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Abstract

The Goods and Services Tax (GST), introduced in India on 1 July 2017, represents one of the most significant indirect
tax reforms in the country's economic history. The reform replaced multiple central and state taxes with a unified
taxation system aimed at improving transparency, eliminating cascading taxation, and creating a common national
market. This study examines the impact of GST on business operations in India through a qualitative analysis based
on secondary data collected from government reports, industry publications, academic research, and regulatory
sources. The findings indicate that GST has simplified the indirect tax structure, improved tax compliance, enhanced
supply chain efficiency, and facilitated interstate trade. The Input Tax Credit (ITC) mechanism has reduced tax
burdens and improved cost efficiency for businesses. However, challenges such as compliance complexity,
technological issues, working capital pressures, and frequent regulatory changes continue to affect businesses,
particularly small and medium enterprises (SMESs). The study concludes that while GST has significantly improved
the business environment in India, continuous reforms and simplification measures are necessary to maximize its

benefits and improve ease of doing business.
Introduction

Introduction to Taxation and Its Importance

Every economy depends on taxation but the way it is structured makes a real difference to how businesses operate.
Taxes contribute the major source of funding for the state in providing public goods such as infrastructure, health
care, education, defense, and social welfare measures. In a developing nation like India, the importance of taxation
increases further because of its necessity to spur economic growth and minimize income disparities.

In India, taxes can be categorized into two broad types: direct taxes and indirect taxes. While the former is a type of
tax that falls directly on individuals and firms depending on their income levels, the latter applies to products and

services consumed by citizens. Indirect taxes in India include VAT, Service Tax, Excise Duty, and Customs Duty.
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The effect of indirect taxes is felt at the business level because they affect pricing, costs, and profitability. Hence, an

effective indirect tax system is necessary to enable businesses to function efficiently.

Pre-GST Tax Structure in India

Prior to the implementation of GST, the country had a very complicated structure of indirect taxes which were
imposed by both central and state governments. In this case, the taxes were overlapping each other and caused many
inefficiencies since the central government-imposed excise duty and service tax, and the state governments collected
VAT and entry tax. One of the significant disadvantages of the above tax system is its cascade nature, also called as
"tax on tax," implying that businesses paid taxes on a value which was already taxed previously. The lack of
uniformity in the rate of taxes across various states posed difficulties for companies working in several regions of

the country.

This complicated tax structure involved high compliance cost, logistical delays because of the existence of interstate

taxes, and low transparency.

Introduction of Goods and Services Tax (GST)

The Goods and Services Tax (GST) was introduced in India on 1st July 2017 as a comprehensive indirect tax reform.
It replaced multiple central and state taxes with a single, unified tax system. The main objective of GST was to

simplify the tax structure, eliminate cascading taxes, and create a common national market.

GST is adestination-based tax, meaning it is levied at the point of consumption rather than production. It is structured

into three main components:

Central GST (CGST) - collected by the central government
State GST (SGST) — collected by state governments
Integrated GST (IGST) — applicable on interstate transactions

This structure ensures that both central and state governments receive their share of revenue while maintaining

uniformity in taxation.

Objectives of GST

The introduction of GST was driven by several key objectives:
To eliminate the cascading effect of taxes

To simplify the indirect tax system

To create a unified national market

To improve ease of doing business in India

To increase transparency and reduce tax evasion

To promote economic growth and efficiency
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By addressing the limitations of the previous tax system, GST aimed to create a more business friendly environment

and improve overall tax compliance.

Impact of GST on Businesses

The Goods and Services Tax has changed the way businesses run in India. Some of the areas that have been affected
by GST include pricing, supply chain management, accounting methods, and compliance issues. Under GST, all
businesses are supposed to adopt a standardized tax regime and ensure that all their digital documents are properly
filed.

Some of the benefits that businesses have experienced include the provision of ITC that enables businesses to claim
credit for taxes paid on goods purchased. GST has also eased interstate trade transactions because there are no
obstacles in the supply chain.

Besides the advantages, businesses face some challenges due to the implementation of GST in India. Small and
medium businesses find it difficult to comply with the changing compliance requirements and the use of electronic

documentation. GST was developed in order to overcome the drawbacks of the former tax system.

Need for the Study

In spite of having been in operation for a number of years, there remain numerous impacts of GST on business that
keep changing. The reforms have led to improvements within the structure; there remain many issues that arise due

to the introduction of the tax system.

