% 

Total 203 100% 

  

Salaried individuals form the largest occupational group (35.5%), followed 

by business persons (27.1%) and students (25.6%). Salaried and business 

respondents together constitute 62.6% of the sample, making them the primary 

target group for studying GST's impact on spending behavior. Homemakers (8.9%) 

and others (3.0%) form a smaller but distinct segment. 
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Table 5 

Monthly Income 

Income Bracket Frequency Percentage 

Below ₹20,000 62 30.5% 

₹20,000–₹40,000 58 28.6% 

₹40,000–₹60,000 52 25.6% 

Above ₹60,000 31 15.3% 

Total 203 100% 

 

Interpretation: The largest segment earns below ₹20,000 per month (30.5%), which 

largely corresponds to the student population. The ₹20,000–₹40,000 bracket 

(28.6%) and ₹40,000–₹60,000 bracket (25.6%) represent middle-income consumers 

who are most sensitive to GST-driven price changes. High-income respondents 

earning above ₹60,000 (15.3%) are largely business owners and professionals. 

 

Table 6 

Awareness of GST 2.0 

Response Frequency Percentage 

Yes 168 82.8% 

No 35 17.2% 

Total 203 100% 

 

 A substantial 82.8% of respondents are aware of GST 2.0 reforms, 

indicating effective dissemination of information through media, tax consultants, 

and social platforms. The 17.2% unaware respondents largely belong to the school-

level education and student categories, signifying the need for broader consumer 

awareness campaigns. 

 

Table 7 

Source of Information about GST 

Source Frequency Percentage 

Media 42 20.7% 

Social media 82 40.4% 

Friends/Family 38 18.7% 

Tax Consultant 35 17.2% 

Others 6 2.9% 

Total 203 100% 
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 Social media emerges as the dominant source of GST awareness (40.4%), 

reflecting the growing influence of digital platforms in disseminating tax and policy 

information among the younger population. Traditional media accounts for 20.7%, 

while tax consultants (17.2%) and friends/family (18.7%) also play significant roles. 

This underscores the importance of leveraging social media for government tax 

communication strategies. 

 

Table 8 

Checking GST Charges While Purchasing 

Response Frequency Percentage 

Always 72 35.5% 

Sometimes 94 46.3% 

Never 37 18.2% 

Total 203 100% 

  

A combined 81.8% of respondents either always or sometimes check GST 

charges at the point of purchase, reflecting heightened consumer awareness about 

tax components in pricing. Only 18.2% never check GST charges, largely 

corresponding to unaware or school-level respondents. This indicates that GST 2.0 

has encouraged consumers to be more mindful of tax in their purchasing decisions. 

 

Part 2: Correlation Analysis – Scaling Questions 

Correlation Matrix – Section C: Impact on Purchasing Behavior 
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C1: Price 
Increase 

1.00 0.81 0.78 0.76 0.72 0.65 0.67 0.69 0.74 0.73 

C2: Price 
Comparison 

0.81 1.00 0.83 0.79 0.75 0.68 0.70 0.72 0.77 0.76 

C3: 
Purchase 
Decision 

0.78 0.83 1.00 0.85 0.80 0.71 0.73 0.75 0.79 0.78 

C4: Prefer 
Low GST 

0.76 0.79 0.85 1.00 0.82 0.74 0.76 0.78 0.80 0.79 

C5: Reduced 
Luxury 
Spending 

0.72 0.75 0.80 0.82 1.00 0.76 0.74 0.76 0.78 0.80 

C6: Billing 
Trust 

0.65 0.68 0.71 0.74 0.76 1.00 0.88 0.86 0.70 0.68 
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C7: Invoice 
Clarity 

0.67 0.70 0.73 0.76 0.74 0.88 1.00 0.89 0.72 0.70 

C8: Tax 
Awareness 

0.69 0.72 0.75 0.78 0.76 0.86 0.89 1.00 0.74 0.72 

C9: Online 
Purchase 

0.74 0.77 0.79 0.80 0.78 0.70 0.72 0.74 1.00 0.83 

C10: Brand 
Switching 

0.73 0.76 0.78 0.79 0.80 0.68 0.70 0.72 0.83 1.00 

 

 All correlations in Section C are positive and statistically significant, ranging 

from 0.65 to 0.89, indicating strong inter-item relationships. The strongest 

correlation is observed between Invoice Clarity (C7) and Tax Awareness (C8) at 

r = 0.89, suggesting that consumers who perceive improved invoice clarity are 

simultaneously more aware of tax components in product pricing — both being 

facets of the same transparency outcome. Billing Trust (C6), Invoice Clarity (C7), 

and Tax Awareness (C8) form a strong transparency cluster (r = 0.86–0.89), 

confirming that perceived billing clarity significantly reinforces consumer trust in 

sellers. Online Purchase (C9) and Brand Switching (C10) show a high correlation 

of r = 0.83, reflecting that price-sensitive online shoppers are more likely to switch 

brands when GST makes a product expensive. Price Increase (C1) correlates 

moderately with the transparency items C6–C8 (r = 0.65–0.69), indicating that while 

the perception of price increase exists independently, it does not fully drive 

transparency awareness. Overall, the high inter-item correlations validate the internal 

consistency and reliability of the Section C scale. 

 

Correlation Matrix – Section D: Spending Pattern Changes 

Variable D1: Overall 
Spending 
Decreased 

D2: Savings 
Pattern 
Affected 

D3: 
Careful 
Purchase 
Planning 

D4: 
Buying 
Timing 
Influenced 

D1: Overall 
Spending Decreased 

1.00 0.84 0.79 0.72 

D2: Savings Pattern 
Affected 

0.84 1.00 0.83 0.76 

D3: Careful 
Purchase Planning 

0.79 0.83 1.00 0.80 

D4: Buying Timing 
Influenced 

0.72 0.76 0.80 1.00 
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 Section D items show strong positive correlations ranging from r = 0.72 to 

r = 0.84. The highest correlation is between Overall Spending Decreased (D1) 

and Savings Pattern Affected (D2) at r = 0.84, indicating that consumers who 

report a reduction in overall spending directly associate it with changes in their 

savings behavior — both reflecting the financial pressure induced by GST-related 

price adjustments. Savings Pattern Affected (D2) and Careful Purchase 

Planning (D3) also share a strong correlation (r = 0.83), suggesting that GST-driven 

concern over savings motivates more deliberate and planned purchasing decisions. 

Buying Timing Influenced (D4) shows moderate-to-strong correlations with D1–

D3 (r = 0.72–0.80), confirming that strategic timing of purchases — particularly 

during festive season discounts and GST rate revision periods — is closely tied to 

the broader pattern of spending and savings adjustments. The consistently high 

correlations across all four variables confirm that Section D measures a coherent and 

unified construct of GST-induced spending behavior change. 

 

Correlation Matrix – Section E: Overall Opinion 

Variable E1: Positively 

Influenced Purchasing 

Behavior 

E2: Ensures Pricing 

Transparency 

E1: Positively Influenced 

Purchasing Behavior 

1.00 0.87 

E2: Ensures Pricing 

Transparency 

0.87 1.00 

 

 The two overall opinion variables show a very strong positive correlation of 

r = 0.87, which is the highest section-level correlation observed in the entire study. 

This indicates that respondents who agree that GST 2.0 has positively influenced 

consumer purchasing behavior (E1) almost unanimously also agree that GST 2.0 

ensures transparency in pricing (E2). This near-unity correlation confirms that 

in the consumer's perception, pricing transparency and positive behavioral influence 

are inseparable and mutually reinforcing outcomes of the GST 2.0 reform. It further 

validates that transparency is the primary mechanism through which GST 2.0 shapes 

consumer behavior. 
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Cross-Section Correlation Summary Table 

Section Pair Variables 
Involved 

Correlation 
(r) 

Strength Direction 

Purchasing 
Behavior ↔ 
Spending Patterns 

C1–C10 with 
D1–D4 

0.78 Strong Positive 

Purchasing 
Behavior ↔ Overall 
Opinion 

C1–C10 with 
E1–E2 

0.82 Strong Positive 

Spending Patterns 
↔ Overall Opinion 

D1–D4 with 
E1–E2 

0.76 Strong Positive 

GST Awareness ↔ 
Purchasing 
Behavior 

Section B 
with C1–C10 

0.71 Strong Positive 

GST Awareness ↔ 
Spending Patterns 

Section B 
with D1–D4 

0.68 Moderate–
Strong 

Positive 

GST Awareness ↔ 
Overall Opinion 

Section B 
with E1–E2 

0.74 Strong Positive 

  

The cross-section correlation analysis reveals consistent and strong positive 

relationships across all sections of the questionnaire. The strongest cross-section 

correlation is between Purchasing Behavior (C1–C10) and Overall Opinion (E1–

E2) at r = 0.82, confirming that favorable changes in purchasing behavior — such 

as increased price comparison, preference for low-GST products, and brand 

switching — are the primary drivers of a positive overall opinion about GST 2.0. 

GST Awareness (Section B) shows meaningful correlations with all Likert-scale 

sections (r = 0.68–0.74), validating the expectation that higher consumer awareness 

of GST reforms leads to stronger agreement regarding its impact on purchasing 

behavior, spending patterns, and overall satisfaction. The correlation between 

Purchasing Behavior (C) and Spending Patterns (D) at r = 0.78 confirms that 

behavioral changes such as price comparison and brand switching directly translate 

into modified saving and spending habits. All cross-section correlations exceed r = 

0.65, confirming the overall reliability, construct validity, and internal coherence of 

the entire questionnaire instrument. 
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Consolidated Correlation Reference Table 

Code Full Variable Name Section 

C1 GST 2.0 has increased the prices of goods and services C: Purchasing 

Behavior 

C2 I compare prices more carefully after GST 

implementation 

C: Purchasing 

Behavior 

C3 GST influences my decision to purchase certain 

products 

C: Purchasing 

Behavior 

C4 I prefer products with lower GST rates C: Purchasing 

Behavior 

C5 I have reduced spending on luxury items due to GST C: Purchasing 

Behavior 

C6 GST transparency in billing increases my trust in sellers C: Purchasing 

Behavior 

C7 GST has improved clarity in tax charges on invoices C: Purchasing 

Behavior 

C8 I am more aware of tax components in product pricing 

now 

C: Purchasing 

Behavior 

C9 GST affects my online purchasing decisions C: Purchasing 

Behavior 

C10 I switch brands if GST makes a product expensive C: Purchasing 

Behavior 

D1 My overall spending has decreased after GST 2.0 D: Spending 

Patterns 

D2 GST has affected my savings pattern D: Spending 

Patterns 

D3 I plan purchases more carefully due to GST price 

impact 

D: Spending 

Patterns 

D4 GST rate changes influence my buying timing D: Spending 

Patterns 

E1 GST 2.0 has positively influenced consumer 

purchasing behavior 

E: Overall 

Opinion 

E2 GST 2.0 ensures transparency in pricing E: Overall 

Opinion 
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Major Findings 

Finding 1: High Consumer Awareness of GST 2.0 The study found that 82.8% 

of respondents are aware of GST 2.0 reforms, with social media emerging as the 

dominant source of information (40.4%). This reflects effective policy 

communication, particularly among the young and educated population aged 21–40, 

who constitute 68.5% of the sample. 

Finding 2: GST 2.0 Significantly Influences Purchasing Behavior Strong inter-

item correlations (r = 0.65 to 0.89) in Section C confirm that GST 2.0 has 

meaningfully altered consumer purchasing decisions, encouraging greater price 

comparison and preference for lower GST-rated products. The strongest correlation 

between Invoice Clarity (C7) and Tax Awareness (C8) at r = 0.89 establishes billing 

transparency as the most powerful driver of behavioral change. 

Finding 3: GST 2.0 Has Modified Consumer Spending and Savings Patterns 

Section D correlations (r = 0.72 to 0.84) confirmed that GST-induced price increases 

have directly reduced disposable income and affected savings patterns, particularly 

among the 59.1% of respondents earning below ₹40,000 per month. Consumers are 

now planning purchases more carefully and timing them strategically around festive 

offers and GST rate revisions. 

Finding 4: Billing Transparency is the Most Valued Outcome of GST 2.0 The 

transparency cluster of Billing Trust (C6), Invoice Clarity (C7), and Tax Awareness 

(C8) recorded the highest inter-correlations in the study (r = 0.86 to 0.89), 

confirming that consumers most strongly value GST's contribution to clear and 

verifiable pricing. This transparency has directly strengthened consumer trust in 

sellers and improved overall confidence in the purchasing process. 

Finding 5: Overall Consumer Opinion Towards GST 2.0 is Favorable The 

highest cross-section correlation of r = 0.82 between Purchasing Behavior (C) and 

Overall Opinion (E) confirms that positive behavioral changes directly translate into 

favorable perception of GST 2.0. Despite acknowledging financial pressure from 

price increases, the majority of respondents agreed that GST 2.0 has positively 

influenced purchasing behavior and ensured greater pricing transparency. 

 

II. CONCLUSION 

 The present study examined the impact of GST 2.0 on consumer purchasing 

behavior and spending patterns among 203 respondents across diverse demographic 

profiles. The findings conclusively establish that GST 2.0 has brought about 

significant and positive transformations in consumer behavior, awareness, and 

financial decision-making. 
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 The study found that consumer awareness of GST 2.0 is remarkably high, 

driven largely by social media and tax professionals. GST has made consumers more 

price-conscious, encouraging careful price comparison, preference for lower GST-

rated products, and strategic timing of purchases. Billing transparency emerged as 

the most strongly perceived benefit, fostering greater trust between consumers and 

sellers. However, the reform has also exerted financial pressure on middle and lower-

income households, leading to reduced spending and adjusted savings patterns. 

 The strong positive correlations across all sections of the questionnaire 

confirm that awareness, behavioral change, spending adjustments, and overall 

satisfaction are deeply interconnected outcomes of the GST 2.0 reform. Consumers 

who are more aware demonstrate stronger behavioral responses and hold more 

favorable opinions of the tax system. 

 In conclusion, GST 2.0 has successfully positioned itself as a consumer-

centric tax reform that not only enhances revenue transparency but also empowers 

consumers with greater clarity and control over their purchasing decisions, laying a 

strong foundation for a more informed and financially aware Indian consumer base. 
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Abstract 

 The implementation of the Goods and Services Tax (GST) in India in July 

2017 marked a significant shift in the country’s indirect tax regime, aiming to 

simplify taxation and foster economic efficiency. This study investigates the impact 

of GST on employment generation in Palakkad district, Kerala. Using both 

primary survey data from local businesses and secondary data from government 

statistical sources, the study analyses changes in employment levels across key 

sectors—manufacturing, trade, transportation, and services—after GST adoption. 

Findings suggest that while the GST streamlined compliance and reduced 

cascading taxes, its initial transitional challenges, increased compliance burden for 

small enterprises, and digitization requirements led to varying effects on 

employment. Organized sectors witnessed moderate job creation due to expanded 

market access, whereas unorganized and micro enterprises faced temporary 

workforce reductions owing to adjustment costs and procedural hurdles. The 

research highlights the need for supportive policy measures—such as simplified 

GST compliance for MSMEs and skill development programs—to maximize 

employment potentials in the district. The study concludes that GST has a nuanced 

impact on employment: positive in the medium to long term with institutional 

support, but mixed in the immediate aftermath of implementation. 
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I. INTRODUCTION 

 The introduction of the Goods and Services Tax (GST) in India on 1 July 

2017 marked a historic reform in the country’s indirect tax system. GST replaced 

multiple cascading taxes levied by the central and state governments with a unified 

tax structure, aiming to create a common national market and improve tax 

compliance. By simplifying the tax regime and promoting transparency, GST was 

expected to enhance business efficiency, encourage investment, and stimulate 

economic growth. As economic growth and employment generation are closely 

linked, it becomes important to examine how this major fiscal reform has 

influenced job opportunities at the regional level. 

 Palakkad district, located in Kerala, is known for its mixed economic 

structure comprising agriculture, small-scale industries, manufacturing units, retail 

trade, and service enterprises. The district has a significant presence of Micro, 

Small and Medium Enterprises (MSMEs), which play a crucial role in employment 

generation. The implementation of GST brought structural and procedural changes 

that directly affected these enterprises, particularly in terms of tax compliance, 

digital filing systems, input tax credit mechanisms, and working capital 

requirements. While GST aimed at formalizing the economy and expanding market 

access, its impact on small businesses and informal sector employment in districts 

like Palakkad requires careful analysis. 

 Employment generation is a key indicator of regional economic 

development and social welfare. Any tax reform that influences production, trade, 

and investment will ultimately affect labour demand. In the short term, GST posed 

challenges such as compliance costs and technological adaptation, which may have 

affected employment in smaller firms.  

 However, in the medium and long term, the improved business 

environment and integration into a national market could potentially enhance job 

creation. Therefore, this study attempts to analyze the overall impact of GST on 

employment generation in Palakkad district, focusing on sector-wise changes and 

the experiences of local enterprises. 
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Statement of the Problem 

 The introduction of the Goods and Services Tax (GST) brought 

significant structural changes to India’s indirect tax system with the expectation of 

promoting economic growth and generating employment. However, the impact of 

GST has not been uniforming across regions and sectors. In districts like Palakkad, 

where the economy largely depends on MSMEs, small traders, and service 

enterprises, the shift to a digital and compliance-oriented tax regime may have 

influenced business operations and labour demand. While some firms may have 

benefited from better market integration and input tax credit facilities, others may 

have faced challenges such as increased compliance costs and technical difficulties. 

 Despite the importance of employment generation for local economic 

development, there is limited district-level evidence on how GST has affected job 

creation in Palakkad. It remains unclear whether GST has led to an increase in 

employment opportunities through business expansion or caused temporary or 

long-term job losses due to operational adjustments. Therefore, the problem 

addressed in this study is to examine the nature and extent of GST’s impact on 

employment generation in Palakkad district and to identify sector-wise variations in 

its effects. 

 

Objectives of the Study 

● To examine the overall impact of Goods and Services Tax (GST) on 

employment generation in Palakkad district. 

● To analyze the sector-wise changes in employment levels (manufacturing, 

trade, services, and MSMEs) after the implementation of GST. 

● To assess the challenges faced by small and medium enterprises in 

adapting to the GST regime and their effect on labour demand. 

● To study the relationship between GST compliance requirements and 

workforce adjustments in local businesses. 

● To suggest suitable policy measures to enhance employment opportunities 

in Palakkad district under the GST framework. 

 

Review of literature  

● Ehtisham Ahmad & Satya Poddar (2009) – Analysed GST reforms in 

federal countries and emphasized administrative efficiency for achieving 

economic growth and employment benefits. 

● Sijbren Cnossen (2013) – Examined global VAT/GST systems and 

highlighted their role in improving productivity and long-term 

employment prospects. 
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● Arbind Modi (2015) – Discussed the structural design of GST in India and 

its potential to create a unified market supporting economic expansion. 

● N. R. Bhanumurthy (2015) – Studied the macroeconomic implications of 

GST and suggested positive effects on GDP and employment generation. 

● V. Bhaskar (2017) – Evaluated implementation challenges of GST, 

especially for small businesses and their labour demand. 

● Confederation of Indian Industry (2018) – Reported improvements in ease 

of doing business under GST with possible employment gains in the 

organized sector. 

● M. Govinda Rao (2018) – Analyzed GST as a fiscal reform promoting 

efficiency and formal sector job growth. 

● Reserve Bank of India (2020) – Observed sectoral economic shifts after 

GST implementation influencing employment patterns. 

 

Research Gap 

 Most existing studies on Goods and Services Tax (GST) concentrate on its 

macroeconomic impact, revenue performance, and overall economic growth at the 

national or state level, with limited emphasis on district-level employment 

outcomes. Although research has discussed GST’s influence on MSMEs and 

business efficiency, there is a lack of empirical evidence examining its direct effect 

on employment generation in specific regions like Palakkad district. The sector-

wise impact on local labour markets, particularly in small-scale and informal 

enterprises, remains insufficiently explored. Hence, a focused district-level study is 

necessary to understand how GST has influenced employment patterns in 

Palakkad. 

 

Methodology 

 This study adopts a descriptive and analytical research design to examine 

the impact of Goods and Services Tax (GST) on employment generation in 

Palakkad district. Both primary and secondary data are used for the analysis. 

Primary data are collected through structured questionnaires distributed to 

business owners and managers of Micro, Small and Medium Enterprises (MSMEs), 

manufacturing units, retail traders, and service sector enterprises in Palakkad 

district. A sample size of 150 respondents is selected using convenient and 

purposive sampling techniques to ensure representation from different sectors. 

Secondary data are collected from government reports, economic surveys, GST 

council publications, district statistical handbooks, and related research articles. 
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 For data analysis, descriptive statistical tools such as percentage analysis, 

mean, and frequency distribution are used to understand employment trends 

before and after GST implementation. In addition, correlation and simple 

regression analysis are applied to examine the relationship between GST 

implementation and employment generation. Tables and graphical representations 

are used to present the findings clearly. The study focuses on comparing 

employment levels during the pre-GST and post-GST periods to identify sector-

wise variations and overall impact in Palakkad district. 

 

Data Analysis: GST and Employment Generation 

 

Table 1 

Sector-wise Distribution of Respondents 

Sector Number of Respondents  Percentage (%) 

Manufacturing  35 23.3 

Retail trade 45 30.0 

Service  40 26.7 

MSMEs 30 20.0 

Total 150 100 

 

Interpretation: The table shows that the majority of respondents belong to the 

retail trade sector (30%), followed by services (26.7%), manufacturing (23.3%), and 

MSMEs (20%). 

 

Table 2 

Employment Change After GST Implementation 

Employment status  Number of firms Percentage (%) 

Increased Employment  62 41.3 

No change  48 32.0 

Decreased Employment  40 26.7 

Total  150 100 

 

Interpretation: The table indicates that 41.3% of firms reported increased 

employment after GST, while 26.7% experienced a decline in employment. 
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Table 3 

Mean Analysis of Employment Levels 

Variable Mean Standard divination  

Employment Before GST 18.4 6.2 

Employment After GST 21.7 7.1 

 

Interpretation: The mean employment level increased from 18.4 to 21.7 

employees, indicating a moderate improvement in employment generation after 

GST implementation. 

 

Table 4 

Correlation between GST Implementation and Employment Generation 

Variables Correlation value (r) 

GST Implementation & Employment Generation  0.63 

 

Interpretation: The correlation coefficient (0.63) indicates a moderate positive 

relationship between GST implementation and employment generation. 

 

Table 5 

Regression Analysis 

Regression Model: Employment Generation=  

 a + b (GST Impact) 

Variable  Coefficient  t- value  

Constant  8.42 3.12 

GST Impact  0.74 5.67 

R² = 0.52 

Interpretation: The regression result shows that GST has a positive and 

statistically significant impact on employment generation in Palakkad district. 

 

Findings 

● The sector-wise distribution shows that retail trade accounts for the 

highest proportion of respondents (30%), followed by services (26.7%), 

manufacturing (23.3%), and MSMEs (20%), indicating that the retail and 

service sectors play a dominant role in the local economy of Palakkad 

district. 

● The analysis of employment changes after GST implementation reveals 

that 41.3% of firms experienced an increase in employment, 32% reported 

no change, and 26.7% experienced a decrease in employment. This 
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indicates that GST has created mixed effects on employment across 

sectors. 

● The mean analysis of employment levels shows that the average number 

of employees increased from 18.4 before GST to 21.7 after GST, 

suggesting a moderate improvement in employment opportunities in the 

district. 

● The correlation analysis indicates a moderate positive relationship (r = 

0.63) between GST implementation and employment generation, implying 

that improved tax structure and business environment can influence job 

creation. 

● The regression analysis results reveal that GST has a positive and 

statistically significant impact on employment generation, with an R² value 

of 0.52, meaning that GST-related factors explain about 52% of the 

variation in employment levels among the sampled firms. 

● The study also finds that businesses that adapted quickly to digital GST 

compliance systems were able to expand operations and increase 

employment opportunities. 

● Some MSMEs and small traders faced initial difficulties in adapting to 

GST due to compliance costs, technical issues, and lack of awareness 

about digital filing procedures. 

Overall, the results indicate that GST has contributed to the formalization of 

businesses, which may lead to long-term employment growth despite short-term 

challenges. 

 

Suggestions 

● The government should simplify GST filing procedures and reduce 

compliance complexity, particularly for MSMEs and small traders. 

● Regular training programs and awareness campaigns should be conducted 

to educate entrepreneurs about GST rules, digital filing systems, and tax 

benefits. 

● Financial assistance and incentives should be provided to small businesses 

to help them adapt to GST and expand their operations. 

● The government and local authorities should promote industrial 

development in Palakkad district to create more employment 

opportunities. 

● Strengthening digital infrastructure and providing technical support can 

help businesses handle GST compliance efficiently. 

● Special policy measures should be introduced to support the informal 

sector and integrate them into the formal economy. 
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● Encouraging entrepreneurship and startup initiatives can further increase 

employment opportunities in the district. 

● Collaboration between government agencies, financial institutions, and 

business organizations can improve the effectiveness of GST 

implementation and employment growth. 

 

II. CONCLUSION 

 The implementation of the Goods and Services Tax represents a 

significant reform in India’s taxation system aimed at improving economic 

efficiency and promoting business growth. The findings of this study indicate that 

GST has had a moderately positive impact on employment generation in Palakkad 

district, particularly in sectors that successfully adapted to the new tax regime. 

Although certain MSMEs faced initial challenges due to compliance requirements 

and digitalization, the overall trend suggests improvement in business operations 

and job opportunities. With supportive government policies, improved awareness, 

and stronger institutional support, GST has the potential to further enhance 

employment generation and contribute to sustainable economic development in 

Palakkad district. 
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ராஜா ராம் ம ாகன் ராய் (1772 – 1833): வரி 
 ற்றும் ப ாருளாதார சரீ்திருத்தங்கள் 

 

R.சரண்யா 

முதுகலை இரண்டாம் ஆண்டு, 
வரைாற்றுத் துலை, 
நாமக்கல் கவிஞர் இராமைிங்கம் அரசினர் மகளிர் கலைக் 
கல்லூரி, 
நாமக்கல். 
 

Abstract 

 ராஜா ராம் மமாகன் ராய் (1772-1833) சமூக 
சீர்திருத்தங்களுக்குப் பெயர் பெற்ைவர் என்ைாலும், அரசியல் 
மற்றும் நிை சீர்திருத்தங்கள் மட்டுமின்ைி, கல்வி, சமூகம் 
மற்றும் சட்டத்துலையிலும் அவர் பெரிய மாற்ைங்கலள 
ஏற்ெடுத்தினார் . சீர்திருத்தங்களிலும் முக்கியப் 
ெங்காற்ைினார்  .அவர்  இந்தியாவில் நிலுலவயில் இருந்த  
வரி விதிப்பு முலைகலள எதிர்த்தார், குைிப்ொக 
விவசாயிகளுக்கு அதிக சுலம ஏற்றும் ஜமீன்தாரி 
முலைலய விமர்சித்து, நிைவரி விகிதத்லதக் குலைக்க 
வைியுறுத்தினார்.  

 ராஜா ராம் மமாகன் ராய் (1772–1833) வங்காள 
ஜமீன்தார்களின் ஒடுக்குமுலை நலடமுலைகலளக் 
கண்டித்து, நிைச் சீர்திருத்தங்களுக்காகக் குரல் பகாடுத்தார் .
அவர் விவசாயிகளின் நைன் கருதி, நிைத்தின் மீதான வரி 
மற்றும் வாடலகலய முலைப்ெடுத்தவும், வரிகள் இல்ைாத 
நிைங்கள் மீதான வரிலய ரத்து பசய்யவும், ஏற்றுமதி 
வரிகலளக் குலைக்கவும் ெிரிட்டிஷ் அரலச 
வைியுறுத்தினார் . 
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 நிை சீர்திருத்தங்கள் மட்டுமின்ைி, கல்வி,  பொருளாதார 

சமூகம் மற்றும் சட்டத்துலையிலும் அவர் பெரிய 
மாற்ைங்கலள ஏற்ெடுத்தினார் . 
 

I. அறிமுகம் 
ராஜா ராம் ம ாகன் ராய் (1772 – 1833) 

 ஒரு சமூக சீர்திருத்தவாதியாக மட்டுமின்ைி, 
இந்தியாவின் பொருளாதார மற்றும் வரி 
சீர்திருத்தங்களுக்காகவும் குரல் பகாடுத்தார்  அவர் .
  ெிரிட்டிஷ் இந்தியாவில் நிைப்ெிரபுத்துவ அலமப்ெில்
வரிச்சுலமலயக் குலைக்க மவண்டும் மற்றும் மமல் 
வர்க்கத்தினர் மீதான வரி விதிப்லெ அதிகரிக்க மவண்டும் 
என்று ெரிந்துலரத்தார்.  

 
ராஜா ராம் ம ாகன் ராய் (1772 – 1833) – முக்கிய உண்ம கள் 

• வங்காள மாகாணத்தின் ஹூக்ளி மாவட்டத்தில் 
உள்ள ராதாநகரில் மம 1772 இல் ஒரு மரபுவழி 
வங்காள இந்து குடும்ெத்தில் ெிைந்தார். 

• ராம் மமாகனின் கல்வி - உயர்கல்விக்காக 
ொட்னாவுக்கு அனுப்ெப்ெட்டார், அங்கு அவர் ொரசீக 
மற்றும் அரபு பமாழிலயப் ெயின்ைார். அவர் குர்ஆன், 

ெிமளட்மடா மற்றும் அரிஸ்டாட்டில் ஆகிமயாரின் 
ெலடப்புகளின் அரபு பமாழிபெயர்ப்பு மற்றும் சூஃெி 
ஆன்மீகக் கவிஞர்களின் ெலடப்புகலளப் ெடித்தார். 
ெதிலனந்து வயதிற்குள், ராஜா ராம்மமாகன் ராய் 
வங்காளம், ொரசீகம், அரபு மற்றும் சமஸ்கிருதம் 
ஆகியவற்லைக் கற்றுக்பகாண்டார். அவருக்கு இந்தி 
மற்றும் ஆங்கிைமும் பதரியும். 

• அவர் வாரணாசிக்குச் பசன்று மவதங்கள், 

உெநிடதங்கள் மற்றும் இந்து தத்துவங்கலள 
ஆழமாகக் கற்ைார். 
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• அவர் கிைிஸ்தவத்லதயும் இஸ்ைாத்லதயும் ெடித்தார். 
•  ெதினாறு வயதில், இந்து சிலை வழிொட்லடப் ெற்ைிய 

ெகுத்தைிவு விமர்சனத்லத எழுதினார். 
• 1809 முதல் 1814 வலர, அவர் கிழக்கிந்திய கம்பெனியின் 

வருவாய்த் துலையில் ெணியாற்ைினார், உட்ஃமொர்டு 
மற்றும் டிக்ெிக்கு தனிப்ெட்ட திவானாகவும் 
ெணியாற்ைினார். 

• 1814 முதல் அவர் தனது வாழ்க்லகலய மத, சமூக 
மற்றும் அரசியல் சீர்திருத்தங்களுக்காக 
அர்ப்ெணித்தார். 

• 'இந்தியாவில் நவனீ யுகத்லதத் துவக்கியவர்' என்ை 
தலைப்ெில் ஆற்ைிய உலரயில், தாகூர், ராம் மமாகலன 
'இந்திய வரைாற்ைின் ஆகாயத்தில் ஒரு ஒளிரும் 
நட்சத்திரம்' என்று குைிப்ெிட்டார். 

• முகைாய மன்னர் இரண்டாம் அக்ெர் ஷாவின் (ெகதூர் 
ஷாவின் தந்லத( தூதராக இங்கிைாந்துக்குச் பசன்ை 
அவர், அங்கு ஒரு மநாயால் இைந்தார். பசப்டம்ெர் 1833 

இல் இங்கிைாந்தின் ெிரிஸ்டைில் இைந்தார். 
• படல்ைியின் முகைாயப் மெரரசர் இரண்டாம் அக்ெரால் 

அவருக்கு 'ராஜா' என்ை ெட்டம் வழங்கப்ெட்டது. 
ெிரிட்டிஷ் மன்னரிடம் அவர் தனது குலைகலள 
முன்லவத்தார். 

 
ராஜா ராம் ம ாகன் ராயின் வரி  ற்றும் ப ாருளாதார 
சரீ்திருத்தங்கள்: 

• வரிச்சும  குமறப்பு: நிைச் சீர்திருத்தங்கள் மூைம் 
விவசாயிகளின் மீது விதிக்கப்ெடும் அதிகப்ெடியான 
நிைவரிலயக் குலைக்க மவண்டும் என்று அவர் 
வாதிட்டார். 

• ம ல் வர்க்க வரி: பசல்வந்தர்களிடமிருந்து 
நியாயமான வரிலய வசூைித்து, அதன் மூைம் அரசு 
நிர்வாகத்லத நடத்த மவண்டும் என்று கூைினார். 
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• நிர்வாகச் சரீ்திருத்தம்: வரி வசூைில் 
பவளிப்ெலடத்தன்லமலயயும், நிர்வாகத்தில் 
இந்தியர்களுக்கு அதிக ெிரதிநிதித்துவத்லதயும் அவர் 
மகாரினார். 

• ப ாருளாதார விழிப்புணர்வு: காகிதப் ெணப் 
ெயன்ொடு மற்றும் வர்த்தகச் சுதந்திரத்லத 
ஆதரித்தார், இது இந்தியப் பொருளாதாரத்லத "இந்திய 
மறுமைர்ச்சியின் தந்லத" என்று அலழக்கப்ெடும் 
அவர், சமூக ரீதியாக உடன்கட்லட ஏறுதல் (சதி( 
மொன்ை மூடநம்ெிக்லககலள ஒழிப்ெதில் முக்கிய 
ெங்கு வகித்தார் என்ெது குைிப்ெிடத்தக்கது. 

 

சமூக சரீ்திருத்தங்கள் 

 இந்திய சமூகத்லதப் ொதித்த அடக்குமுலை 
நலடமுலைகலள சவால் பசய்வதிலும் அகற்றுவதிலும் 
ராஜா ராம் மமாகன் ராயின் சமூக சீர்திருத்தங்கள் முக்கிய 
ெங்கு வகித்தன. அவரது முயற்சிகள் நீதி மற்றும் 
சமத்துவத்திற்கான ஆழ்ந்த அர்ப்ெணிப்ொல் இயக்கப்ெட்டன, 

இது ஓரங்கட்டப்ெட்ட மற்றும் ஒடுக்கப்ெட்டவர்கள் மீதான 
அவரது ஆழ்ந்த ெச்சாதாெத்லத ெிரதிெைிக்கிைது. 
 

ஆத் ிய சம :  

 1814 ஆம் ஆண்டில், ராய் பகால்கத்தாவில் ஆத்மிய 
சலெலய (அதாவது, நண்ெர்கள் சங்கம்( நிறுவினார், இது 
சமூகத்தில் ஆதிக்கம் பசலுத்தும் சிலை வழிொடு, 

கடுலமயான சாதி கட்டலமப்புகள் மற்றும் அர்த்தமற்ை 
சடங்குகள் மொன்ை ெிரச்சிலனகலள நிவர்த்தி 
பசய்வதற்காக ஒரு தத்துவ விவாத வட்டமாகும். இந்த 
சமூகக் மகடுகலள ஒழிப்ெலத மநாக்கமாகக் பகாண்ட 
அைிவுசார் மற்றும் சமூக பசாற்பொழிவுக்கான இடமாக 
இந்த தளம் மாைியது. 
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சதி ஒழிப்பு: 
  அவரது மிக முக்கியமான ெங்களிப்புகளில் ஒன்று, 

விதலவகள் தங்கள் கணவரின் இறுதிச் சடங்கில் 
தங்கலளத் தாங்கமள எரித்துக் பகாள்ளும் 
கட்டாயப்ெடுத்தப்ெட்ட சதி என்ை காட்டுமிராண்டித்தனமான 
நலடமுலைக்கு எதிரான ெிரச்சாரமாகும். 
 இந்த வழக்கத்தால் ராய் திகிைலடந்தார், மமலும் 
விழிப்புணர்லவ ஏற்ெடுத்தவும், அலதத் தலட பசய்ய 
ெிரிட்டிஷ் அரசாங்கத்திடம் வைியுறுத்தவும் அயராது 
உலழத்தார். 
 அவரது இலடவிடாத முயற்சிகள் 1829 ஆம் ஆண்டு 
ெிரிட்டிஷ் கவர்னர் பஜனரல் ைார்ட் வில்ைியம் 
பெண்டிங்கின் கீழ், XVII விதியின் மூைம் அதிகாரப்பூர்வமாக 
சதி ஒழிக்க வழிவகுத்தது . 
 
குழந்மத திரு ணம்  ற்றும்  லதார  ணத்திற்கு 
எதிர்ப்பு:  

 19 ஆம் நூற்ைாண்டில் இந்தியாவில் ெரவைாக இருந்த 
குழந்லத திருமணம் மற்றும் ெைதார மணத்லத ராஜா ராம் 
மமாகன் ராய் கடுலமயாக எதிர்த்தார். சமூக மாற்ைத்திற்கும், 

பெண்கள் அைிவுள்ள வாழ்க்லகத் மதர்வுகலளச் பசய்ய 
அதிகாரம் அளிப்ெதற்கும் பெண்களின் கல்விலய அவர் 
ஆதரித்தார். 
 
 த சரீ்திருத்தங்கள் 

 ராஜா ராம் மமாகன் ராயின் மத சீர்திருத்தங்கள், 

ஏகத்துவத்தின் மீதான அவரது நம்ெிக்லகயிலும், 

மூடநம்ெிக்லக ெழக்கவழக்கங்களிைிருந்து இந்து மதத்லதத் 
தூய்லமப்ெடுத்த மவண்டும் என்ை அவரது விருப்ெத்திலும் 
மவரூன்ைியிருந்தன. அலனத்து நம்ெிக்லககளின் 
ஒற்றுலமக்காகவும் வாதிடும், மதத்திற்கு ஒரு ெகுத்தைிவு 



 

Mayas Publication  202 

 

மற்றும் அைிபவாளி அணுகுமுலைலய ஊக்குவிக்க அவர் 
முயன்ைார். 
 

ஏகத்துவத்மத ஊக்குவித்தல்:  

 இஸ்ைாம் மற்றும் கிைிஸ்தவத்தின் ஏகத்துவ 
நம்ெிக்லககள் ராஜா ராம் மமாகன் ராலய ஆழமாகப் 
ொதித்தன. அவர் ஒரு கடவுள் இருப்ெலத நம்ெினார் மற்றும் 
ஒரு பதய்வகீ அலமப்ெின் வழிொட்லட வைியுறுத்துவதன் 
மூைம் இந்து மதத்லத சீர்திருத்த முயன்ைார். 
 1803 ஆம் ஆண்டில், ராய் "துஹ்ெத்-உல்-முவாஹிதீன்" 
(ஏகத்துவவாதிகளுக்கு ஒரு ெரிசு( என்ை நூலை 
பவளியிட்டார், இது ஏகத்துவத்லதயும் ெகுத்தைிவு மத 
சிந்தலனலயயும் ஆதரிக்கும் ஒரு ஆய்வுக் கட்டுலரயாகும். 
மதத்தின் சாராம்சம் சடங்குகள் மற்றும் சடங்குகளில் 
அல்ை, மாைாக அதன் பநைிமுலை மொதலனகள் மற்றும் 
தார்மீக மதிப்புகளில் உள்ளது என்று அவர் வாதிட்டார். 
 சிலை வழிொட்டின் விமர்சனம்: ராஜாராம் மமாகன் 
ராய் சிலை வழிொட்லட கடுலமயாக விமர்சித்தவர், இது 
மதத்தின் உண்லமயான சாரத்திைிருந்து விைகுவதாக அவர் 
கருதினார். சிலை வழிொடு மூடநம்ெிக்லகலய 
ஊக்குவிப்ெதாகவும், நம்ெிக்லகயின் ஆழமான தத்துவ 
அம்சங்கலளப் புரிந்துபகாள்வதிைிருந்து மக்கலளத் 
திலசதிருப்புவதாகவும் அவர் நம்ெினார். 
 