This study is critical for gaining an understanding of the impact that the new tax system has had on various aspects

of business such as costs and operations.

Literature Review

1. Suryanarayana, K. N. (2024)

Suryanarayana, K. N. (2024). The impact of GST on Indian businesses: A comprehensive review. International
Journal of Research in Commerce and Management Studies.

The paper mainly focuses on providing a broad review of GST implementation in India and highlights its role in
simplifying the indirect tax system. It concludes that GST has reduced tax cascading and improved transparency, but

compliance complexity still remains a concern for businesses.

2. Kashyap, A. (2025)

Kashyap, A. (2025). The impact of GST on small businesses in India: A comprehensive analysis. SSRN.
The study focuses on small businesses and finds that GST has improved tax transparency and market integration.
However, it also notes that small enterprises face higher compliance costs and require better awareness and support.
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3. Rai, A., & Upadhayay, Y. (2025)

Rai, A., & Upadhayay, Y. (2025). Impact of GST on financial performance and compliance of SMEs.
The paper mainly focuses on how GST has improved operational efficiency but increased compliance burden. It also

points out issues related to delays in Input Tax Credit affecting business liquidity.

4. Upadhyay,
M., & Gupta, Y. (2024)

Upadhyay, M., & Gupta, Y. (2024). Impact of GST adoption on small-scale businesses in India. European Economic
Letters.

The study analyzes factors influencing GST adoption and concludes that while GST offers benefits, its complexity
and technical requirements create adoption challenges for small businesses.

5. Basu, D., & Banerjee, S. (2020)

Basu, D., & Banerjee, S. (2020). GST reform and its implications for SMEs in India. Economic and Political Weekly.

This study explains how GST has improved supply chain efficiency and reduced duplication of taxes. However,

SMEs continue to struggle with compliance and understanding GST procedures.

6. Vijnana, A. (2024)

Vijnana, A. (2024). Impact of GST on economic growth in India.
The study finds a positive relationship between GST implementation and economic growth, highlighting improved

tax collection and better compliance as key drivers.

7. Singh, U. (2024)
Singh, U. (2024). Impact of GST on Indian businesses

This research emphasizes GST’s role in creating a unified national market and improving transparency. It also notes

that businesses operating across states benefit significantly.

8. Government of India, Ministry of Finance (2023)
Ministry of Finance. (2023). GST reforms and revenue trends in India.

Government data shows steady growth in GST collections, indicating improved compliance and formalization of the

economy. It also reflects the increasing efficiency of the tax system

9.  GST Council (2024)

GST Council. (2024). GST annual report and policy updates.
This report highlights policy improvements, rate rationalization, and simplification measures undertaken to improve

GST implementation and reduce compliance burden.
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10. Deloitte India (2023)
Deloitte. (2023). GST@6: A journey towards transformation.

Deloitte’s report states that GST has improved supply chain efficiency to a noticeable, reducing transit time and

operational costs for businesses.

11.  EY India (2023)

EY India. (2023). GST evolution in India: Impact and future outlook.
Above study highlights that GST has enhanced ease of doing business but still requires simplification in compliance

procedures and reduction in rate complexity.

12.  PwC India (2022)

PwC. (2022). GST: Driving tax transformation in India.
PwC notes that GST has increased transparency and digitization in taxation, leading to better reporting and reduced

tax evasion

13. Reserve Bank of India (2023)

Reserve Bank of India. (2023). Annual report on Indian economy.

The RBI report indicates that GST has contributed to better tax compliance and improved fiscal stability, supporting
overall economic growth.

14. ClearTax (2025)

IClearTax. (2025). Impact of GST on businesses in India

The article explains practical challenges faced by businesses such as compliance burden, multiple tax slabs, and

frequent regulatory changes.

15. NITI Aayog (2023)

NITI Aayog. (2023). Indirect tax reforms and economic development in India.

The report highlights GST as a key reform that has improved economic integration and strengthened India’s position
as a unified market

Research Methodology
Research Design

The use of secondary data is considered appropriate for this study as GST is a nationwide reform, and large-scale
trends are better understood through aggregated reports rather than individual-level data. The current study will apply
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a descriptive and analytical research approach for analyzing the effects of GST on the operation of businesses in

India.