 தங்களுக்கு இமைமயயான உமரயாைல்  ற்றும்  த 
சகிப்புத்தன்ம : 
 ராஜா ராம் மமாகன் ராய் மதங்களுக்கு இலடமயயான 
உலரயாடல் மற்றும் மத சகிப்புத்தன்லமயின் 
ஆதரவாளராக இருந்தார். அலனத்து மதங்களும் 
பொதுவான மதிப்புகலளப் ெகிர்ந்து பகாள்கின்ைன என்றும், 

பவவ்மவறு மத சமூகங்களிலடமய நல்ைிணக்கத்லத 
வளர்க்க ொடுெடுவதாகவும் அவர் நம்ெினார். 
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 அவர் கிைிஸ்தவ சடங்குகலள விமர்சித்தார் மற்றும் 
கிைிஸ்துலவ கடவுளின் அவதாரமாக நிராகரித்தார். 
இமயசுவின் கட்டலளகள் (1820) இல், அவர் ொராட்டிய புதிய 
ஏற்ொட்டின் தார்மீக மற்றும் தத்துவ பசய்திக்கும் அதன் 
அதிசயக் கலதகளுக்கும் இலடயில் மவறுெடுத்திப் ொர்க்க 
முயன்ைார். 
 ெிரம்ம சமாஜம்: 1828 ஆம் ஆண்டில், அவர் ெிரம்ம 
சமாஜத்லத நிறுவினார் , இது சிலை வழிொட்லட 
நிராகரித்து ெகுத்தைிவு மற்றும் மனிதமநயத்லத 
வைியுறுத்திய ஒரு சமூக-மத சீர்திருத்த இயக்கமாகும். 
 

கல்வி சரீ்திருத்தங்கள் 

 ராஜா ராம் மமாகன் ராய் ஒரு பதாலைமநாக்கு 
ொர்லவ பகாண்ட கல்வியாளர், சமூகத்லத வடிவலமப்ெதில் 
கல்வியின் மாற்ைத்லத ஏற்ெடுத்தும் சக்திலய அவர் 
அங்கீகரித்தார். அவரது கல்வி சீர்திருத்தங்கள் விமர்சன 
சிந்தலன, அைிவியல் விசாரலண மற்றும் சமகாை உைகின் 
சவால்களுக்கு இந்தியர்கலள தயார்ெடுத்தும் நவனீ 
ொடத்திட்டத்லத மமம்ெடுத்துவலத மநாக்கமாகக் 
பகாண்டிருந்தன. 
 

ஆங்கிமலா-இந்து  ள்ளியின் ஸ்தா னம்: 
  1822 ஆம் ஆண்டு ராஜா ராம் மமாகன் ராய் 
அவர்களால் நிறுவப்ெட்ட ஆங்கிமைா-இந்து ெள்ளி, 
ொரம்ெரிய இந்திய ொடங்கலள மமற்கத்திய அைிவியல் 
மற்றும் மனிதமநயங்களுடன் இலணக்கும் ொடத்திட்டத்லத 
வழங்கும் ஒரு முன்மனாடி நிறுவனமாகும். 
 விமர்சன சிந்தலன மற்றும் அைிவியல் 
விசாரலணலய வைியுறுத்தி, இது ஒரு முழுலமயான 
கல்விலய வழங்குவலதயும் இந்திய ெள்ளிப்ெடிப்லெ 
நவனீமயமாக்குவலதயும் மநாக்கமாகக் பகாண்டது. 
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 இந்தப் ெள்ளியின் பவற்ைி, இந்தியாவில் மமற்கத்திய 
கல்வி முலைகலளப் ெின்ெற்றுவதில் தாக்கத்லத 
ஏற்ெடுத்தியது, மமலும் கல்விச் சீர்திருத்தங்களுக்கு 
உத்மவகம் அளித்தது. 
 
மவதாந்தக் கல்லூரி:  

 1826 ஆம் ஆண்டு, ராஜா ராம் மமாகன் ராய் நவனீ 
ொடங்களுடன் தனது ஏகத்துவக் மகாட்ொடுகலளக் கற்ெிக்க 
மவதாந்தக் கல்லூரிலய நிறுவினார். 
ப ண் கல்விக்கான ஆதரவு:  

 ொைின சமத்துவம் மற்றும் சமூக முன்மனற்ைத்லத 
அலடவதில் பெண் கல்வியின் முக்கியத்துவத்லத 
உணர்ந்து, ராஜா ராம் மமாகன் ராய் அலத வலுவாக 
ஆதரித்தார். ெடித்த பெண்கள் குடும்ெம் மற்றும் சமூக 
நைனுக்கு ெங்களிக்க முடியும் என்ெதால், பெண்களுக்கு 
கல்வி கற்ெது சமூகத்தின் ஒட்டுபமாத்த வளர்ச்சிக்கு 
வழிவகுக்கும் என்று அவர் வாதிட்டார். 
 

அரசியல் சரீ்திருத்தங்கள் 

 ெிரிட்டிஷ் காைனித்துவ ஆட்சியின் கீழ் 
இந்தியர்களுக்கு அதிக உரிலமகள் மற்றும் சுதந்திரங்கலளப் 
பெறுவலத மநாக்கமாகக் பகாண்ட ராஜா ராம் மமாகன் 
ராயின் அரசியல் சீர்திருத்தங்கள். அவர் இந்திய மதசியவாத 
இயக்கத்திற்கு முன்மனாடியாக இருந்தார், அரசியைலமப்பு 
சீர்திருத்தங்கள் மற்றும் ஆட்சியில் இந்தியர்களுக்கான 
ெிரதிநிதித்துவத்திற்காக வாதிட்டார். 
 
சிவில் உரிம களுக்கான ஆதரவு:  

 ராஜாராம் மமாகன் ராய் ெிரிட்டிஷ் ஒடுக்குமுலைலய 
எதிர்த்தார், சிவில் உரிலமகள், நியாயமான நிர்வாகம் 
மற்றும் ஒரு நியாயமான சட்ட அலமப்புக்காக வாதிட்டார். 
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சமமான ெிரிட்டிஷ் ஆட்சியின் கீழ் இந்தியர்கள் நிர்வாகப் 
ெணிகலள வகிக்க மவண்டும் என்று அவர் மனு பசய்தார். 
 
 த்திரிமக சுதந்திரத்மத ம ம் டுத்துதல்:  

 ராஜா ராம் மமாகன் ராய் ெத்திரிலக சுதந்திரத்தின் 
தீவிர ஆதரவாளராக இருந்தார், தகவைைிந்த பொது 
விவாதத்லத ஊக்குவிப்ெதிலும் அதிகாரிகலள 
பொறுப்புக்கூை லவப்ெதிலும் அதன் முக்கியத்துவத்லத 
உணர்ந்தார். அவர் ெிராமணிகல் இதழ் (1821) , வங்காள வார 
இதழான சம்வத் பகௌமுதி (1821) மற்றும் ொரசீக வார 
இதழான மிராத்-உல்-அக்ெர் உள்ளிட்ட ெை 
பசய்தித்தாள்கலள நிறுவினார் . 
 
வரி சரீ்திருத்தங்கள்:  

 ராஜாராம் மமாகன் ராய் வங்காள ஜமீன்தார்களின் 
அடக்குமுலை நலடமுலைகலளக் கண்டித்தார், 

குலைந்தெட்ச வாடலககலள நிறுவவும், வரி இல்ைாத 
நிைங்களுக்கு வரிகலள நீக்கவும் அலழப்பு விடுத்தார். 
 

ப ாழி  ற்றும் இலக்கியம் 

 இந்தியாவில் பமாழி மற்றும் இைக்கியத்லத 
வளர்ப்ெதற்கு ராஜா ராம் மமாகன் ராய் குைிப்ெிடத்தக்க 
ெங்களிப்புகலளச் பசய்தார். இந்தியாவின் வளமான 
கைாச்சார ொரம்ெரியத்லதப் ொதுகாப்ெதில் வட்டார 
பமாழிகள் மற்றும் இைக்கிய பவளிப்ொட்லட 
மமம்ெடுத்துவதற்கான அவரது முயற்சிகள் மிக 
முக்கியமானலவ. 
 கல்வி மற்றும் அைிலவ அலனவருக்கும் 
அணுகக்கூடியதாக மாற்றுவதற்காக அவர் வட்டார 
பமாழிகலள ஊக்குவித்தார், ெரந்த அளவிைான 
வாசகர்கலளச் பசன்ைலடய தாய்பமாழிகளில் இைக்கியம் 
மதலவ என்ெலத வைியுறுத்தினார். 
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இலக்கியப்  ங்களிப்புகள்: 
 ராஜா ராம் மமாகன் ராய் இந்திய இைக்கியத்திற்கு 
குைிப்ெிடத்தக்க ெங்களிப்லெ வழங்கிய ஒரு சிைந்த 
எழுத்தாளர் மற்றும் பமாழிபெயர்ப்ொளர் ஆவார். அவரது 
ெலடப்புகளில் மவத நூல்களின் பமாழிபெயர்ப்புகள், தத்துவ 
ஆய்வுக் கட்டுலரகள் மற்றும் சமூக மற்றும் அரசியல் 
ெிரச்சிலனகள் குைித்த கட்டுலரகள் அடங்கும்....  

 
II. முடிவுமர 

 "இந்திய மறுமைர்ச்சியின் தந்லத" என்று 
அலழக்கப்ெடும் ராஜா ராம் மமாகன் ராய், சமூக நீதி மற்றும் 
முற்மொக்கான சீர்திருத்தங்களில் தலைலமத்துவத்திற்காக 
அைியப்ெடுகிைார். 1830 ஆம் ஆண்டில், முகைாய மெரரசரின் 
அதிகாரப்பூர்வமற்ை ெிரதிநிதியாக இங்கிைாந்துக்குச் 
பசன்ைார், அங்கு யூனிமடரியன்கள் மற்றும் மன்னர் 
வில்ைியம் IV ஆகிமயாரிடமிருந்து அன்ொன வரமவற்லெப் 
பெற்ைார். ராய் ெிரிஸ்டைில் காய்ச்சைால் இைந்தார், அங்கு 
அவர் அடக்கம் பசய்யப்ெட்டார் 
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Abstract 

 The taxation of petroleum and diesel in India has been a subject of 

widespread debate due to its significant impact on consumer prices, transportation 

costs, and economic stability. Despite fluctuations in global crude oil prices, fuel 

prices in India remain high, primarily due to heavy central and state-level taxation. 

This study aims to critically examine the structure, transparency, and socio-

economic impact of fuel taxation in India, focusing on public perceptions and the 

justification of current tax policies. An empirical research approach was adopted, 

with data collected from 233 respondents through convenience sampling in and 

around Chennai, Tamil Nadu, and via online platforms. The independent 

variables included age, gender, education, occupation, and locality, while 

dependent variables focused on issues related to fuel taxation. Graphical 

representations and Pearson’s chi-square test were used for analysis. The findings 

reveal that a significant proportion of respondents, particularly from the 36–45 age 

group, consider the fuel tax structure transparent, while many identified inefficient 

pricing policies as a primary reason for high fuel taxes. A notable number of 

respondents also believed that India’s fuel taxation is higher compared to global 

standards, though opinions varied by demographic segment. The chi-square test 

indicated a significant relationship between age and perceptions of the 

effectiveness of fuel taxation in managing inflation. The study concludes that 

while awareness of fuel taxation is growing, concerns remain about policy 

efficiency, fairness, and the disproportionate burden on certain income groups. 

These insights highlight the need for more transparent, balanced, and inclusive fuel 
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tax policies in India. 

Keywords: Taxation, Petroleum, Diesel, Transparent, Economic stability 

 

I. INTRODUCTION 

 The taxation of petroleum and diesel in India has long been a topic of 

intense public and policy debate, given its direct impact on transportation costs, 

consumer prices, and overall economic dynamics. Despite fluctuations in global 

crude oil prices, retail fuel prices in India often remain high due to substantial 

central and state taxes. These taxes serve as a significant source of revenue for the 

government, but they also raise concerns about their transparency, economic 

burden on consumers, and social equity, particularly for lower-income households. 

With fuel being a non-elastic commodity, changes in its pricing structure can 

influence inflation and cost of living. As India moves toward energy transition and 

economic growth, it becomes critical to analyze whether the current tax framework 

on fuel aligns with public interest, economic stability, and environmental 

sustainability. This study aims to explore public perceptions, identify the underlying 

reasons for high fuel taxes, and assess the socio-economic implications of fuel 

taxation in the Indian context. 

 The aim of this research is to critically examine the structure, purpose, and 

impact of taxation on petroleum and diesel in India. It seeks to understand the 

public perception of fuel taxes, explore the reasons behind their high rates, and 

evaluate whether these taxes are justified in light of economic, social, and 

environmental considerations. The study also aims to investigate the extent to 

which the current tax policies are transparent and equitable, especially in their 

effect on different income groups 

 The taxation of petroleum and diesel in India has evolved significantly 

over the decades, shaped by changing economic priorities, fiscal needs, and energy 

policies. Initially, fuel taxes were modest and primarily aimed at generating revenue 

for infrastructure development. However, with the liberalization of the Indian 

economy in the 1990s and the growing reliance on indirect taxation, fuel became a 

key source of government income. Over time, both the central and state 

governments increased excise duties and value-added taxes (VAT) on petroleum 

products, particularly as crude oil prices fluctuated globally. Despite the 

introduction of the Goods and Services Tax (GST) in 2017, petroleum and diesel 

were excluded, allowing states to retain control over their tax rates. This has led to 

inconsistencies in pricing across regions and raised concerns over transparency 

and fairness. In recent years, rising retail prices amid falling global crude rates 

have sparked public debate on the need to reform fuel taxation. The topic 

has thus evolved from being a matter of fiscal policy to a multidimensional 
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issue involving public perception, economic burden, environmental goals, 

and political discourse. 

 The taxation of petroleum and diesel in India is governed by a 

combination of central and state laws, reflecting the country’s dual tax 

structure. At the central level, the Central Excise Act, 1944 empowers the Union 

Government to levy excise duty on the manufacture and production of petroleum 

products. Additionally, the Finance Act passed annually by Parliament determines 

the rate of excise duty and introduces cesses like the Road and Infrastructure Cess 

and the Agriculture Infrastructure and Development Cess, which further increase 

the tax burden on fuel. At the state level, petroleum products are subject to Value 

Added Tax (VAT) or sales tax, imposed under respective State VAT Acts, allowing 

each state to set its own tax rates, resulting in price variations across the country. 

Despite the implementation of the Goods and Services Tax (GST) Act, 2017, 

petroleum and diesel remain outside its purview, preserving the states' autonomy in 

taxing these commodities. Furthermore, the Petroleum and Natural Gas Regulatory 

Board Act, 2006 indirectly influences fuel pricing and distribution mechanisms, 

while general provisions of the Constitution of India, particularly Article 246, 

delineate the powers of the Centre and States to legislate on matters of taxation. 

Collectively, these legal frameworks create a complex and often contentious 

system of fuel taxation that this research seeks to analyze. 

 The taxation of petroleum and diesel in India is influenced by a 

range of economic, political, environmental, and policy-driven factors. One 

of the primary determinants is the government's fiscal strategy, as fuel taxes 

constitute a significant portion of both central and state revenue. Fluctuating global 

crude oil prices also play a critical role, prompting governments to adjust excise 

duties and cesses to stabilize domestic prices or boost revenue during international 

market downturns. Political considerations often influence fuel tax policies, 

especially during elections, with some states reducing taxes to gain public 

favor. Another key factor is the non-inclusion of petroleum products under the 

Goods and Services Tax (GST), which leads to varied state-level taxation and price 

disparities across regions. Moreover, environmental concerns are increasingly 

shaping fuel tax decisions, with efforts to discourage fossil fuel use and promote 

cleaner alternatives like electric vehicles through differential taxation. Public 

sentiment and affordability, especially among lower- and middle-income groups, 

further impact policy, as high fuel prices can lead to inflationary pressures and 

social unrest. Together, these interconnected factors make fuel taxation in India a 

complex issue requiring a balanced and adaptive approach. 
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 As of 2025, India's fuel taxation landscape is undergoing significant shifts 

influenced by global oil price fluctuations, fiscal strategies, and environmental 

objectives. In April 2025, the central government increased the special additional 

excise duty on petrol and diesel by ₹2 per litre, aiming to bolster revenue amidst 

declining global crude prices . This move followed a series of adjustments to the 

windfall tax, which was initially imposed in July 2022 to tax extraordinary profits 

from domestic crude oil production. The windfall tax saw multiple revisions, 

including a hike to ₹4,600 per ton in March 2024, before being completely 

withdrawn in December 2024 due to stabilizing global oil prices and reduced 

profitability for oil companies 

 The taxation of petroleum and diesel in India and the United States 

reflects starkly different policy approaches, shaped by their distinct economic 

priorities, governance structures, and energy dependencies. In India, fuel taxation is 

significantly higher and more centralized, with both the central and state 

governments levying excise duties, cesses, and VAT, often contributing to over 

50% of the retail price of fuel. This approach is driven largely by the need to 

generate public revenue and manage fiscal deficits. In contrast, the United States 

maintains relatively low fuel taxes, with federal excise duties fixed at modest rates 

(18.4 cents per gallon for gasoline and 24.4 cents for diesel), while states impose 

varying but generally lower additional taxes. The U.S. fuel policy is influenced more 

by market dynamics and energy independence goals, and less by taxation as a 

revenue tool. Moreover, while India has not brought fuel under the Goods and 

Services Tax (GST), the U.S. follows a simplified tax structure with minimal 

government intervention in fuel pricing. Environmental considerations are gaining 

traction in both nations, but India tends to use fuel taxation more aggressively as a 

tool to influence consumption patterns and fund infrastructure. Overall, India's 

fuel tax regime is more revenue-focused and complex, whereas the U.S. model 

emphasizes affordability, market liberalism, and regional autonomy. 

 

Objectives 

• To analyze public awareness and perceptions regarding the transparency 

of the current fuel tax structure in India. 

• To assess the public's opinion on whether fuel taxation in India is 

higher than global standards. 

• To evaluate the perceived socio-economic impact of fuel taxes, 

particularly on lower-income households. 

• To determine public satisfaction with the effectiveness of the current fuel 

taxation policy in managing inflation. 
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Review of Literature 

1. Chandrasekaran (2019) aimed to evaluate the impact of high taxes on 

fuel prices in India. The study used a descriptive methodology with 

secondary data collected from government reports and industry 

publications. The sample consisted of historical data from 2010 to 2018. 

The findings revealed that high excise duties and state-level VAT 

contributed significantly to rising fuel prices, which had adverse effects on 

inflation and consumer spending patterns. 

2. Ravichandran (2020) examined the economic consequences of the 

petroleum tax structure in India, particularly in the context of fiscal policy. 

A quantitative research design was used with data obtained from 

national budget documents and petroleum pricing information. The 

sample size was data for five years. The study concluded that fluctuating 

excise duties and VAT have a destabilizing effect on India's economy, 

leading to volatility in fuel prices. 

3. Patel (2021) aimed to assess the relationship between petroleum taxation 

and consumer behavior in India. The research employed a survey 

methodology, with a sample size of 500 respondents across different 

states. Findings suggested that consumers in high-tax states demonstrated 

reduced fuel consumption and increased demand for fuel-efficient 

vehicles, indicating a behavioral shift due to high petroleum taxes. 

4. Singh (2018) focused on the effect of fuel taxation on transportation 

costs in India. The study utilized a case study approach, with data 

from the transport sector over the past decade. The sample consisted of 

transportation firms and logistics companies. It found that increased taxes 

on diesel, in particular, led to a rise in overall logistics costs, affecting the 

prices of goods in the market. 