The descriptive part of this research is concerned with defining the nature of GST, discussing its characteristics and
functions within the Indian taxation system. The analytical component refers to an assessment of the influence of
GST on the operation of businesses in terms of cost-effectiveness and process-related implications.

This research design fits the scope of the study well as the analysis does not imply a determination of causal

relationships between variables.

Nature of the Study

The study is qualitative in nature and is based entirely on secondary data.

It focuses on interpreting and analyzing information collected from various reliable sources rather than conducting
primary surveys or field research. Wherever required, relevant numerical data such as GST revenue trends and
industry statistics have been used to support the analysis.

Focusing on interpretation and analysis of information obtained from various sources. However, wherever relevant,
supporting quantitative data such as industry growth figures and market statistics have been used to strengthen the

analysis.

Sources of Data

The data used in this study has been collected from credible and publicly available sources to ensure accuracy and

reliability. The key sources include:

Government Reports: Publications by the Ministry of Finance, GST Council, and Economic Survey
Regulatory Bodies: Reports from Reserve Bank of India (RBI) and NITI Aayog

Industry Reports: Studies by Deloitte, EY, and PwC

Academic Journals: Research papers on GST and taxation

Online Databases: Articles from trusted platforms such as ClearTax and ResearchGate

Data Collection Method

The data for this study has been collected through a systematic review of secondary sources.

The process involved:

. Identifying key themes such as GST impact, compliance, and business efficiency
. Reviewing multiple sources to ensure consistency of information

. Extracting relevant data and insights

. Organizing the information into structured sections for analysis
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Special care has been taken to ensure that the data used is recent, relevant, and from reliable sources.

Analytical Approach

The study uses a qualitative analytical approach to interpret the collected data. The analysis is carried out using

the following methods:

. Comparative Analysis: Comparison between pre-GST and post-GST scenarios
. Thematic Analysis: Identification of key themes such as transparency, compliance,
Scope of the Study

The study uses a qualitative analytical approach to interpret and evaluate the collected data. The analysis is

conducted through: The study focuses on analyzing the impact of GST on business operations within the Indian

context.

It covers:

. Changes in tax structure

. Compliance requirements

. Operational efficiency

. Impact on different business sectors

The study is limited to secondary data and does not include detailed company-level financial analysis.

Limitations of the Study

This study has certain limitations as stated below:

o The study is based entirely on secondary data, which may not fully capture real-time challenges faced by
businesses under GST. Primary insights from business owners or professionals are not included.

e The absence of primary research methods such as surveys or interviews limits the ability to understand
practical issues like day-to-day compliance difficulties and user experience with the GST system.

e Theanalysis relies on publicly available data, which may vary in depth, accuracy, and interpretation across
different sources. Some reports may present generalized findings rather than detailed business-level insights.

e GSTisadynamic and evolving tax system, with frequent updates in rules, rates, and compliance procedures.
Therefore, certain observations made in this study may change over time as new reforms are introduced.

e The study focuses on a broad overview of business operations and does not provide an in-depth financial
analysis of specific industries or individual companies.

e Variations in the impact of GST across different sectors, regions, and sizes of businesses may not be fully
captured, as the study is limited to general trends.

e The study does not consider behavioral aspects such as resistance to change or adaptability of businesses,

which may also influence the effectiveness of GST implementation.
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o Limited access to confidential or internal company data restricts a deeper understanding of cost structures and

strategic changes made by businesses after GST implementation.

GST Structure and Its Application in Business Operations

GST Rate Structure and Its Business Implications

The Goods and Services Tax (GST) in India is structured into multiple tax slabs based on the nature of goods and

services. The major slabs include:

0% — Essential goods such as fresh food items

5% — Items of mass consumption like packaged food and transport services

12% and 18% — Standard goods and services (majority of business transactions fall under 18%)
28% — Luxury and sin goods such as automobiles and tobacco

Business Implications:
GST rates directly influence pricing decisions, profit margins, and demand. Businesses are required to classify their
goods and services correctly under the appropriate tax slab, as misclassification can lead to penalties and financial

losses.

For example, a product taxed at 18% instead of 12% can significantly affect its competitiveness in the market.

Application of GST Across Different Business Sectors

GST is applied differently depending on the type of business activity:

Manufacturing Sector
Manufacturers pay GST on raw materials and finished goods. The availability of input tax credit helps reduce the
overall tax burden and prevents double taxation.

Service Sector
GST has replaced service tax and is applied on services such as banking, consulting, and telecom. Most services fall
under the 18% tax bracket.

Trading Businesses
Traders charge GST on sales and can claim input tax credit on purchases. This ensures that tax is applied only on

value addition.

E-commerce Sector

E-commerce operators are required to collect Tax Collected at Source (TCS) and comply with additional reporting

requirements, making GST compliance more structured but also more complex.
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This shows that GST is not just a tax system but a framework that directly affects day-to-day business operations.

GST Compliance Requirements and Business Adaptation

GST has introduced a structured compliance system for businesses. Key requirements include below points:

. GST registration based on turnover thresholds

. Filing of regular returns such as GSTR-1 and GSTR-3B
. Maintenance of digital invoices and records

. Compliance with e-invoicing and e-way bill systems

General threshold:
. %20 lakh (services)
. %40 lakh (goods) (in most cases)

Mandatory registration for:

. E-commerce sellers
. Interstate suppliers
. Certain service providers

Impact on Businesses:
While GST has improved transparency, it has also increased compliance responsibilities. Businesses have had to invest
in accounting systems, software, and professional support to manage GST requirements effectively.

Input Tax Credit (ITC) and Cost Efficiency

Input Tax Credit (ITC) is one of the most significant features of GST. It allows businesses to claim credit for the tax
paid on inputs while calculating their final tax liability. The Input Tax Credit (ITC) mechanism is the backbone of
GST.

. Claim credit for GST paid on purchases

. Deduct this amount from their tax liability

Business Impact:

. Reduces overall tax burden
. Eliminates cascading effect
. Improves cost efficiency

. Enhances competitiveness

Impact of GST on Pricing and Profitability

GST has a direct impact on how businesses determine their pricing strategies. Since GST is included in the final

price, businesses must carefully balance pricing to remain competitive while maintaining profitability.
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In many cases, companies had to restructure their pricing models post-GST to align with new tax rates and maintain
market share.
Working Capital Management under GST

GST affects working capital, particularly due to the timing difference between tax payment and input tax credit

availability.
. Businesses are required to pay GST at the time of supply
. Input tax credit may be received later

This creates a temporary cash flow blockage, which is especially challenging for:
. Small and medium enterprises (SMEs)
. Export-oriented businesses

Interstate Trade and Market Expansion

Under the GST system:
. Intrastate transactions: CGST + SGST
. Interstate transactions: IGST

GST has eliminated multiple state-level taxes, making interstate trade smoother and more efficient.

Business Impact:

. Reduced logistics delays
. No multiple tax barriers
. Easier expansion across states

This has enabled businesses to operate on a national scale without tax-related restrictions.

Growth in GST Collections and Tax Base

Since its implementation, GST has shown consistent growth in tax collections. Monthly GST collections have
frequently crossed Z1.5 lakh crore and even Z1.7 lakh crore in recent periods, reflecting improved compliance and

expansion of the tax base.

This indicates:

. Increased number of registered taxpayers
. Better reporting of transactions
. Strengthening of the formal economy

The growth in GST collections over the years shows how the tax system has gradually stabilized and expanded.
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What becomes noticeable here is not just the increase in numbers, but the consistency after the initial years. Even

wn

with disruptions like COVID, the system recovered quickly. For businesses, this reflects a more stable and predictable

tax environment over time.

Another important shift can be seen in the expansion of the tax base. This shift indicates that more businesses are
now operating within the formal system. While this improves compliance and transparency, it also means that

businesses are under greater reporting and regulatory visibility than before.

Number of
Taxpayers
Pre-GST ~65-70 lakh
Post-GST 1.3+ crore

Source: GST Network (GSTN). (2024). GST registration data and taxpayer base expansion

Category

Destination-Based Tax System

GST isadestination-based tax, meaning that the tax is collected in the state where the goods or services are consumed

rather than where they are produced.

Importance:
Ensures fair distribution of tax revenue
Encourages consumption-based taxation

Simplifies interstate trade

Value Addition Principle

Under GST, tax is charged only on the value added at each stage of production or distribution.
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For Instance:

) Manufacturer adds value — pays GST
. Wholesaler adds margin — pays GST
. Retailer adds margin — pays GST

At each stage, input tax credit is available, ensuring that tax is not charged on the full value repeatedly. This
eliminates the cascading effect of taxes.
Dual GST Model in India

India follows a dual GST model, where both central and state governments have the authority to levy tax.