5. Kumar (2022) aimed to explore the fiscal impact of the petroleum and 

diesel tax regime on the Indian economy. A time-series analysis was 

conducted, using data from 2000 to 2021. The sample included economic 

indicators such as GDP, inflation rate, and trade balance. The research 

concluded that excessive fuel taxation led to inflationary pressures but 

was crucial for funding public welfare programs. 

6. Mehta (2020) investigated the implications of the excise duty and VAT 

on diesel prices and agricultural productivity. A cross-sectional study was 

conducted with a sample of 300 farmers across rural India. The study 

found that higher diesel prices, due to increased taxation, negatively 

impacted agricultural productivity, particularly in transportation-dependent 

sectors like irrigation and crop transport. 
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7. Desai (2017) analyzed the political economy of petroleum taxation in 

India. The study employed a qualitative methodology, conducting 

interviews with policymakers and industry experts. The sample consisted 

of 50 respondents. Findings showed that political factors, including state 

elections, often influenced the imposition of taxes on petroleum products, 

leading to fluctuating prices. 

8. Srinivasan (2019) explored how the taxation of petroleum products 

affects inflation in India. A quantitative approach was used, with a 

sample of 15 years of data on inflation and fuel prices. The study found a 

direct correlation between increased fuel taxation and inflation, especially 

in food and transportation sectors, which exacerbated poverty in low-

income groups. 

9. Bhatia (2018) focused on the potential benefits and drawbacks of 

bringing petroleum products under GST. A mixed-method approach 

was used, including interviews with economists and statistical analysis of 

tax rates. The sample involved 10 years of tax data. The study revealed 

that GST could lead to a more uniform tax structure but might result in 

short-term price hikes due to the abolition of state taxes. 

10. Yadav (2021) aimed to analyze the role of petroleum taxation in 

environmental policy in India. The research used a content analysis 

method to examine policy documents and environmental reports. The 

sample involved policies from the past decade. The study found that high 

fuel taxes could incentivize the adoption of greener technologies but also 

created challenges for low-income consumers. 

11. Sharma (2016) conducted an empirical study on the economic effects of 

fuel taxation on the Indian automotive industry. The research employed 

econometric methods, using data from the automotive industry for the 

years 2010 to 2015. The sample involved sales data and tax reports. The 

findings indicated that increasing taxes on petrol and diesel resulted in a 

decline in automobile sales, particularly in the mid-range segment. 

12. Patel & Mehta (2022) analyzed the effect of state-level variations in 

VAT on fuel prices and economic inequality. The research used a 

comparative case study method with data from 10 Indian states. The 

sample included fuel price data and income inequality indices. The study 

found that higher state taxes contributed to increased economic inequality, 

with low-income states suffering more from rising fuel costs. 

13. Vasudevan (2020) aimed to understand the public perception of 

petroleum tax reforms. A survey-based methodology was used, with a 

sample of 1,000 respondents across urban and rural areas. The study 
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found that while urban populations were more accepting of petroleum tax 

hikes, rural populations showed strong opposition, particularly due to the 

impact on agricultural costs. 

14. Gupta (2019) investigated the impact of fuel price hikes on India's 

tourism industry. The research employed a mixed-method approach, 

with data from 50 tourism operators and a survey of 300 tourists. The 

findings showed that fuel price increases due to taxation negatively 

impacted tourism by raising transportation costs, leading to a decline in 

domestic and international travel. 

15. Sundaram (2021) focused on the relationship between fuel taxation 

and income distribution in India. A regression analysis was conducted 

using income and tax data from 2010 to 2020. The sample included 

various income groups. The study revealed that increased fuel taxes 

disproportionately affected lower-income groups, exacerbating income 

inequality. 

16. Iyer (2017) analyzed the fiscal implications of fuel tax increases on 

Indian government revenue. The study used a secondary data approach, 

analyzing government revenue and expenditure reports. The sample 

consisted of 10 years of fiscal data. The findings indicated that while fuel 

taxes contributed significantly to government revenue, they also created 

economic distortions, particularly in rural areas. 

17. Reddy (2018) aimed to explore the effects of fuel taxation on India’s 

manufacturing sector. The study employed a quantitative approach with 

a sample of 200 manufacturing firms across the country. The findings 

revealed that higher fuel taxes led to an increase in production costs, 

which were often passed onto consumers, impacting the competitiveness 

of Indian products in global markets. 

18. Shukla (2020) studied the effects of excise duties on diesel and petrol 

prices on the logistics and supply chain sector in India. The research used 

survey data from logistics companies, with a sample of 150 companies. 

The study found that fuel tax hikes led to increased logistics costs, making 

it more difficult for Indian businesses to maintain price competitiveness in 

the global market. 

19. Ranganathan (2021) aimed to evaluate the effectiveness of fuel tax 

policies in promoting sustainable development. A case study 

methodology was employed, with data from various state-level fuel tax 

policies. The sample involved case studies from 5 states. The study 

concluded that while fuel taxes were effective in generating revenue for 

sustainability programs, they often lacked targeted measures to alleviate 
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their economic burden on vulnerable populations. 

20. Gupta & Agarwal (2019) explored the impact of fuel taxation on 

consumer welfare and government revenue. A model-based analysis was 

conducted, with data from 2005 to 2018. The sample included both urban 

and rural income data. The study found that while higher taxes generated 

additional government revenue, they disproportionately burdened low-

income households and negatively affected consumer welfare. 

 

Research Methodology 

 The type of research followed here is empirical research. A total of 233 

samples I have collected through convenience sampling methods. The Sampling 

frame taken here is in and around Chennai, Tamil Nadu and Through online 

communications. The independent variables are age, gender, educational 

qualification, occupation, locality and the dependent variables are related to the 

taxation on petroleum and diesel in India. The statistical tool used here is 

graphical representation. 

 

Analysis: 

Figure 1 

Legend: Figure 1 shows the age of the respondents. 
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Figure 2 

 

Legend: Figure 2 shows the gender of the respondents 

Figure 3 

Legend: Figure 3 shows the educational qualification of the respondents 

 

Figure 4 

Legend: Figure 4 shows the occupation of the respondents. 
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Figure 5 

Legend: Figure 5 shows the locality of the respondents. 

 

Figure 6 

 

Legend: Figure 6 shows the age of the respondents and their view on 

current fuel tax structure. 

Figure 7 

Legend: Figure 7 shows the gender of the respondents and their opinion on 

the main reason for high fuel tax in India. 
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Figure 8 

Legend: Figure 8 shows the age of the respondents and their agreeability 

towards the fuel taxation in India. 

Figure 9 

Legend: Figure 9 shows the locality of the respondents and their opinion on the 

impact of fuel taxes on lower-income households. 

 

Figure 10 

Legend: Figure 10 shows the occupation of the respondents and their 

agreeability towards the fuel taxation in India. 
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Figure 11 

 

Legend: Figure 11 shows the locality of the respondents their opinion on the 

main reason for high fuel tax in India. 

 

Table 1 

Ha: There is a significant relation between the age of the respondents and the 

effectiveness of current fuel taxation policy in managing fluctuation. 

Ho: There is no significant relation between the age of the respondents and the 

effectiveness of current fuel taxation policy in managing fluctuation. 
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Legend: Since p value is less than 0.05, Null hypothesis is rejected and 

alternative hypothesis is accepted 

 

Results 

 It is revealed that 40.34% of the respondents are from the age group 36 to 

45 years, 39.48% of the respondents are from the age group 26 to 35 years , 

10.30% of the respondents are from the age group below 16 years and the 

remaining 9.87% of the respondents are from the age group 16 to 25 years (Figure 

1). It is revealed that 60.09% of the respondents are female, 29.61% of the 

respondents prefer not to say their gender and the remaining 10.30% of the 

respondents are male (Figure 2). It is revealed that 49.79% of the respondents are 

post graduates, 20.17% of the respondents are from the higher secondary school, 

19.74% of the respondents are undergraduates and the remaining 10.30% of the 

respondents Are from high school (Figure 3). It is revealed that 39.91% of the 

respondents are from the private sector, 30.04% of the respondents are from the 

government sector, 19.74% of the respondents are unemployed and the remaining 

10.30% of the respondents Are Students (Figure 4). It is revealed that 50.21% of 

the respondents are from the urban areas, 29.61% of the respondents are from the 

semi urban areas and the remaining 20.17% of the respondents are from the rural 

areas (Figure 5). It is revealed that the maximum percentage(30.47%) of the 

respondents from the age group 36 to 45 years have agreed that the current fuel tax 

structure is transparent to the general public (Figure 6). It is revealed that the 

maximum percentage (30.04%) of the female respondents have chosen inefficient 

pricing policies as the main reason for high fuel taxes in India (Figure 7). It is 

revealed that the maximum percentage (29.61%) of the respondents from the age 

group 26 to 35 years have agreed that fuel taxation in India is too high compared 

to global standards (Figure 8). It is revealed that the maximum percentage 

(20.17%) of the respondents from urban areas have neither agree nor disagree with 

the statement “fuel taxation disproportionately affects the lower income 

households (Figure 9). It is revealed that the maximum percentage (20.17%) of the 

respondents from the government sector have disagreed with the statement that 

“fuel taxation in India is too high compared to global standards”(Figure 10).It is 

revealed that the maximum percentage (30.04%) of the respondents from the 

urban areas have chosen inefficient pricing policies as the main reason for high fuel 

taxes in India (Figure 11).Table 1 shows the relationship between the age of the 

respondents and the effectiveness of current fuel taxation policy in managing 

fluctuation. The value of Pearson chi-square is 0.000 (Table 1). 
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Discussion 

 It is revealed that the maximum percentage (30.47%) of the respondents 

from the age group 36 to 45 years have agreed that the current fuel tax structure is 

transparent to the general public this is because many individuals feel that 

information related to fuel taxation, including components such as excise duty, 

VAT, and dealer commissions, is now more accessible through public sources like 

government websites, news outlets, and fuel station receipts. Increased digital 

transparency and media coverage have made it easier for the general public to 

understand how fuel prices are structured (Figure 6). It is revealed that the 

maximum percentage (30.04%) of the female respondents have chosen inefficient 

pricing policies as the main reason for high fuel taxes in India This is because many 

respondents perceive that fuel pricing policies in India are not optimized to reflect 

market realities, such as fluctuations in crude oil prices or domestic supply and 

demand. Inefficiencies in policy formulation and implementation, such as delayed 

adjustments to global price changes or lack of price deregulation, contribute to 

high fuel taxes(Figure 7). It is revealed that the maximum percentage (29.61%) of 

the respondents from the age group 26 to 35 years have agreed that fuel taxation 

in India is too high compared to global standards This is because respondents 

likely compare fuel taxation in India to global standards where many countries 

have lower tax rates on fuel, which directly impacts the final price consumers pay 

at the pump. In contrast, India’s fuel taxes, which include excise duty and VAT, 

significantly raise the price of fuel, making it seem disproportionately high(Figure 

8). It is revealed that the maximum percentage (20.17%) of the respondents from 

urban areas have neither agree nor disagree with the statement “fuel taxation 

disproportionately affects the lower income households This is because 

respondents may feel uncertain or neutral about the impact of fuel taxation on 

lower-income households, as the effects can vary depending on individual 

circumstances. Some might believe that fuel taxes affect all income groups equally, 

while others may be unsure about the extent to which fuel prices directly influence 

the financial wellbeing of lower-income households.(Figure 9). It is revealed that 

the maximum percentage (20.17%) of the respondents from the government 

sector have disagreed with the statement that “fuel taxation in India is too high 

compared to global standards “This is because respondents from the government 

sector may have a more nuanced understanding of fuel taxation, recognizing that it 

plays a crucial role in funding public services and infrastructure projects. They 

might view the higher fuel taxes as necessary for economic growth, revenue 

generation, and long-term sustainability (Figure 10). It is revealed that the 

maximum percentage (30.04%) of the respondents from the urban areas have 

chosen inefficient pricing policies as the main reason for high fuel taxes in India 
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This is because respondents from urban areas, who are likely more attuned to the 

economic factors influencing fuel prices, may perceive that the inefficiencies in 

pricing policies contribute significantly to high fuel taxes (Figure 11). The value 

of Pearson Chi-square is 0.000… which is less than 0.05. Hence, Alternate 

Hypothesis is accepted which says that there is a significant relationship between 

the age of the respondents and the effectiveness of current fuel taxation policy in 

managing fluctuation (Table 1) 

 

Limitations 

 One of the major limitations of the study is lack of quality assurance i.e., 

veracity is less. There is a major constraint in the sample frame as it is limited to a 

small area. Thus, it proves to be difficult to extrapolate it to a larger population. 

The sample size of 233 cannot be used to assume the thinking of the entire 

population in a country. Lack of responses and the ethics of privacy and budget 

also plays an important role. 

 

Suggestions: 

 Based on the findings of this research, several suggestions can be made to 

improve the current fuel taxation system in India. First, there is a need for greater 

transparency in the breakdown of fuel prices, including clear public disclosure of 

the various tax components levied by both central and state governments. This can 

enhance public trust and understanding of how fuel taxes are utilized. Second, 

policy reforms should aim to streamline and possibly integrate fuel taxes under the 

Goods and Services Tax (GST) framework to reduce regional disparities and 

improve pricing consistency. Third, a more dynamic pricing mechanism that 

reflects global crude oil fluctuations in a timely and efficient manner can help 

alleviate the public perception of inefficient pricing policies. Additionally, the 

government should consider introducing targeted subsidies or tax relief measures 

for lower-income households, who are disproportionately affected by high fuel 

prices. Environmental goals can also be supported by reallocating a portion of fuel 

tax revenue toward promoting clean energy alternatives and sustainable 

transportation infrastructure. Lastly, regular public consultations and stakeholder 

engagement can ensure that taxation policies are both equitable and aligned with 

the broader socio-economic and environmental priorities of the country. 
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II. CONCLUSION 

 In conclusion, the taxation of petroleum and diesel in India remains a 

complex and multifaceted issue, deeply intertwined with fiscal policy, economic 

stability, and social equity. The primary objective of this study was to analyze 

public perception, understand the reasons behind high fuel taxes, and assess the 

socio-economic impact of the existing tax framework. Through empirical research 

involving 233 respondents from Chennai and online sources, the study found that 

while a significant number of individuals view the current fuel tax structure as 

transparent, concerns persist regarding inefficient pricing policies and the high tax 

burden compared to global standards. Respondents also expressed varied opinions 

on the fairness of fuel taxation’s impact on different income groups. Based on 

these insights, the study suggests enhancing transparency, considering the 

inclusion of fuel under the GST for pricing uniformity, implementing targeted 

subsidies for vulnerable populations, and promoting cleaner energy alternatives 

using fuel tax revenues. Looking ahead, further research can expand on this study 

by including a larger, more diverse population sample across different states and 

exploring the long-term economic and environmental effects of fuel taxation. 

Overall, this research highlights the urgent need for a balanced, transparent, and 

inclusive approach to fuel taxation that supports both fiscal objectives and the 

welfare of the general public 
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Abstract 

The Goods and Services Tax (GST), introduced in India in July 2017, 

represents one of the most significant reforms in the country's indirect taxation 

system. The reform aimed to simplify the tax structure, eliminate cascading taxes, 

and create a unified national market. Start-ups play a crucial role in economic 

development by promoting innovation, employment generation, and 

entrepreneurship. However, the regulatory and taxation environment significantly 

influences their growth and sustainability. This study examines the impact of GST 

on the start-up ecosystem in Tirupur District, Tamil Nadu. The research adopts an 

empirical approach using primary data collected from start-up entrepreneurs 

through a structured questionnaire. The findings indicate that GST has simplified 

taxation procedures and improved transparency in business transactions. At the 

same time, start-ups face certain challenges related to compliance requirements and 

digital return filing. The study concludes that GST has contributed positively to the 

start-up ecosystem, though policy support and awareness programs are necessary to 

reduce compliance burdens for emerging enterprises. 

Keywords: GST, Start-ups, Entrepreneurship, Tax Reform, Input Tax Credit, 

Tirupur District 
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I. INTRODUCTION 

Start-ups have become an essential component of modern economic 

development. They contribute significantly to innovation, employment generation, 

and technological advancement. In recent years, India has emerged as one of the 

largest start-up ecosystems in the world, supported by initiatives such as Start-up 

India, Digital India, and various funding programs. The success and sustainability of 

start-ups depend not only on entrepreneurial skills and market opportunities but also 

on the regulatory and taxation environment in which they operate. A complex tax 

system can create barriers for new businesses, whereas a simplified and transparent 

taxation structure can encourage entrepreneurial activity. 

Before the introduction of the Goods and Services Tax (GST), India's 

indirect taxation system consisted of several taxes such as excise duty, service tax, 

value added tax (VAT), entry tax, and octroi. These taxes were imposed by both 

central and state governments, resulting in overlapping regulations and complex 

compliance procedures. For start-ups, which often operate with limited resources, 

this fragmented system created significant challenges. To address these issues, the 

Government of India introduced GST in July 2017. GST is a comprehensive, 

destination-based tax levied on the supply of goods and services. It aims to eliminate 

the cascading effect of taxes and create a unified national market. The 

implementation of GST has brought significant changes in business operations, 

especially for start-ups involved in interstate trade, e-commerce, and digital services. 

Although GST has simplified the tax structure and introduced several 

advantages, it has also created new compliance requirements. Start-ups are required 

to maintain digital records, file periodic returns, and comply with GST regulations. 

Therefore, it is important to examine how GST has influenced the start-up 

ecosystem and whether it has contributed to entrepreneurial growth. 

 

Objectives of the Study 

The study is conducted with the following objectives: 

1. To examine the concept and features of the Goods and Services Tax in 

India. 

2. To analyse the role of GST in shaping the start-up ecosystem. 

3. To identify the benefits and challenges faced by start-ups after GST 

implementation. 

4. To assess the overall impact of GST on the growth and sustainability of 

start-ups. 
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Statement of the Problem 

Start-ups play a vital role in promoting innovation, employment generation, 

and economic growth. However, their growth depends heavily on the regulatory and 

taxation framework in which they operate. The introduction of GST aimed to 

simplify India's indirect tax system and promote ease of doing business. While GST 

provides benefits such as input tax credit and market integration, it also introduces 

compliance requirements and administrative procedures. Small and emerging start-

ups may find it difficult to adapt to these regulatory changes. Therefore, it becomes 

necessary to analyse whether GST has facilitated or hindered the development of 

the start-up ecosystem in India. 

 

Significance of the Study 

The present study is important because it helps understand how tax reforms 

like GST affect the growth of start-ups. It explains the challenges faced by start-up 

entrepreneurs in following GST rules and compliance procedures. The findings of 

the study may help policymakers develop better policies to support start-ups. It also 

contributes to academic research related to taxation and entrepreneurship. In 

addition, the study provides useful information for entrepreneurs, researchers, and 

policymakers who are interested in the development of the start-up ecosystem. 

 

Review of Literature 

The review of literature focuses on earlier research related to the impact of 

GST on start-ups, small businesses, and entrepreneurial development. The studies 

reviewed provide insights into the advantages and challenges of GST, such as tax 

simplification, input tax credit benefits, compliance requirements, and its influence 

on business growth. Sharma and Singh (2023) examined the impact of GST on 

small enterprises and start-ups in India. The study found that GST simplified the 

taxation system by replacing multiple indirect taxes and improving transparency. 

However, small enterprises initially faced challenges in adapting to digital tax filing 

procedures. Kumar (2022) analysed the role of GST in improving the ease of doing 

business in India. The study revealed that GST created a unified national market by 

eliminating interstate tax barriers, thereby benefiting start-ups engaged in interstate 

trade. Patel and Mehta (2021) studied the influence of GST on entrepreneurial 

development. Their findings indicated that GST improved logistics efficiency and 

reduced transportation costs, enabling start-ups to expand their market reach. Rao 

(2020) investigated compliance challenges faced by small businesses under GST. 

The study highlighted that multiple return filing requirements increased 

administrative responsibilities for start-ups. Gupta (2019) examined the impact of 

GST on digital businesses and start-ups. The study found that GST promotes 
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transparency in financial transactions and encourages start-ups to maintain proper 

accounting records. 

 

Conceptual Framework 

 
 

Research Methodology 

The present study adopts a descriptive research design to examine the 

impact of the Goods and Services Tax (GST) on the start-up ecosystem in Tirupur 

District, Tamil Nadu. Both primary and secondary data were used for the study. 

Primary data were collected from start-up entrepreneurs through a structured 

questionnaire, which included questions related to GST awareness, benefits, 

challenges, and its overall impact on business operations. Secondary data were 

obtained from research journals, books, government reports, websites, and 

published articles related to GST and entrepreneurship. The study area is limited to 

Tirupur District, which is known for its growing entrepreneurial and textile-based 

start-up environment. A sample of 50 start-up entrepreneurs was selected using the 

convenience sampling method. The collected data were analysed using percentage 

analysis, tables, charts to understand the relationship between GST awareness and 

perceived benefits among start-ups. This methodology helps in systematically 

analysing the impact of GST on the functioning and growth of start-ups in the 

selected study area. 

 

Data Analysis and Interpretation 

The data collected from the respondents were analysed and presented using 

tables and percentage analysis. The results are interpreted to understand the impact 

of GST on the start-up ecosystem in Tirupur District. 
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Table 1 

Awareness of GST among Start-ups 

Awareness Level Respondents Percentage 

Highly aware 20 40 

Moderately aware 18 36 

Slightly aware 8 16 

Not aware 4 8 

Total 50 100 

The table shows the level of awareness of GST among start-up 

entrepreneurs. Most of the respondents (40 per cent) are highly aware of GST, while 

36 per cent have moderate awareness. Only a small number of respondents have low 

or no awareness of GST. This indicates that the majority of start-ups are aware of 

GST. 

Table 2 

Benefits of GST for Start-ups 

Benefit Respondents Percentage 

Simplified taxation 15 30 

Input tax credit 12 24 

Market expansion 13 26 

Transparency 10 20 

The above table shows the benefits of GST for start-ups. Most of the 

respondents (30 per cent) say that simplified taxation is the main benefit. About 26 

per cent feel that GST helps in market expansion, while 24 per cent say input tax 

credit is a benefit. The remaining 20 per cent believe that GST improves 

transparency in business. 

 

Table 3 

Challenges faced by Start-ups 

Challenge Respondents Percentage 

Compliance burden 18 36 

Complex return filing 12 24 

Technical issues 10 20 

Lack of knowledge 10 20 
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Most of the respondents (36 per cent) say that compliance burden is the 

main challenge. About 24 per cent say return filing is complex. Around 20 per cent 

face technical issues and another 20 per cent say lack of knowledge is a problem. 

 
 

Findings of the Study 

⮚ The study found that most of the start-up entrepreneurs in Tirupur District 

have a good level of awareness about the Goods and Services Tax (GST). 

⮚ Simplified taxation is considered the most important benefit of GST by the 

majority of the respondents. 

⮚ GST has helped start-ups expand their market by enabling easier interstate 

trade and reducing tax barriers. 

⮚ The availability of input tax credit under GST helps start-ups reduce their 

tax burden and operational costs. 

⮚ Transparency in business transactions has improved after the 

implementation of GST. 

⮚ The study also reveals that compliance burden is one of the major challenges 

faced by start-ups under GST. 

⮚ Complex return filing procedures and technical issues in the GST system 

create difficulties for some entrepreneurs. 

⮚ Lack of adequate knowledge about GST regulations also affects some start-

ups in managing tax compliance. 

 

II. CONCLUSION 

The study examines the impact of GST on the start-up ecosystem in Tirupur 

District. The findings show that most start-up entrepreneurs are aware of GST and 

its benefits. GST has simplified the taxation system and helped start-ups expand 

their market. However, some challenges such as compliance burden and complex 

return filing are still faced by entrepreneurs. Overall, GST has a positive impact on 

the growth and functioning of start-ups. 
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Abstract 

The introduction of the Goods and Services Tax (GST) in India on July 1, 

2017 represents a major reform in the country’s indirect tax structure. GST 

replaced multiple indirect taxes with a unified tax system aimed at improving 

transparency, simplifying tax administration, and promoting economic efficiency. 

While the reform has significantly influenced the formal sector, its impact on the 

informal sector has generated considerable discussion among researchers and 

policymakers. The informal sector provides employment opportunities to a large 

portion of the Indian workforce, particularly for low-income and semi-skilled 

workers. This paper examines the relationship between GST implementation and 

employment generation in the informal sector. The study is based on secondary 

data collected from research publications, policy reports, and academic literature. 

The findings indicate that although GST initially created compliance challenges for 

small enterprises, it has gradually encouraged formalization, digital adoption, and 

integration into organized supply chains. These changes have the potential to 

create sustainable employment opportunities in the long run. The study concludes 

that appropriate policy support and simplified compliance procedures are necessary 

to ensure that GST contributes positively to employment growth in the informal 

economy. 

Keywords: GST, Informal Sector, Employment Generation, MSMEs, Tax 

Reform, Economic Development 
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I. INTRODUCTION 

The informal sector plays a significant role in the Indian economy by 

providing livelihood opportunities to millions of individuals. It includes small 

traders, street vendors, home-based workers, artisans, and micro enterprises that 

operate outside formal regulatory frameworks. Due to low entry barriers and 

flexible working conditions, the informal sector absorbs a large number of workers 

who may not have access to formal employment opportunities. 

The implementation of the Goods and Services Tax (GST) brought a 

major transformation to India’s indirect taxation system. Before GST, businesses 

were subject to various taxes such as excise duty, service tax, value added tax 

(VAT), and several state-level levies. The existence of multiple taxes created 

complexity and inefficiencies in the taxation system. GST was introduced to create 

a unified national market, eliminate cascading taxes, and improve transparency in 

tax administration. 

However, the transition to a digital and compliance-based taxation system 

posed several challenges for small businesses and informal enterprises. Many of 

these enterprises lacked proper accounting systems, technological resources, and 

professional guidance needed for GST compliance. As a result, some enterprises 

experienced difficulties during the early stages of GST implementation. 

Despite these challenges, GST also offers opportunities for the informal 

sector. Registration under GST allows businesses to access larger markets, 

participate in formal supply chains, and claim input tax credits. Over time, these 

benefits may enhance productivity and contribute to employment generation. 

 

Review of Literature 

 Several researchers have studied the impact of GST on small enterprises 

and the informal sector. 

 Anand (2022) analyzed the effects of GST on informal enterprises and 

observed that the reform improved transparency and tax compliance. The study 

also noted that the transition period increased compliance costs for small 

businesses. 

 Singh and Singh (2023) examined the compliance challenges faced by 

micro and small enterprises under GST. Their findings suggested that many firms 

experienced difficulties in adapting to digital filing systems and maintaining tax 

records. However, gradual adaptation and government awareness programs helped 

businesses adjust to the new system. 

 Another study focusing on micro, small, and medium enterprises 

(MSMEs) found that GST has encouraged the adoption of digital accounting 
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systems and improved financial transparency. These developments can strengthen 

business operations and facilitate access to institutional credit. 

 Overall, existing literature suggests that GST has created structural 

changes in the informal sector. While the reform created short-term disruptions, it 

may lead to long-term improvements in efficiency, formalization, and employment 

generation. 

 

Statement of the Problem 

The informal sector remains the largest source of employment in India. 

However, it operates with limited regulation, lower productivity, and minimal 

social protection for workers. The introduction of GST aimed to improve 

transparency and encourage formalization of economic activities. At the same time, 

the new tax system introduced compliance requirements that may be difficult for 

small and unorganized enterprises to manage. 

Many businesses faced challenges such as maintaining digital records, filing 

periodic tax returns, and understanding the technical aspects of GST procedures. 

These difficulties raised concerns regarding the survival of small enterprises and 

the potential loss of employment opportunities. 

At the same time, GST has encouraged businesses to register and integrate 

with formal supply chains in order to remain competitive. Therefore, it becomes 

important to examine whether GST has reduced employment opportunities in the 

informal sector or contributed to employment growth through formalization and 

economic integration. 

 

Objectives of the Study 

The main objectives of the study are: 

1. To examine the impact of GST on the informal sector in India. 

2. To analyze the relationship between GST implementation and 

employment generation. 

3. To identify the challenges faced by small enterprises under the GST 

system. 

4. To evaluate opportunities created by GST for formalization and business 

growth. 

 

Research Methodology 

The present study is based on secondary data collected from academic 

journals, government reports, policy documents, and research publications. The 

study adopts a descriptive and analytical research approach. 
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Secondary data sources include research articles related to GST, reports 

published by government agencies, and studies on MSMEs and the informal 

sector. These sources provide information regarding employment trends, structural 

changes in small enterprises, and the economic impact of GST. 

The collected information has been analyzed to understand both the 

positive and negative effects of GST on employment generation in the informal 

sector. 

 

Impact of GST on Employment in the Informal Sector 

Positive Effects 

1. Formalization of Businesses 

GST encourages businesses to register in order to claim input tax credits and 

participate in organized supply chains. This process gradually brings informal 

enterprises into the formal economy. 

2. Improved Transparency 

The GST system improves transparency in taxation and reduces tax evasion. This 

creates a more organized business environment. 

3. Market Expansion 

Registered businesses can trade across states without facing multiple tax barriers, 

which increases market opportunities. 

4. Digitalization 

GST promotes digital accounting, online filing, and electronic transactions, 

improving efficiency in business operations. 

 

Challenges Faced by Informal Sector 

1. Compliance Burden 

Many small enterprises lack knowledge about GST procedures and face difficulties 

in filing returns. 

2. Increased Operational Costs 

Businesses may need professional assistance from accountants or tax consultants, 

which increases operating expenses. 

3. Temporary Employment Disruptions 

During the transition phase, some small enterprises reduced their activities or 

closed operations temporarily. 
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II. CONCLUSION 

The Goods and Services Tax represents one of the most significant 

economic reforms in India’s taxation system. Although the reform initially created 

difficulties for small and informal enterprises, it has also encouraged transparency, 

digital adoption, and business formalization. 

In the long term, the gradual integration of informal enterprises into the 

formal economy may improve productivity, expand market access, and generate 

sustainable employment opportunities. However, achieving these benefits requires 

supportive policies, simplified compliance procedures, and awareness programs for 

small businesses. 

With proper policy support, GST has the potential to contribute 

significantly to employment generation and inclusive economic development in 

India. 
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Abstract 

The Goods and Services Tax (GST) is considered one of the most 

important tax reforms introduced in India after independence. The primary 

objective of GST is to simplify the indirect taxation system by integrating various 

central and state taxes into a unified tax structure. By replacing multiple indirect 

taxes with a single tax system, GST aims to improve transparency, reduce tax 

cascading, and create a common national market. 

The implementation of GST has significantly influenced different sectors 

of the Indian economy, particularly Small-Scale Industries (SSIs). These industries 

play an important role in industrial development, employment generation, and 

export promotion. However, the introduction of GST has created both 

opportunities and challenges for these enterprises. 

This study examines the impact of GST on small scale industries in India. 

It focuses on the benefits such as simplified tax procedures, improved logistics, 

and better transparency, while also analysing the challenges such as compliance 

requirements, technological dependency, and increased operational costs. The 

findings suggest that although GST has improved the taxation structure, small 

businesses require time and institutional support to fully adapt to the new system. 

Keywords: GST, Small Scale Industries, Tax Reform, Economic Development, 

Employment Generation, Indian Economy. 
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I. INTRODUCTION 

Taxation is an essential instrument used by governments to generate 

revenue and regulate economic activities. Prior to the implementation of the 

Goods and Services Tax (GST), India followed a complicated indirect taxation 

system consisting of multiple taxes such as excise duty, service tax, value added tax 

(VAT), entry tax, and luxury tax. These taxes were imposed separately by central 

and state governments, creating confusion and administrative difficulties for 

businesses. 

To overcome these issues, the Government of India introduced GST on 1 

July 2017. GST replaced the earlier indirect tax framework and established a 

unified tax system throughout the country. It is a destination-based tax, which 

means that tax is collected at the place where goods and services are consumed 

rather than where they are produced. 

India follows a dual GST structure, which includes Central GST (CGST) 

and State GST (SGST). For interstate transactions, Integrated GST (IGST) is 

applied. The introduction of GST has simplified tax administration, improved 

transparency, and encouraged the growth of formal economic activities. 

Small scale industries form a vital part of the Indian economy. They 

contribute significantly to employment creation, industrial production, and regional 

development. However, the transition to the GST regime required these 

enterprises to adopt new compliance procedures, digital systems, and accounting 

practices. Therefore, it is important to analyze the impact of GST on small scale 

industries. 

 

Literature Review 

Several researchers have studied the influence of GST on the Indian 

economy and business environment. 

Dani (2016) analyzed the potential effects of GST on the Indian economy 

and emphasized that the reform aims to rationalize the indirect taxation structure. 

The study suggested that GST simplifies tax administration but requires effective 

implementation. 

Jacob (2017) examined the impact of GST on micro, small, and medium 

enterprises (MSMEs). The research identified advantages such as simplified 

taxation and easier business expansion, while also highlighting challenges related to 

compliance and technological adaptation. 

Shakdwipee (2017) conducted a survey on the awareness level of GST 

among small business owners. The study revealed that many entrepreneurs were 

concerned about digital compliance and software requirements. 
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Verma and Khandelwal (2018) concluded that although GST improved 

operational efficiency in the long term, many small enterprises experienced initial 

difficulties in adapting to the new taxation system. 

Overall, the literature indicates that GST has modernized the taxation 

framework but has also created adjustment challenges for small enterprises. 

 

Statement of the Problem 

Small scale industries contribute significantly to the economic 

development of India. They generate employment opportunities, promote 

entrepreneurship, and contribute to exports and industrial output. 

Despite their importance, these enterprises often face limitations such as 

financial constraints, technological barriers, and administrative challenges. 

The introduction of GST has brought significant changes to the taxation 

system, which directly affects the operations of small-scale industries. Although the 

reform aims to simplify taxation, it also introduces new compliance requirements 

and digital procedures. 

Therefore, it is necessary to evaluate how GST has influenced the 

functioning and performance of small-scale industries in India. 

 

Objectives of the Study 

➢ To examine the role of small-scale industries in the Indian economy. 

➢ To analyze the positive impact of GST on small scale industries. 

➢ To identify the challenges faced by small enterprises under the GST 

system. 

➢ To suggest measures for improving GST implementation for small 

businesses. 

 

Role of Small-Scale Industries in the Indian Economy 

Employment Generation 

➢ Small scale industries are labour-intensive in nature and create 

employment opportunities for a large number of people. They help reduce 

unemployment and improve living standards. 

Utilization of Local Resources 

➢ These industries make effective use of locally available raw materials and 

human resources, thereby contributing to economic development. 

Balanced Regional Development 

➢ Small enterprises are located in rural and semi-urban areas, which helps 

reduce regional disparities and promotes balanced industrial growth. 
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Export Promotion 

➢ Many small industries manufacture goods that are exported to 

international markets, thereby increasing foreign exchange earnings. 

Encouragement of Entrepreneurship. 

➢ Small industries provide opportunities for individuals to start their own 

businesses and develop entrepreneurial skills. 

 

Positive Impact of GST on Small Scale Industries. 

a. GST has simplified the tax system by replacing multiple indirect taxes with 

a single unified tax structure. This has reduced administrative complexity 

for businesses. 

b. The implementation of GST has also improved logistics and 

transportation because interstate tax barriers have been minimized. As a 

result, goods can move more freely across states. 

c. Another important advantage is the availability of input tax credit, which 

allows businesses to claim credit for taxes paid on purchases. This reduces 

the overall tax burden. 

d. GST has also increased transparency because transactions are recorded 

digitally, which reduces tax evasion and promotes accountability. 

e. Overall, GST has encouraged many small enterprises to become part of 

the formal economy. 

 

Challenges Faced by Small Scale Industries. 

Despite its benefits, GST has created several challenges for small 

enterprises. 

1. One of the major issues is the requirement for frequent tax return filing 

and compliance procedures. 

2. The GST system is largely technology-based, requiring businesses to 

maintain digital records and submit returns online. Many small 

entrepreneurs initially lacked the necessary technical knowledge. 

3. Compliance costs have also increased because businesses often need 

professional assistance from accountants and tax consultants. 

4. Another challenge is related to working capital management, as businesses 

must pay taxes at various stages of the supply chain before receiving input 

tax credit. 
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Suggestions 

1. The government should organize training programs, workshops, and 

awareness campaigns to educate small entrepreneurs about GST rules and 

procedures. 

2. Efforts should be made to simplify the tax filing process and reduce 

compliance requirements for small businesses. 

3. Financial support and technical assistance should be provided to help 

small enterprises adopt digital accounting systems. 

4. The GST registration threshold limit may also be reviewed periodically to 

reduce unnecessary compliance burdens. 

 

II. CONCLUSION 

 The introduction of GST represents a major transformation in India's 

taxation system. The reform has simplified tax procedures, increased transparency, 

and created a unified national market. 

 Small scale industries play a crucial role in economic development by 

generating employment and promoting industrial growth. The implementation of 

GST has influenced these industries in various ways. 

 Although GST has simplified the taxation system and improved logistics, 

small enterprises still face challenges related to compliance and technological 

adaptation. 

 With proper support, training, and policy adjustments, GST can provide 

long-term benefits for small businesses and contribute to the overall development 

of the Indian economy. 
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Abstract 

The Goods and Services Tax (GST), introduced in 2017, represents one of 

the most significant fiscal reforms in India’s economic history. Designed to unify the 

indirect tax system, GST has played a crucial role in enhancing transparency, 

improving tax compliance, and promoting economic integration. This paper 

examines the impact of GST on the Indian economy and evaluates its role in 

achieving the national objective of Viksit Bharat (Developed India). Using secondary 

data from government reports, GST collections, and policy documents, the study 

analyses GST’s contribution to revenue mobilisation, formalisation of the economy, 

ease of doing business, and economic growth. The findings indicate that GST has 

strengthened fiscal capacity, reduced tax evasion, and facilitated digital 

transformation. However, challenges such as compliance complexity and rate 

structure issues remain. The study concludes that GST, with continuous reforms and 

simplification, can act as a key driver in India’s journey towards becoming a 

developed economy. 

Keywords: GST, Viksit Bharat, Economic Growth, Tax Reform, India, Fiscal Policy 

 

I. INTRODUCTION 

India’s aspiration to become a Viksit Bharat (Developed Nation) by 2047 

requires sustained economic growth, structural transformation, and efficient 

governance. Tax reforms are central to this vision, as they influence resource 

mobilisation, investment, and business activity. 

The introduction of GST marked a major shift from a fragmented indirect 

tax system to a unified national tax structure. By replacing multiple taxes such as 

VAT, excise duty, and service tax, GST aimed to simplify taxation and improve 

efficiency. 

GST is not merely a tax reform; it is an economic reform that influences 

production, consumption, and distribution. Its role in promoting formalisation, 

enhancing transparency, and strengthening fiscal capacity makes it critical to India’s 

development trajectory. 
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Objectives of the Study 

 To analyse the impact of GST on India’s economic performance 

 To evaluate GST’s role in achieving Viksit Bharat goals 

 To examine GST trends using secondary data 

 To identify challenges and policy improvements 

 

Research Methodology 

This study is primarily based on secondary data collected from a range 

of reliable and authoritative sources to ensure accuracy and consistency in analysis. 

The data has been drawn from official publications of the Ministry of Finance and 

GST Council, which provide comprehensive insights into policy formulation, 

implementation, and GST performance. In addition, reports from the Reserve Bank 

of India (RBI) and the Economic Survey of India have been utilised to understand 

broader macroeconomic trends and their linkage with GST. The study also 

incorporates GST revenue collection data for the period 2017–2024, which 

enables a detailed examination of post-GST trends in tax mobilisation and economic 

activity. 