The components include:

. CGST (Central GST): Collected by the central government
. SGST (State GST): Collected by state governments
. IGST (Integrated GST): Applied on interstate transactions

This model ensures revenue sharing while maintaining uniformity in the system.

Supply under GST

GST is applicable on the concept of “supply”, which includes:

. Sale of goods

. Transfer or exchange
. Lease or rental

. Provision of services

Tax is triggered only when a supply takes place.

GST is governed by three important concepts:

Time of Supply - Determines when the tax liability arises
Place of Supply - Determines whether the transaction is interstate or intrastate

Value of Supply - Determines the amount on which GST is calculated

Operational Impact of GST on Businesses in India

Impact on Procurement and Vendor Selection

GST has changed the way businesses select their suppliers. Under the GST framework, input tax credit (ITC) can be

claimed only when purchases are made from registered vendors.
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Operational Impact:

. Preference for GST-compliant suppliers
. Reduction in unregistered transactions
. Stronger vendor evaluation systems

For instance:
A company purchasing from an unregistered supplier cannot claim ITC, leading to higher cost. Therefore, businesses

now prefer registered vendors.

Impact on Supply Chain Management

GST has improved supply chain efficiency to a noticeable extent by removing interstate tax barriers.

Before GST:
Multiple warehouses across states for tax benefits

Delays due to checkpoints and documentation

After GST:
Centralized warehouses

Faster movement of goods

Operational Benefits:
Reduced logistics cost

Better inventory management and Improved delivery timelines

Impact on Inventory Management

GST has enabled businesses to optimize their inventory strategies. Businesses now maintain inventory based on

demand rather than tax considerations.

Aspect Pre-GST Post-GST
Warehouse structure | State-wise | Centralized
Inventory levels Higher Optimized
Logistics efficiency | Low High

Impact on Pricing and Costing

GST has directly influenced pricing strategies of businesses.
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Operational Impact:

. Transparent pricing structure
. Standard tax rates across states
. Need to revise pricing models

Businesses now focus more on cost efficiency and market competitiveness.

Impact on Working Capital

This is where the impact becomes more practical. While GST improves tax structure in theory, the delay in input
credit creates real pressure on cash flow. For smaller businesses, this is not just a technical issue but an operational

constraint. GST has affected working capital management due to the timing of tax payments and ITC availability.

Key Issues:
Tax paid at time of supply
Delay in input tax credit

Impact:
Temporary cash flow blockage

Increased working capital requirement

Impact on Compliance and Documentation

GST has introduced a structured compliance system, increasing accountability. The shift here is clear. Earlier,
compliance was fragmented. Now it is continuous. Businesses are not just required to pay taxes, but to constantly

report and reconcile data. This changes how internal systems are managed.

Operational Changes:

. Regular return filing

. Digital record maintenance

. E-invoicing requirements
Impact:

. Higher compliance cost

. Need for skilled workforce

. Adoption of accounting software

Impact on Technology Adoption

GST has accelerated digital transformation in businesses.
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Key Changes:

. Use of ERP and accounting software
. Online return filing

. Integration with GST portal

Impact:

. Improved efficiency

. Better data management

. Reduced manual errors

Impact on Business Expansion

GST has enabled businesses to expand operations more easily across states.

Impact:

. Removal of interstate tax barriers
. Uniform tax structure

. Easier market entry

Businesses can now operate at a national level without tax-related complexities.

Quantitative Indicators of GST Impact

GST implementation has led to measurable improvements:
Increase in registered taxpayers to 1.3+ crore

Monthly GST collections crossing 31.5-1.7 lakh crore
Reduction in logistics time (estimated 20—-25% in some sectors)

These indicators reflect improved compliance and operational efficiency.

Sector-wise Impact

Sector Positive Impact Challenges

SMEs ITC benefits, market expansion Compliance burden

Cost reduction, supply chain

Manufacturing Transition challenges

efficiency
E-commerce | Transparency, structured system TCS, compliance
Service Uniform taxation, ease of operation H'ghef tax &
compliance
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Challenges & Future Scope

Compliance Issues under GST

One of the most significant challenges associated with the GST framework is the increased compliance burden on
businesses. Unlike the earlier tax system, GST requires businesses to adhere to a more structured and continuous
compliance process. This includes timely registration, periodic return filing, accurate invoice matching, and proper
maintenance of digital records. Businesses are also required to ensure that all transactions are correctly reported to

avoid discrepancies.