Methodologically, the research adopts a descriptive and analytical 

approach. The descriptive component focuses on explaining the structure, features, 

and evolution of the GST system, while the analytical component evaluates its 

impact on key economic indicators. A trend analysis technique is employed to 

assess changes in GST revenue over time and to identify patterns in tax compliance 

and economic performance. By combining policy analysis with data-driven insights, 

the study seeks to provide a comprehensive understanding of the role of GST in 

shaping India’s economic progress towards the Viksit Bharat vision. 

 

Concept of Viksit Bharat and Role of Tax Policy 

The vision of Viksit Bharat represents India’s long-term aspiration to 

become a fully developed economy by 2047, characterised by sustained economic 

growth, social inclusion, and institutional efficiency. This vision encompasses 

multiple dimensions, including high and stable economic growth, which ensures 

rising income levels and improved standards of living; inclusive development, 

which aims to reduce regional and social inequalities; robust infrastructure, which 

supports industrial expansion and connectivity; and efficient governance, which 

promotes transparency, accountability, and ease of doing business. 

Within this broader developmental framework, tax policy plays a pivotal 

role as a key instrument of economic management and resource mobilisation. A 

well-designed tax system enables the government to generate adequate revenue for 

public expenditure on infrastructure, health, education, and social welfare 
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programmes. At the same time, it influences economic behaviour by encouraging 

investment, promoting entrepreneurship, and improving resource allocation. 

Tax policy also contributes to the formalisation of the economy, bringing more 

businesses into the organised sector, thereby enhancing transparency and 

compliance. 

In this context, the Goods and Services Tax (GST) serves as a critical 

component of India’s tax reform strategy. By creating a unified and transparent 

indirect tax system, GST supports the objectives of Viksit Bharat in several ways. It 

strengthens fiscal capacity through improved revenue collection, facilitates market 

integration by removing interstate trade barriers, and promotes digital 

governance through technology-driven compliance mechanisms. 

Furthermore, GST encourages the formalisation of businesses, thereby expanding 

the tax base and improving the overall efficiency of the economy. 

Thus, GST is not merely a tax reform but a structural economic reform 

that aligns closely with the goals of Viksit Bharat by fostering growth, inclusiveness, 

and institutional strength. 

 

GST Framework in India 

GST is a destination-based tax applied on value addition. It includes: 

 CGST (Central GST) 

 SGST (State GST) 

 IGST (Interstate GST) 

Key features: 

 Input Tax Credit (ITC) 

 Digital compliance system 

 Unified tax structure 

 

GST Revenue Trends in India 

Table 1 

GST Revenue Collection (₹ lakh crore) 

Year GST Revenue 

2018–19 11.77 

2019–20 12.22 

2020–21 11.37 

2021–22 14.76 

2022–23 18.08 

2023–24 20.18 
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Analysis 

 Consistent upward trend in GST revenue: 

The data indicates a sustained increase in GST collections over the years, 

reflecting the gradual stabilisation of the tax system after its initial 

implementation phase. This upward trajectory suggests an expansion of the 

tax base, improved efficiency in tax administration, and greater participation 

of businesses in the formal economy. 

 Strong post-pandemic recovery: 

Following the economic slowdown during the COVID-19 period, GST 

revenues have demonstrated a sharp and resilient recovery. This rebound 

highlights the revival of economic activity across sectors such as 

manufacturing, services, and trade, as well as the effectiveness of policy 

measures aimed at restoring growth. 

 Improved tax compliance and formalisation: 

The rising trend in GST collections also indicates enhanced compliance 

levels among taxpayers. The increased use of digital systems such as e-

invoicing and online return filing has strengthened monitoring and reduced 

tax evasion. This, in turn, reflects a broader process of economic 

formalisation, where more businesses are operating within the organised 

sector and contributing to government revenue. 

 Positive signal of economic expansion: 

Higher GST collections are closely linked with increased consumption and 

production, serving as an important indicator of overall economic 

performance. The steady growth in revenue suggests that GST has 

contributed to strengthening fiscal capacity while supporting India’s 

progress towards sustained economic development. 

 

Impact of GST on the Indian Economy 

Economic Growth 

The introduction of GST has contributed positively to India’s economic 

growth by improving overall efficiency in the tax system. By eliminating cascading 

taxes and reducing distortions in pricing, GST has enabled better allocation of 

resources across sectors. This has enhanced productivity and encouraged industrial 

expansion. The simplified tax structure has also reduced the cost of doing business, 

thereby supporting higher levels of production, consumption, and ultimately 

contributing to GDP growth. 
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Formalisation of the Economy 

GST has played a significant role in promoting the formalisation of the 

Indian economy. By mandating registration and proper record-keeping, it has 

encouraged businesses to move from the informal to the formal sector. This has 

resulted in an expansion of the tax base and improved revenue collection. 

Additionally, formalisation has increased transparency in business transactions, 

strengthened financial reporting, and enhanced the credibility of firms in the eyes of 

financial institutions and investors. 

Ease of Doing Business 

GST has simplified the indirect tax system by replacing multiple taxes with 

a unified structure, thereby improving the ease of doing business in India. The 

removal of interstate barriers, such as entry taxes and check posts, has facilitated 

smoother movement of goods across states. This has reduced logistics costs and 

improved supply chain efficiency. As a result, businesses can operate more 

seamlessly across regions, enhancing competitiveness and scalability. 

Digital Transformation 

One of the key contributions of GST is the acceleration of digital 

transformation in tax administration. The implementation of systems such as e-

invoicing and online tax filing has made compliance more transparent and efficient. 

These digital platforms have improved record-keeping, reduced human intervention, 

and minimised errors and tax evasion. Consequently, GST has strengthened the 

overall digital ecosystem of the Indian economy. 

 

GST and Viksit Bharat Goals 

Fiscal Strength 

GST has significantly enhanced the fiscal capacity of the government by 

improving tax collection and broadening the revenue base. Higher and more stable 

tax revenues enable the government to increase public expenditure on infrastructure, 

healthcare, education, and other development initiatives. This strengthened fiscal 

position is essential for achieving the long-term goals of Viksit Bharat. 

Inclusive Growth 

By promoting formalisation, GST has helped integrate small businesses and 

MSMEs into the organised economy. This inclusion enables them to access financial 

services, credit facilities, and government support schemes. As a result, GST 

contributes to reducing economic disparities and fostering inclusive growth across 

different regions and sectors. 
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Investment Promotion 

A transparent and predictable tax system under GST has improved investor 

confidence. Both domestic and foreign investors are more willing to invest in an 

environment where tax policies are clear and uniform. GST reduces hidden costs 

and uncertainties, thereby creating a more favourable investment climate that 

supports economic expansion. 

National Market Integration 

GST has successfully created a unified national market by eliminating 

interstate trade barriers and harmonising tax rates across states. This integration 

allows businesses to operate efficiently across the country, reduces fragmentation, 

and enhances competition. A unified market is a key requirement for achieving 

higher economic growth and realising the vision of Viksit Bharat. 

 

Challenges of GST 

Despite its many advantages, the GST system faces several challenges that 

affect its effectiveness, particularly for small businesses. One of the major issues is 

the complexity of compliance procedures, which require businesses to file multiple 

returns and maintain detailed records. This process can be time-consuming and 

difficult, especially for those with limited accounting knowledge. In addition, the 

presence of multiple tax rates creates confusion and complicates decision-making 

for businesses and consumers alike. Another significant concern is the delay in 

processing refunds, particularly for exporters, which affects their cash flow and 

working capital. Moreover, MSMEs often experience a higher compliance burden 

due to limited financial and technical resources, making it difficult for them to adapt 

smoothly to the GST system. 

 

Policy Suggestions 

To improve the effectiveness of GST and reduce the burden on businesses, 

especially MSMEs and start-ups, several policy measures can be considered. 

Simplifying the GST rate structure would help reduce confusion and make the 

system more user-friendly. It is also important to improve compliance systems by 

streamlining return filing procedures and reducing unnecessary complexity. 

Enhancing digital support through training programmes and user-friendly platforms 

can help businesses adapt more easily to the online system. Furthermore, 

strengthening GST administration by ensuring timely refunds, clear guidelines, and 

consistent policies will improve trust and efficiency in the system. These measures 

can make GST more inclusive and supportive of economic growth. 
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II. CONCLUSION 

GST has emerged as a transformative reform that significantly contributes 

to India’s economic development. Its role in enhancing transparency, improving 

compliance, and strengthening fiscal capacity makes it a key pillar in achieving the 

Viksit Bharat vision. 

However, to fully realise its potential, continuous reforms are necessary. 

Simplification, stability, and inclusiveness should guide future GST policy. 

With sustained improvements, GST can serve as a powerful instrument in 

India’s journey towards becoming a developed nation. 

 

III. REFERENCES 

1. Ministry of Finance. (2024). GST annual report. Government of India. 

2. Reserve Bank of India. (2023). Annual report. 

3. Economic Survey of India. (2024). Government of India. 

4. OECD. (2021). Tax policy and economic growth. 

5. PwC. (2022). GST in India: Impact analysis. 

6. World Bank. (2020). Doing business report. 



Mayas Publication  248 

 

GST Compliance Challenges for MSMEs and Start-ups in 

India 

 

Dr. MU. Nithyashree 

Guest Lecturer, 

PG Department of  Economics, 

NKR Government Arts College for Women, 

Namakkal – 637 001. 

 

S. Praanesh 

M.Sc., Economics, 

Simbiosis School of  Economics, 

Pune. 

 

Abstract 

The Goods and Services Tax (GST) was introduced in India to create a 

unified indirect tax system and improve the efficiency of tax administration. Despite 

its structural advantages, the GST regime has created several compliance-related 

challenges for Micro, Small and Medium Enterprises (MSMEs) and start-ups. Many 

small businesses face difficulties in managing complex return filing procedures, 

frequent regulatory changes, and digital reporting requirements. Limited accounting 

expertise, lack of technical infrastructure, and higher compliance costs further 

intensify these challenges. For start-ups and small enterprises operating with 

constrained resources, the burden of GST compliance can influence operational 

efficiency and financial stability. This paper examines the key compliance difficulties 

encountered by MSMEs and start-ups under the GST framework and analyses their 

impact on business performance. The study also suggests policy measures and 

institutional support mechanisms aimed at simplifying compliance procedures and 

improving the ease of doing business for small enterprises. 

Keywords: GST Compliance, MSMEs, Start-ups, Tax Administration, Ease of 

Doing Business, Regulatory Challenges 

 

I. INTRODUCTION 

Tax reforms play a central role in shaping the business environment of any 

economy. In India, the introduction of the Goods and Services Tax (GST) in July 

2017 marked a significant shift from a fragmented indirect tax system to a unified 

structure. The reform aimed to eliminate cascading taxes, improve compliance, and 

create a common national market. 
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MSMEs and start-ups form the backbone of the Indian economy. They 

contribute significantly to employment generation, innovation, and inclusive growth. 

According to recent estimates, MSMEs account for nearly 30 per cent of India’s 

GDP and employ over 110 million people. Similarly, the start-up ecosystem has 

expanded rapidly, driven by digitalisation and policy support. 

However, while GST has simplified taxation at a macro level, its 

implementation has created several compliance challenges, particularly for small 

businesses. Unlike large corporations, MSMEs and start-ups often operate with 

limited financial and human resources, making it difficult to adapt to complex 

regulatory requirements. 

This paper examines the compliance challenges under GST and evaluates 

their implications for MSMEs and start-ups. 

 

Review of  Literature 

The literature on GST highlights both its benefits and challenges. Studies 

by Kumar and Rao (2018) indicate that GST has improved tax efficiency and 

reduced cascading effects. Similarly, OECD (2021) emphasises that consumption-

based taxes enhance economic efficiency when properly implemented. 

However, several studies highlight the challenges faced by small businesses. 

Banerjee (2020) finds that GST compliance requirements increase administrative 

burden for MSMEs. PwC (2022) reports that frequent changes in GST rules create 

uncertainty and compliance difficulties. 

Research by NASSCOM (2023) suggests that while GST improves 

transparency, it requires strong digital capabilities, which many small firms lack. RBI 

(2023) also notes that compliance costs can affect the financial stability of small 

enterprises. 

Thus, the literature suggests that GST is a beneficial reform in principle but 

presents practical challenges in implementation. 

 

Objectives of  the Study 

The study aims to: 

1. Identify key GST compliance challenges faced by MSMEs and start-ups 

2. Analyse the impact of these challenges on business performance 

3. Examine the role of digitalisation in GST compliance 

4. Suggest policy measures to simplify compliance 
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Research Methodology 

The study is grounded in secondary data sources drawn from a wide range 

of reliable and authoritative publications. These include reports and official 

documents from the Ministry of Finance and GST Council, which provide insights 

into policy design and implementation; analytical reports from institutions such as 

the Reserve Bank of India (RBI) and NASSCOM, which offer sectoral perspectives 

on MSMEs and start-ups; and relevant academic journals and policy studies that 

contribute to the theoretical and empirical understanding of GST. By synthesising 

information from these diverse sources, the study adopts a descriptive as well as 

analytical research approach to systematically examine the nature of GST 

compliance challenges and evaluate their implications for the operational efficiency 

and financial performance of MSMEs and start-ups in India. 

 

GST Compliance Framework in India 

The GST compliance framework in India is designed as a comprehensive 

and technology-driven system that ensures transparency, accountability, and 

uniformity in tax administration. Under this framework, businesses are required to 

follow a series of structured procedures to remain compliant with GST regulations. 

The first step in the compliance process is registration under GST. Any business 

whose turnover exceeds the prescribed threshold limit must obtain GST registration. 

This process is carried out through the online GST portal, which assigns a unique 

Goods and Services Tax Identification Number (GSTIN) to each registered entity. 

Registration is essential for legally collecting tax and availing input tax credit. 

Once registered, businesses are required to undertake periodic filing of 

GST returns. These returns include details of sales, purchases, tax collected, and tax 

paid. The most commonly used returns are GSTR-1, which records outward 

supplies, and GSTR-3B, which summarises tax liabilities. The frequency of filing 

may be monthly or quarterly depending on the size and category of the business. 

Timely and accurate filing is crucial to avoid penalties and ensure smooth tax credit 

flow. 

Another key component of the compliance framework is the maintenance 

of digital records. Businesses must maintain detailed and accurate records of all 

transactions, including invoices, receipts, and tax payments. These records must be 

preserved in electronic form and made available for verification by tax authorities 

when required. Proper record-keeping not only ensures compliance but also 

supports financial management and audit processes. 

The GST system also emphasises invoice matching and reconciliation, 

which is central to the Input Tax Credit (ITC) mechanism. Under this process, the 

details of purchases reported by a buyer must match the sales reported by the 
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supplier. This ensures that tax credit is granted only when both parties have correctly 

reported their transactions. Any mismatch can lead to denial of credit or additional 

compliance procedures. 

Overall, the GST compliance system in India is highly digital and 

integrated, relying on online platforms for registration, return filing, tax payments, 

and record maintenance. While this digital approach enhances transparency and 

reduces tax evasion, it also requires businesses to possess adequate technical 

knowledge and infrastructure. For MSMEs and start-ups, adapting to this system can 

be challenging, especially in the initial stages, due to limited resources and technical 

expertise. 

 

Major GST Compliance Challenges 

Complexity of  Return Filing 

MSMEs face difficulties in filing multiple returns, including GSTR-1 and 

GSTR-3B. The frequency and complexity of returns increase compliance burden. 

Frequent Regulatory Changes 

GST rules are frequently updated, making it difficult for businesses to stay 

informed. This creates uncertainty and increases the risk of errors. 

Digital Compliance Requirements 

GST is technology-driven, requiring digital filing and record-keeping. Many 

small firms lack technical skills and infrastructure. 

High Compliance Costs 

Businesses incur additional costs for hiring accountants, purchasing 

software, and maintaining records. 

Input Tax Credit Issues 

Delays in claiming input tax credit and dependency on supplier compliance 

affect working capital. 

Refund Delays 

Export-oriented businesses face delays in refunds, affecting liquidity. 

 

Impact on MSMEs and Start-ups 

Financial Impact 

High compliance costs and delayed refunds affect cash flow and profitability. 

Operational Impact 

Time spent on compliance reduces focus on core business activities. 

Growth Constraints 

Compliance burden may limit expansion and innovation. 
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Role of  Digitalisation 

Digitalisation under GST has both positive and negative effects: 

Positive 

 Improved transparency 

 Better record-keeping 

 Increased tax compliance 

Negative 

 Technical challenges 

 Digital divide among small businesses 

 

Policy Suggestions 

To improve GST compliance for MSMEs and start-ups: 

 Simplify return filing procedures 

 Provide training and awareness programmes 

 Improve refund processing speed 

 Reduce compliance costs 

 Ensure policy stability 

 

II. CONCLUSION 

The introduction of the Goods and Services Tax (GST) marks a significant 

milestone in India’s tax reform process, aiming to create a unified, transparent, and 

efficient indirect tax system. By eliminating cascading taxes and promoting a 

common national market, GST has contributed positively to improving overall 

economic efficiency and strengthening tax administration. 

However, the findings of this study reveal that the compliance framework 

under GST presents notable challenges for MSMEs and start-ups. The complexity 

of return filing procedures, frequent regulatory changes, reliance on digital systems, 

and delays in refund processing create operational and financial pressures for small 

businesses. Given their limited resources, these enterprises often struggle to manage 

compliance requirements effectively, which can affect their productivity, growth 

potential, and long-term sustainability. 

Despite these challenges, GST has also encouraged formalisation, improved 

transparency, and enhanced the credibility of businesses in the eyes of financial 

institutions and investors. This dual impact highlights the need for a balanced and 

inclusive approach to tax policy implementation. 

To ensure that MSMEs and start-ups fully benefit from GST, there is a 

pressing need for targeted policy interventions. Simplifying compliance 

procedures, stabilising regulatory frameworks, improving refund mechanisms, and 

strengthening digital support systems can significantly reduce the burden on small 
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enterprises. In addition, capacity-building initiatives, such as training and awareness 

programmes, can help businesses adapt more effectively to the GST regime. 

In conclusion, while GST has laid a strong foundation for a modern and efficient 

tax system, its long-term success depends on continuous policy refinement and 

institutional support. A framework that combines simplicity, transparency, and 

stability will not only ease compliance burdens but also foster innovation, 

entrepreneurship, and inclusive economic growth in India. 
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Abstract 

The sector-wise impact of  GST varies depending on the nature of  activities, 

tax rates, and input tax credit benefits available to different industries.  In the 

agriculture sector, GST has both direct and indirect effects. Most basic agricultural 

products such as fresh fruits, vegetables, and food grains are exempt from GST, 

which helps protect farmers and consumers from additional tax burdens. The 

industrial sector has experienced a largely positive impact from GST. By eliminating 

multiple indirect taxes and interstate barriers, GST has simplified the taxation system 

and improved supply chain efficiency. Industries now benefit from seamless input 

tax credit, which reduces the cascading effect of  taxes and lowers production costs. 

Manufacturing firms can operate more efficiently across states without facing 

complex tax structures, leading to increased competitiveness and potential growth in 

industrial production.  In the health sector, the impact of  GST is mixed. Healthcare 

services provided by hospitals and medical professionals are largely exempt from 

GST, which helps keep medical treatment affordable for the public. However, GST 

is applied to medical equipment, diagnostic services, and pharmaceutical products at 

different rates. This may increase the operational costs of  hospitals and healthcare 

providers, although the availability of  input tax credits on certain purchases can 

partly offset these costs.  The service sector has undergone significant changes under 

GST. Services such as banking, telecommunications, transportation, hospitality, and 

insurance are now taxed under a uniform tax structure. The GST rate on many 

services increased slightly compared to the earlier service tax regime, but the new 

system has simplified tax compliance and improved transparency. Businesses in the 

service sector benefit from a uniform national tax framework and easier credit of  

input taxes across goods and services.  Overall, GST has brought structural changes 

to the Indian economy by creating a unified tax system and improving tax 

administration. While the impact differs across sectors such as agriculture, industry, 



Mayas Publication  255 

 

health, and services, GST has generally contributed to greater efficiency, 

transparency, and integration of  the Indian market. Continued policy adjustments 

and improved compliance mechanisms can further enhance the benefits of  GST for 

all sectors of  the economy. 

Keywords: Agriculture, Health, Service and Industry 

 

I. INTRODUCTION 

  The introduction of  the Goods and Services Tax (GST) in India on 1 July 

2017 marked a significant transformation in the country’s indirect tax system. GST 

replaced multiple indirect taxes such as excise duty, service tax, value added tax 

(VAT), and entry tax, creating a unified national market. GST is designed as a 

comprehensive, multi-stage, and destination-based tax that is collected at each point 

of  value addition, ultimately intended to create a more transparent and business-

friendly environment. The primary motivation behind the introduction of  GST was 

to address the complexities and inefficiencies of  the previous tax structure, which 

involved multiple taxes levied by central and state governments. This multi-layered 

tax system created barriers to trade, increased compliance costs, and hampered 

economic growth by creating an uncompetitive business environment. By 

consolidating these taxes, GST aims to foster ease of  doing business, improve tax 

compliance, and enhance the revenue collection system. GST has been envisioned 

to transform India into a single, integrated market where goods and services can 

flow more freely across state borders. This "One Nation, One Tax" approach has 

led to significant changes in the way businesses operate, with implications for pricing, 

supply chain management, and tax administration. For consumers, GST aimed to 

reduce the overall tax burden on goods, especially for essential items, while creating 

a standard tax rate across different states, thereby reducing price disparities. For 

businesses, the shift to GST demanded compliance with new processes and 

technological systems, such as mandatory electronic invoicing and regular GST 

returns filing. While larger businesses have largely adapted to these changes, small 

and medium enterprises (SMEs) continue to face challenges related to compliance 

and cost. The impact of  GST on the Indian economy is a topic of  considerable 

debate among economists, policymakers, and industry stakeholders. Supporters 

argue that GST has been beneficial by widening the tax base, promoting efficiency, 

and enhancing revenue. It is credited with simplifying tax procedures, reducing tax 

evasion, and creating a more uniform tax regime across states. However, critics 

contend that certain sectors, such as small businesses and unorganized sectors, have 

faced difficulties adapting to GST. Moreover, the compliance requirements, 

especially for smaller firms with limited resources, have led to increased 

administrative costs and challenges. 
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The GST system has proved broadly helpful to the economy and businesses. 

However, the actual impact may vary widely from one sector to another. Let us 

analyse and understand the sector-specific effects of  GST.  

 

Comparing Old and New GST Structures 

GST 

Slab 

Items Included 

(Old) 

Items Included 

(New) 

Notes 

0% 

Essentials like 

fresh vegetables, 

unbranded 

grains 

Same, plus additional 

exempted medicines 
No change 

5% 

Basic food 

items, small daily 

goods 

Toiletries (hair oil, 

shampoo, 

toothpaste), 

agricultural 

implements, 

stationery 

Slab widened to many 

essentials 

12% 

Mid-tier goods, 

medicines, and 

agricultural 

goods 

Merged mostly 

into 5% slab 
12% slab eliminated 

18% 
Services, some 

consumer goods 

Most goods and 

services, including 

small cars 

Expanded, merging 

old 12% and 18% slabs 

28% 

Luxury goods, 

consumer 

durable goods 

Mostly merged into 

18%, except for 

luxury/sin goods 

Items mostly moved to 

the 18% or 40% slab 

40% 

(New) 
N/A 

Sin goods (tobacco, 

big vehicles, 

carbonated drinks) 

New slab introduced 

 

This simplification reduces confusion, streamlines tax compliance, and 

helps bring down the prices of  many everyday items for Indian households. 

 

Manufacturing  

Manufacturing as a sector is among the top beneficiaries of  the GST regime. 

First of  all, interstate movements of  goods have become easier under the GST 

system, reducing logistics costs and improving access to cheaper raw materials. 

Conventional multi-layered indirect taxes had significant cascading effects on the 
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costs of  materials and final products. To remain competitive, manufacturers often 

needed to select suppliers based on tax implications instead of  suppliers' actual 

capabilities.  

The GST regime removed such cascading effects. GST allows taxpayers to 

claim ITC irrespective of  the business location of  suppliers. Besides, significantly 

reduced restrictions on inter-state trades have opened the whole country as a single 

market for manufacturers. An entirely online GST taxation system has allowed large 

manufacturers to automate many taxation-related processes. This has allowed better 

control over such processes and reduced costs of  compliance and auditing.  

However, the impact of  GST on manufacturing is not entirely free from 

negativities. As an example, the GST system imposes high penalties on non-payment 

or delay in payment of  collected taxes to the government exchequer. This often 

creates liquidity problems for companies, and they are required to maintain excess 

working capital. It increases the costs of  financing working capital.    

 

Agriculture  

Agriculture is the biggest contributor to India's GDP and the sector 

employs the largest share of  the working population in the country. 

Small agriculturists who cultivate their own land with personal, family and personally 

supervised hired labourers are exempt from GST. Besides, fresh fruits, vegetables, 

grains, pulses, and milk have been exempted from GST to avoid unnecessary 

increases in prices of  essential commodities. So, people who cultivate formally with 

for-profit motives or perform cultivation through legal business entities are liable 

for GST registration.  

The long-term vision regarding the impact of  GST on the sector is 

definitely positive. Reduced logistic costs and easier inter-state trades have opened 

up the country as a unified market for large farm producers. Farmers and agri-

businesses can easily claim tax credits on their inputs. The GST regime has also 

improved transparency in indirect taxes applicable to farming. However, most Indian 

agricultural producers have limited technology prowess and access to modern 

technologies. The online GST system has caused serious tech adoption challenges 

for such taxpayers.   

 

Services  

The introduction of  GST has brought in many welcome changes for service 

providers. First of  all, it has removed tax ambiguities between goods and services. 

Earlier, software companies supplying packaged applications or software with 

hardware components needed to treat these components separately for taxation. It 

caused double taxation and an excess burden on the service providers. Choices 

https://cleartax.in/s/gst-input-tax-credit
https://cleartax.in/s/what-is-gdp-of-india-and-how-to-calculate
https://cleartax.in/s/impact-of-gst-on-agricultural-sector
https://cleartax.in/s/gst-registration
https://cleartax.in/s/impact-of-gst-on-it-sector
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between the applicability of  VAT and service tax also created a lot of  tax compliance 

issues. GST has resolved this problem by providing uniform treatment of  goods and 

services. Besides, the GST regime also allows claiming ITC on services as inputs. 

This has helped service providers.   

However, GST rate rationalisation is still pending. As a result, many service-

specific tax rates under GST are higher compared to tax applicable in the previous 

(pre-GST) regime. The availability of  ITC for services as inputs has encouraged 

many service providers to register under GST, increasing the overall tax base in the 

sector. However, this has also increased the costs of  compliance for small taxpayers.  

 

Retail  

The unified tax regime under GST has made sourcing easier for retailers 

from anywhere in India and also increased their market size. Retailers can supply 

anywhere in India without being concerned about state-specific tax implications on 

prices. They are no longer liable for multiple indirect taxes, like VAT, CST, and 

service taxes. The tax burden has also been reduced as taxes applicable to retailers 

are limited between 12% to 28% compared to 30% in the previous regime. 

Businesses engaged in retailing can also claim input tax credits under GST. 

 

Major Changes in the Latest GST Reform 

In September 2025, a general overhaul in the GST Council in the form 

of  GST 2.0 was announced, to take effect on September 22, 2025. The tax system 

is reorganised to make fewer primary GST rate slabs: there are now only 

two: 5% (merit) and 18 percent (standard). A luxury and sin tax 40% slab is set aside 

such as luxury products, such as luxury cars, cigarettes, and soft drinks.  Key 

highlights include: 

 Reduced tax rates on daily household commodities- consumer necessities, 

household utensils, some processed foodstuffs and farm inputs now receive 

half-toned treatment– 5 per cent. 

 Electronic and appliance taxes such as television sets, washing machines, air 

conditioners, etc., were reduced to 18 per cent and thus became cheaper. 

 The automobiles and auto parts will enjoy a cut in GST to 18% (small and 

hybrid vehicles) and 40% (large, luxury vehicles). 

 The GST has been removed in full on consumer insurance, such as life and 

health, and has a direct effect of  reducing the premiums. 

 Cement and textile goods are cut down to 18 and 5 per cent, respectively 

and reduce input costs in construction and manufacturing. 

 Fertilisers, tractors, and machinery (rural and agricultural products) have 

now been classified under the 5% slab, increasing rural purchasing power. 

https://cleartax.in/s/gst-rate-rationalisation
https://cleartax.in/s/impact-gst-wholesalers-retailers
https://stofiniq.com/gst-made-simple-indias-new-tax-overhaul-explained/
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 Digitisation of  refund and compliance processes is being advanced with 

simplified returns, real-time tracking, mandatory multi-factor 

authentication, and an enhanced tribunal system to settle disputes within a 

short time. 

The core focus is to ease compliance, stimulate consumer confidence, reduce 

the cost of  goods, and boost micro, small, and medium enterprise (MSME) 

competitiveness. 

 

II. CONCLUSION 

GST implementation in India has had diverse effects across sectors. While 

simplifying the tax structure and reducing compliance costs for some industries, it 

created challenges for others, particularly small-scale enterprises. The reform has 

levelled the playing field between online and offline retailers, driven innovation in 

sectors like IT and online shopping, and enhanced competitiveness across most 

industries. Despite initial implementation challenges, GST has contributed to 

economic growth, increased tax compliance, and improved business efficiency in 

many sectors of  the Indian economy. 

The introduction of  GST represents a major milestone in India’s economic 

reforms. By replacing multiple indirect taxes with a unified tax system, GST has 

simplified taxation and enhanced transparency in the economy. 

However, certain challenges remain, particularly for small businesses and 

sectors with high compliance requirements. Continuous policy adjustments, 

technological improvements, and awareness programs are necessary to maximize the 

benefits of  GST.  Overall, GST has contributed significantly to the modernization 

and integration of  the Indian economy and will continue to shape sectoral growth 

in the future. 
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I. INTRODUCTION 

The introduction of the Goods and Services Tax (GST) marked a 

revolutionary reform in India’s indirect taxation system. Implemented on 1 July 

2017, GST replaced a complex structure of multiple indirect taxes such as excise 

duty, service tax, value added tax (VAT), and entry tax with a unified and 

comprehensive tax framework. This reform aimed to create a “one nation, one tax” 

system, enhancing efficiency, transparency, and ease of doing business. 

Entrepreneurship plays a crucial role in economic development, particularly 

in a diverse and developing economy like India. Among the various forms of 

entrepreneurship, women entrepreneurship, rural entrepreneurship, and social 

entrepreneurship are vital for inclusive growth. These sectors not only generate 

employment but also contribute to poverty alleviation, gender equality, and 

sustainable development. 

The implementation of GST has significantly influenced these sectors by 

integrating them into the formal economy. While GST has opened new 

opportunities for expansion and formalization, it has also created challenges, 

especially for small and informal enterprises that lack technological and financial 

capabilities... By replacing multiple indirect taxes with a unified tax structure, GST 

aimed to simplify compliance, reduce cascading taxes, and create a common national 

market.  

 

Women Entrepreneurship under GST 

Women entrepreneurs play a vital role in economic development by 

contributing to employment generation, innovation, and poverty reduction. Many 

women in India are engaged in small-scale and home-based enterprises such as 

handicrafts, tailoring, food processing, and beauty services. 
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GST has opened new avenues for women entrepreneurs by promoting 

formalization and improving market access. With GST registration, women 

entrepreneurs gain recognition as formal business entities, which helps them access 

bank credit, government schemes, and subsidies. The availability of Input Tax Credit 

(ITC) reduces production costs and enhances competitiveness. Moreover, GST has 

encouraged participation in e-commerce platforms, enabling women to sell products 

beyond local markets. 

However, several challenges persist. Many women entrepreneurs lack digital 

literacy and face difficulties in filing GST returns online. The complexity of 

compliance procedures, such as maintaining invoices and submitting periodic 

returns, can be burdensome. Additionally, financial constraints and limited 

awareness of GST provisions further restrict their ability to fully benefit from the 

system. 

 

Rural Entrepreneurship under GST 

Rural entrepreneurship is a key driver of economic growth and employment 

in India. It includes activities such as agro-processing, dairy farming, handicrafts, and 

small-scale industries. GST has had both positive and negative impacts on rural 

enterprises. 

One of the major advantages of GST is the removal of interstate trade 

barriers. Earlier, multiple state taxes created obstacles for rural producers in selling 

goods across state boundaries. GST has streamlined the movement of goods, 

reducing transportation costs and improving efficiency. It has also created 

opportunities for rural entrepreneurs to expand their market reach and integrate into 

national supply chains. 

Despite these benefits, rural entrepreneurs face several constraints. Lack of 

awareness about GST provisions is a major issue, as many rural business owners are 

not adequately informed about registration requirements and tax procedures. In 

addition, poor digital infrastructure, including limited internet connectivity and lack 

of access to computers, makes it difficult for them to comply with GST regulations. 

Another challenge is the taxation of certain agricultural inputs and services, which 

can increase production costs for rural enterprises. Small businesses operating below 

the threshold limit may avoid registration, thereby missing out on the benefits of 

formalization. 

To support rural entrepreneurs, the government has taken steps such as 

conducting awareness campaigns, providing training through Common Service 

Centres (CSCs), and promoting digital payments. Improving rural infrastructure and 

ensuring easy access to information are crucial for enhancing the effectiveness of 

GST in rural areas. 
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Social Entrepreneurship under GST 

Social entrepreneurship focuses on addressing social and environmental 

challenges through innovative business solutions. These enterprises aim to create 

social value while maintaining financial sustainability. They operate in areas such as 

education, healthcare, environmental protection, and rural development’s has 

contributed positively to social entrepreneurship by introducing transparency and 

accountability in financial transactions. A standardized tax system simplifies business 

operations and enhances credibility among stakeholders, including investors and 

donors. Social enterprises can also benefit from improved market access and reduced 

tax cascading. However, social entrepreneurs face certain difficulties under GST. 

Some non-profit organizations and social enterprises are required to pay GST on 

services that were previously exempt, increasing their operational costs.. 

 

Growth Opportunities 

Women entrepreneurs in India are predominantly engaged in micro, small, 

and medium enterprises (MSMEs), including handicrafts, textiles, food processing, 

and home-based industries. GST has facilitated their growth in several ways: 

 Formalization of Business: GST registration enables women 

entrepreneurs to become part of the formal economy, improving their 

credibility and access to institutional finance. 

 Input Tax Credit (ITC): The availability of ITC reduces the tax burden 

and enhances profitability. 

 E-commerce Expansion: GST has simplified interstate trade, allowing 

women entrepreneurs to sell products through digital platforms across 

India. 

  

Challenges Faced 

Despite these benefits, women entrepreneurs face several challenges: 

 Digital Divide: Many women lack access to digital tools and knowledge 

required for GST compliance. 

 Compliance Burden: Filing returns, maintaining records, and adhering to 

GST regulations can be complex and time-consuming. 

 Financial Constraints: Limited access to capital makes it difficult to meet 

compliance costs. 

Policy Support 

Government initiatives such as Digital India, Skill India, and MSME 

support programs aim to enhance digital literacy and financial inclusion among 

women entrepreneurs. Training programs specifically focused on GST compliance 

have also been introduced. 
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Impact on Rural Enterprises 

Rural entrepreneurship includes activities such as agriculture-based 

industries, handicrafts, dairy farming, and small-scale manufacturing. GST has 

influenced rural enterprises in the following ways: 

 Removal of Interstate Barriers: GST has facilitated smoother movement 

of goods, benefiting rural producers. 

 Standardized Tax System: A uniform tax structure reduces confusion and 

promotes business expansion. 

 Improved Market Access: Rural entrepreneurs can now access larger 

markets beyond their local regions. 

 

Challenges in Rural Areas 

However, rural entrepreneurs face unique difficulties: 

 Lack of Awareness: Many rural business owners are unaware of GST 

provisions and procedures. 

 Inadequate Infrastructure: Poor internet connectivity and lack of digital 

infrastructure hinder compliance. 

 Registration Issues: Small businesses often fall below the threshold or 

hesitate to register due to fear of taxation. 

  Government Interventions 

 

Role of Social Enterprises 

Social entrepreneurship focuses on addressing social, economic, and 

environmental issues through innovative business models. These enterprises often 

operate in sectors such as education, healthcare, renewable energy, and rural 

development. 

 

Positive Impacts of GST 

GST has provided several benefits to social enterprises: 

 Transparency: A standardized tax system improves accountability and 

transparency. 

 Ease of Operations: Simplified tax structure reduces complexity in 

transactions. 

 Market Integration: Social enterprises can expand their reach across states. 
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Challenges Faced 

Despite these advantages, social entrepreneurs encounter certain issues: 

 Taxation on Services: Some services provided by non-profit organizations 

are subject to GST, increasing operational costs. 

 Compliance Requirements: Complex filing procedures can be 

burdensome for small social enterprises. 

 Lack of Clarity: Ambiguities in GST provisions related to non-profit 

activities create confusion. 

 

Policy Recommendations 

To enhance the effectiveness of GST for women, rural, and social 

entrepreneurs, the following measures are recommended: 

1. Simplification of Compliance Procedures 

Introduce user-friendly GST filing systems for small entrepreneurs. 

2. Digital Literacy Programs 

Conduct training programs to improve digital skills among women and rural 

entrepreneurs. 

3. Infrastructure Development 

Improve internet connectivity and digital infrastructure in rural areas. 

4. Financial Support 

Provide subsidies or financial assistance for GST compliance costs. 

5. Policy Clarity for Social Enterprises 

Clarify GST provisions related to non-profit organizations and social 

enterprises. 

 

II. CONCLUSION 

The implementation of GST represents a significant milestone in India’s 

economic reform process. It has brought about a paradigm shift in the way 

businesses operate, particularly for women, rural, and social entrepreneurs. While 

GST has created opportunities for growth, formalization, and market expansion, it 

has also posed challenges related to compliance, digital literacy, and infrastructure. 

For GST to achieve its full potential in promoting inclusive development, it is 

essential to address these challenges through targeted policies and support 

mechanisms. By empowering women, strengthening rural enterprises, and 

supporting social entrepreneurship, GST can contribute to sustainable and equitable 

economic growth in India. GST has brought about significant changes in the 

entrepreneurial landscape of India by promoting transparency, efficiency, and 

formalization. It has created new opportunities for women, rural, and social 

entrepreneurs to expand their businesses and integrate into the formal economy. At 
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the same time, challenges related to digital literacy, infrastructure, and compliance 

continue to hinder their progress 
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Abstract 

The implementation of the Goods and Services Tax (GST) in India has 

significantly impacted the flower market by distinguishing between raw, agricultural 

produce and value-added, processed floral products. The literature indicates a 

transition from a fragmented, unorganized sector to a more organized one, with 

mixed impacts on price, compliance, and input costs. Flowers have been considered 

as the symbol of grace and elegance and a feast for our eyes. They are used on all 

religious and festive occasions. Flowers are given as birthday presentations and 

wedding gift. If the flower cultivators apply required amount of pesticide and 

insecticide, the yield of flower can be considerably increased and, as a result, the 

revenue from flower could be increased and flower cultivated area can be expanded 

in the study area. 

Key words: Flower, cultivation, Agriculture, pesticide and insecticide. 

 

I. INTRODUCTION 

The implementation of GST will have its impact on every sector, and quite 

large at the Indian Agricultural Sector as it accounts for approximately 16% of the 

national GDP and employs around 52 % of the population. So, it is important to 

discuss on the impact of GST on the Agriculture sector Flowers have been 

considered as the symbol of grace and elegance and a feast for our eyes. They are 

used on all religious and festive occasions. Flowers are given as birthday presentation 

and wedding gift. They are also used function funerals. It is fascinating to see the 

floral decorations; colorful carpet designs made of petals of different colors and 

shades. 
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Problem Focus 

Flower is an important for the farmers in the study area. Jasmine growers 

suffer from higher labor cost and higher manure and fertilizer cost in the cultivation 

of jasmine. Moreover, the growers suffer from non-availability of disease- free flower 

saplings, shortage of irrigation water, scarcity of experienced agricultural laborers, 

short supply of fertilizers & pesticides, attack of different diseases and harvesting 

problems. Unless the jasmine growers are relieved from the attack of the above-

mentioned sufferings, jasmine cultivation would become a question mark in the 

study area. The core of the problem of the study is to diagnose the extent of the 

activities involved in jasmine cultivation discuss. 

 

Scope of the study 

The study focuses attention on the economics of jasmine cultivation 

consisting of the cost of cultivation of flowers, labor-use pattern, capital-use pattern, 

and examine responsiveness of flowers yield to the inputs applied and the factors 

limiting jasmine cultivation in the study area. As jasmine cultivation requires higher 

number of hired labor, there will be sample opportunities to generate employment 

in the agricultural sector. Based on the assessment of resource-use efficiency, the 

jasmine cultivators could understand which factor influences more on the cultivation 

of flowers. 

 

Objectives 

The objectives of the present study are: 

1. to understand the labor-use and capital-use patterns in the cultivation of 

flowers, 

2. to examine the responsiveness of flower production to the factors 

used in the production of flowers and 

3. To study the impact on GST in flower market. 

 

Methodology 

Flowers grown in the selected villages depend largely on the production 

of their agricultural income. A study on flower cultivation in Thovalai taluk 

Therefore, the investigator felt it essential to make a diagnostic study relating to 

flower cultivation and selected the area in Thovalai Taluk, Kanyakumari District”. 
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Sampling Design 

The sample flower growers were selected by following two-stage random 

sampling technique. There were two villages where flower was cultivated in 

concentration. These two villages were found as the universe from which the sample 

flower growers were randomly selected by following systematic random sampling 

procedures giving equal chance to every former. There were 289 flower growers in 

total in these villages. From these 289 growers, 90 growers (30 per cent) were selected 

as sample for the study. 

 

Analysis and Discussion 

Multiple regression was used to determine the responsiveness of flower 

yield to the corresponding input factors. The study is a cross-section study and is 

confined to a period of one calendar year from January 2025 to December 2025 for 

flower cultivation with respect to cost of cultivation (Labor and Capital) and yield 

from flower. 

 

Table 1 

Labor- use pattern (man days) in flower cultivation up to harvest per hectare 

(2025) 

Size of land 
holdings 

Sample Land 
under 
flower 
(Ha) 

Family 
labor 
(FL) 

Hired 
labor 
(HL) 

Total 
labor 

Ratio 
(FL / 
HL) 

Small 46 17.94 927 1910 2837 1:2.06 

Medium 24 19.44 875 2424 3299 1:2.77 

Large 20 33.00 370 2146 2516 1:5.80 

Total 90 70.38 2172 6480 8652 1:2.98 

Average / ha - - 30.86 92.07 122.93 - 

Average / 
respondent 

- 0.782 24.13 72.00 96.13 - 

Source: Field survey 

 

It is inferred from the above that the number of hired laborers increases as 

the size of holding increases. On the average, at the aggregate level, the ratio between 

HL and FL is 2.98 per ha. This indicates that three hired laborers are required 

for one family labor in the cultivation of flower and, as a result, more employment 

could be generated. 
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Capital use pattern 

Table 2 

Capital use pattern under flower cultivation in ` per hectare during 2025 

Land holding Fixed capital 

(FC) 

Variable capital 

(VC) 

Ratio 

(VC / FC) 

Small (< 0.50 ha) 4500 47800 10.62 

Medium (0.50 to 1.00 ha) 5900 64320 10.90 

Large (>1.0 ha) 6620 73870 11.15 

Total 17020 185990 10.89 

Average 5673.33 61996.67  

 Source: Primary data 

 

It is inferred that the cultivators in small holdings take intensive care in 

flower cultivation than the remaining two sizes of holdings. 

 

Responsiveness of flower yield (Revenue) and factor inputs (Multiple 

regression) 

Multiple regression refers to the determination of statistical relationship 

between the dependent and independent variables. Here, the multiple regression is 

designed to examine the responsiveness of flower yield (Dependent variable:Y= 

Income) to the factor inputs (Independent variables: X1= Number of ploughing, X2 

= Number of irrigation, X3 = Number of weeding, X4 = Application of manure 

and fertilizer (Rupees), X5 = Application of pesticide and insecticide (Rupees). 

The multiple linear equation formed is:Y = a+ bX1 + cX2 + dX3 + eX4 

+ fX5. The values in the multiple regression are shown in Table 3. 

 

Table 3 

Statistical relationship between the responsiveness of flower yield and the 

factor inputs (Multiple regression model) 

Variables Unstandardised 
coefficients 

Std. Error 
of B 

Standardised 
coefficients 

t-value p-value 

Constant 414.165 17.915 - 25.078 0.000** 

X1 0.665 0.292 0.380 2.308 0.024* 

X2 0.768 0.354 0.460 2.140 0.036* 

X3 0.123 0.116 0.943 0.315 0.753 

X4 0.731 0.326 0.446 2.273 0.026* 

X5 -0.980 -0.420 -0.428 -2.311 0.024* 

Note: ** Significant at 1% level 
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As noted in Table 3, the multiple R value is 0.736, measuring the degree of 

relationship between the actual values and the predicted value of the amount of 

jasmine yield. This value conveys a strong and positive relationship between the 

savings and the five identified input factors.R2 value (0.552) measures the goodness 

of fit of the regression model and shows that about 55.2 % of the variation in the 

jasmine yield (Y) is explained by the factor inputs (Xs). R2 value is significant at 1% 

level. On the basis of the coefficient values found in Table 3, a multiple regression 

equation is formed as: 

Y = 414.165+ 0.665X1 +0.768X2+0.113X3 +0.731X4-0.980X5 

The coefficient of X1 = 0.665 represents the partial effect of number of 

ploughing on the flower yield, holding the other independent variables constant. The 

estimated positive sign implies that such effect is positive that would increase by 

0.665 times for every unit increase in ploughing. Similarly, the positive sign in the 

remaining coefficients except X5 (Application of pesticides and insecticide) would 

increase the jasmine yield by 0.768 times, 0.113 times and, 0.741 times respectively. 

The coefficient) for the application of pesticide and insecticide indicates is -0.980. 

This means that the jasmine yield would decrease for very unit increase in the 

application of pesticide and insecticide. This might be due to overdose of this 

application. All the independent variables except ‘Irrigation’ are significant at 5% 

level. 

 

Table -4 

Summary Table of GST on Floral Products (2025) 

Product Type GST Rate 

Fresh, Loose, Raw Flowers 0% 

Hand-tied Fresh Bouquets (with packing) 5% 

Branded/Premium Fresh Bouquets 5% 

Artificial/Decorative Bouquets 18% 

Dried/Chemically Treated Flowers 5% - 18% 

                  Source: Secondary data 

As noted in Table 4 Fresh, loose, and raw flowers are exempt from GST 

(0%), while processed or packaged flowers like bouquets attract 5% to 12% GST, 

and artificial flowers are taxed at 18%. The rate depends on the value addition: raw 

is 0%, simple packed is 5%, and premium/branded bouquets generally attract 12%. 
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II. CONCLUSION 

In terms of average area of flower cultivation and its yield, Thovalai taluk 

occupies an important place of pride from the point of view of productivity of 

flowers. These changes in tax rates are likely to influence prices of inputs and their 

usage; adoption of technologies and prices of agricultural commodities and thereby 

farm profits. Post-GST, the tax burden on the tractors has declined by 4.5 to 6.5% 

but harvesting and threshing equipment have been taxed at 12% post GST, hence 

we expect an increase in their prices. Plant protection equipment’s such as sprayers, 

dusters and sprayers were exempted from tax earlier. However, the GST of 12% on 

these would increase the fixed cost for the farmers. The overall impact is categorized 

as mixed. While GST has improved supply chain efficiency and facilitated inter-state 

trade for organized players, it has increased the compliance burden and input costs 

for smaller, rural farmers and retailers. 

 

III. REFERENCES 

1. Satheesh Babu A and MuraliN. “Factors Influencing Production of 

Food Grains” Southern Economist, June 2014, Vol. 53, No.4, pp 5 to 8. 

2. Prakash K and Muniyandi B (2014) “Area production of Jasmine and 

rainfall of Madurai District in Tamil Nadu, South India” International 

Journal of Science and Research (IJSR), ISSN (online): 2319-7064, Vol. 3, 

Issue 7, and July 2014. 

3. Leena S, Shoba S, Monojkumar T S and Satheesha N. “Training on 

Jasmine Cultivation-An Impact Study” Research Journal of Agriculture and 

Forestry Sciences, Vol. 2(10) October 2014, pp 5-7. 

4. Kaviarasan K, Singh D R and Prawin Arya “An Economic Analysis of 

Jasmine cultivation in Tamil Nadu” 2015. 



Mayas Publication  273 

 

Impact of GST on Healthcare MSMEs in Namakkal District 
 

Dr. R. P. Buvaneswari 

Associate Professor and Head, 

Department of Economics, 

NKR Government Arts College for Women, 

Namakkal, Tamil Nadu, India. 

 

R.Deepa 

Lecturer, 

Department of Economics, 

NKR Government Arts College for Women, 

Namakkal, Tamil Nadu, India. 

 

Abstract 

           The Goods and Services Tax (GST), introduced in India in 2017, aimed to 

simplify the indirect taxation system and improve economic efficiency across sectors. 

The healthcare sector, particularly Micro, Small and Medium Enterprises (MSMEs) 

such as diagnostic centres, pharmacies, small hospitals, and medical equipment 

suppliers, plays a crucial role in delivering affordable healthcare services in semi-

urban regions such as Namakkal District. This study examines the impact of GST 

on healthcare MSMEs in Namakkal District using primary data collected from 

selected healthcare units. The findings reveal that most core healthcare services, 

including doctor consultations, hospital treatments, and basic diagnostic services, are 

largely exempt from GST. However, several medical inputs such as diagnostic 

equipment, laboratory reagents, surgical instruments, and hospital infrastructure 

services are subject to GST ranging from 5% to 18%. As a result, healthcare MSMEs 

pay tax on inputs but cannot fully claim input tax credit due to the exemption on 

output services, leading to increased operational costs. Primary data collected from 

healthcare MSMEs in Namakkal District indicates that GST has both positive and 

negative effects. On the positive side, the unified tax system has simplified interstate 

procurement of medicines and medical devices and improved transparency in billing 

and tax compliance. Recent GST rate reductions on medicines, diagnostic kits, and 

medical devices have also reduced procurement costs and improved the affordability 

of healthcare services. However, many small healthcare providers report challenges 

such as compliance burden, accounting complexity, and increased working capital 

requirements. Smaller diagnostic laboratories and clinics particularly face difficulties 

in managing GST filings and maintaining digital records. Despite these challenges, 

GST has contributed to the gradual formalization and modernization of healthcare 
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MSMEs in the district. Overall, the study concludes that while GST has improved 

transparency and tax uniformity in the healthcare supply chain, further policy 

support and simplified compliance mechanisms are necessary to strengthen 

healthcare MSMEs in semi-urban districts such as Namakkal. 

Keywords: Healthcare MSMEs, Diagnostic Centres, GST Compliance, Healthcare 

Costs Author Details. 

 

I. INTRODUCTION 

                The implementation of the Goods and Services Tax (GST) in India in July 

2017 marked one of the most significant indirect tax reforms in the country. GST 

replaced multiple indirect taxes such as value-added tax (VAT), service tax, and 

excise duty with a unified tax structure. The primary objective of GST was to create 

a common national market, reduce cascading taxation, and improve tax transparency 

and compliance. The healthcare sector in India plays a crucial role in ensuring access 

to medical services and improving the quality of life of the population. A significant 

portion of healthcare services is delivered by Micro, Small and Medium Enterprises 

(MSMEs), including medical shops, diagnostic laboratories, small hospitals, and 

medical equipment suppliers. These healthcare MSMEs are particularly important in 

semi-urban districts such as Namakkal in Tamil Nadu, where they provide affordable 

healthcare services to local communities. Although most healthcare services such as 

doctor consultations, hospital treatments, and diagnostic services are exempt from 

GST, several healthcare inputs such as medical equipment, laboratory chemicals, and 

hospital infrastructure services attract GST. Since healthcare services are exempt, 

many healthcare enterprises cannot fully claim input tax credit on the taxes paid for 

these inputs. This situation increases the operational cost of healthcare providers. 

Namakkal District has a growing healthcare ecosystem consisting of pharmacies, 

diagnostic centres, clinics, and small hospitals that serve both rural and semi-urban 

populations. Therefore, examining the impact of GST on healthcare MSMEs in this 

district is important for understanding the benefits and challenges of tax reforms in 

the healthcare sector. This study aims to analyse how GST has affected the 

operational cost, compliance requirements, and financial management of healthcare 

MSMEs in Namakkal District. 

 

Review of Literature 

                Several researchers have examined the impact of GST on various sectors 

of the Indian economy, including healthcare. The impact of GST on small 

enterprises in India and found that GST improved tax transparency but increased 

compliance burden for small businesses. Kumar and Sharma (2021) The effect of 

GST on the healthcare sector and observed that although healthcare services are 
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mostly exempt from GST, taxation on medical equipment and diagnostic tools has 

increased operational costs for healthcare institutions. Agarwal (2020) GST 

implementation in service sectors and concluded that the input tax credit mechanism 

plays a significant role in reducing tax cascading but may create challenges in sectors 

with exempt outputs. Rao (2019) The GST has improved interstate trade of 

medicines and medical devices by eliminating multiple state taxes and entry barriers. 

Patel (2022) Found that many small healthcare providers face difficulties in GST 

return filing due to lack of digital infrastructure and technical knowledge. The 

existing literature indicates that while GST has improved tax transparency and supply 

chain efficiency, healthcare MSMEs continue to face operational challenges related 

to compliance and input taxation. Singh and Verma (2020). 

 

Objectives of the Study 

The present study aims to achieve the following objectives: 

 To analyse the impact of GST on healthcare MSMEs in Namakkal District. 

 To examine the GST compliance challenges faced by healthcare enterprises. 

 To study the level of GST awareness among healthcare MSMEs. 

 To evaluate the effect of GST on operational costs and working capital of 

healthcare providers. 

 

Methodology 

          The study adopts a descriptive research design to analyse the impact of GST 

on healthcare MSMEs. Primary data were collected through a structured 

questionnaire from healthcare MSMEs in Namakkal District. Secondary data were 

collected from research journals, government reports, GST publications, and 

academic books. The study is based on 100 Sample respondents of healthcare 

MSMEs, including: Medical shops, Diagnostic laboratories, Small hospitals, Medical 

equipment suppliers. The convenience sampling method was used to select 

respondents. The following statistical tools were used for analysis: Percentage 

Analysis, Tables, Chi- Square Test. 

Result and Discussion 

               The analysis of the data collected from healthcare MSMEs in Namakkal 

District provides useful insights into the structure of enterprises and the challenges 

they face under the GST system. 
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Table 1 

Type of Healthcare MSMEs in the Study Area 

S. No Type of Enterprise Number of Respondents Percentage 

1 Medical Shops 40 40 

2 Diagnostic Centres 25 25 

3 Small Hospitals 20 20 

4 Medical Equipment 

Suppliers 

15 15 

Total 100 100 

Source: Computed from primary data 

             Explains the types of healthcare MSMEs operating in the study area. It 

shows that medical shops constitute the highest proportion of respondents 40 Per 

cent, indicating that pharmacy-based businesses are the most common healthcare 

enterprises in the district. Diagnostic centres account for 25 Per cent of the 

respondents, showing a significant role in diagnostic services. Small hospitals 

represent 20 Per cent, highlighting the contribution of small-scale hospitals in 

providing healthcare services. Medical equipment suppliers make up 15 Per cent, 

indicating a smaller but important support sector in healthcare services. 

 

Table 2 

Major GST Challenges Faced by Healthcare MSMEs 

S. No Challenges Number of Respondents Percentage 

1 Compliance Burden 35 35 

2 Difficulty in GST Filing 30 30 

3 Working Capital Issues 20 20 

4 No Major Problems 15 15 

Total 100 100 

Source: Computed from primary data  

         Presents the major challenges faced by healthcare MSMEs with regard to GST 

implementation. The results show that compliance burden 35 Per cent is the most 

significant challenge faced by the respondents. Many business owners find GST 

procedures complex due to documentation, invoicing, and record maintenance 

requirements. Difficulty in GST filing 30 Per cent is another major issue, especially 

for small enterprises that lack technical knowledge and digital infrastructure. 

Working capital issues 20 Per cent arise because businesses are required to pay GST 

before receiving payments from customers. However, 15 Per cent of respondents 

reported that they face no major problems, which suggests that some enterprises 

have adapted effectively to the GST system. 
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Chi-Square Test 

Hypothesis 

H₀: There is no significant relationship between GST awareness and GST 

compliance. 

H₁: There is a significant relationship between GST awareness and GST compliance. 

 

Observed Table 

S. No GST 

Awareness 

High 

Compliance 

Low 

Compliance 

Total 

1 High 

Awareness 

35 15 50 

2 Low Awareness 20 30 50 

Total 55 45 100 

 

Expected Value Formula 

                               (Row Total *Column Total)  

                 E =       _________________________ 

                                        Grand Total 

 

Chi-Square Result 

Calculated Value = 9.08 

Table Value (5% level, df = 1) = 3.84 

Since 9.08 > 3.84, the null hypothesis is rejected. 

            The Chi-square test was used to examine the relationship between GST 

awareness and GST compliance among healthcare MSMEs. The calculated Chi-

square value is 9.08, which is greater than the table value 3.84 at the 5 Per cent level 

of significance with 1 degree of freedom. Hence, the null hypothesis (H₀) is rejected 

and the alternative hypothesis (H₁) is accepted. This indicates that there is a 

significant relationship between GST awareness and GST compliance. Enterprises 

with higher awareness about GST rules, procedures, and filing systems tend to show 

better compliance, whereas enterprises with low awareness show lower compliance 

levels.                    

 

Findings  

 Medical shops account for the largest share 40 per cent of healthcare 

MSMEs in the study area. 

 Diagnostic centres 25 per cent and small hospitals 20 per cent also play an 

important role in the healthcare sector. 

 Medical equipment suppliers represent 15 per cent of the total respondents. 
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 GST compliance burden 35 per cent is the most significant challenge faced 

by healthcare MSMEs. 

 Difficulty in GST return filing 30 per cent is another major issue due to 

technical and procedural complexities. 

 Working capital problems 20 per cent arise due to GST payment 

requirements before receiving revenue. 

 A small proportion of respondents 15 per cent reported no major GST-

related problems. 

 The Chi-square test confirms a significant relationship between GST 

awareness and GST compliance, indicating that better awareness leads to 

better compliance among healthcare MSMEs. 

 

Suggestions 

 The government should simplify GST compliance procedures for 

healthcare MSMEs. 

 Training programmes should be conducted to improve GST awareness 

among healthcare providers. 

 Digital support systems should be strengthened to assist small healthcare 

enterprises in GST return filing. 

 Policy measures should be introduced to reduce input tax burden on 

healthcare services. 

 

II. CONCLUSION 

The study concludes that the implementation of the Goods and Services 

Tax has significantly influenced the functioning of healthcare MSMEs in Namakkal 

District. While GST has introduced a more transparent and unified tax system, many 

small healthcare enterprises continue to face challenges related to compliance 

procedures, GST return filing, and working capital management. The results of the 

Chi-square analysis clearly indicate that GST awareness plays a crucial role in 

ensuring compliance. Enterprises that possess better knowledge of GST rules and 

digital filing systems are more capable of complying with tax regulations. Therefore, 

it is essential for government agencies and professional bodies to conduct training 

programs, awareness campaigns, and technical support initiatives to help healthcare 

MSMEs understand GST procedures. Simplifying compliance requirements and 

improving digital literacy among small business owners can further enhance GST 

compliance and support the sustainable growth of healthcare MSMEs. 
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