For many organizations, especially small and medium enterprises (SMEs), managing these requirements has been
challenging. The need to file multiple returns such as GSTR-1 and GSTR-3B, along with strict deadlines, has
increased administrative responsibilities. Additionally, non-compliance or errors in filing can lead to penalties,
further adding to operational pressure. As a result, many businesses have had to rely on professional assistance such

as chartered accountants or tax consultants, leading to an increase in compliance costs.

Although GST has improved transparency and accountability in the taxation system, the complexity of compliance
procedures remains a concern. Simplifying these processes is essential to ensure that businesses can focus more on

operations rather than regulatory requirements.

Awareness Gaps among Businesses

Another important challenge in the effective implementation of GST is the lack of adequate awareness and
understanding among businesses. While large organizations have been able to adapt relatively quickly due to better

resources and expertise, many small businesses still face difficulties in understanding GST provisions and procedures.

Frequent updates and changes in GST rules have further added to the confusion. Businesses often struggle with aspects
such as correct classification of goods and services, applicability of tax rates, and proper utilization of input tax credit.

Inadequate knowledge in these areas can lead to incorrect tax filing, loss of eligible credits, and potential penalties.

This gap in awareness highlights the need for continuous education and training initiatives. Government authorities and
industry bodies need to focus on simplifying communication and providing clear guidance to ensure that businesses
can comply effectively. Improving awareness will not only enhance compliance but also increase the overall efficiency
of the GST system.

System and Technological Challenges

GST is designed as a technology-driven tax system, with all processes being carried out through an online platform.
While this digital approach has improved transparency and efficiency, it has also introduced certain technical
challenges for businesses.

Issues such as portal glitches, slow processing speeds, and technical errors during return filing have been reported,
particularly during peak filing periods. These challenges can delay compliance and create uncertainty for businesses.
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Additionally, delays in processing refunds, especially for exporters, can lead to cash flow problems and affect

working capital management.

For smaller businesses, adapting to digital systems has also been a challenge, as it requires investment in technology
and training. Although the system has improved over time, there is still a need for continuous technological upgrades
to ensure reliability and ease of use.

Future Scope of GST in India

Despite the challenges, GST holds significant potential for further improvement and development. The system is
continuously evolving, with the government and GST Council introducing reforms to address practical issues faced

by businesses.

One of the key areas of future improvement is the simplification of the tax structure. Reducing the number of tax
slabs and making classification easier can help minimize confusion and improve compliance. Similarly, simplifying
return filing procedures and reducing the frequency of filings can significantly reduce the compliance burden on

businesses.

Technological advancements also offer opportunities for improvement. Strengthening the GST portal, improving
processing speed, and enhancing data analytics capabilities can make the system more efficient and user-friendly.
Additionally, increasing awareness through training programs and workshops can help businesses better understand

and adapt to GST requirements.

Long-Term Outlook of GST

In the long term, GST is expected to play a crucial role in strengthening India’s economic framework. By promoting
transparency, reducing tax evasion, and encouraging formalization of businesses, GST contributes to a more

organized and efficient economy.

The creation of a unified national market under GST has already improved ease of doing business and facilitated
smoother interstate trade. As the system continues to evolve and improve, it is likely to enhance investor confidence

and support economic growth.

Overall, while GST has certain operational challenges, its long-term benefits outweigh these limitations. With
continuous reforms and improvements, GST has the potential to become a more simplified, efficient, and business-

friendly tax system in India.

Findings, Conclusion and Suggestions

Strong Growth in GST Collections

Year-wise GST Collection (India):

JETNR2606105

Journal of Emerging Trends and Novel Research (www.jetnr.org)



http://www.jetnr.org/

© 2026 JETNR | Volume 4, Issue 6 June 2026 | ISSN: 2984-9276 | JETNR.ORG

Financial GST Collection R Growth
Year Crore)

2017-18 7,40,650 —

2018-19 11,77,368 —

2019-20 12,22,116 3.80%

-7% (COVID

2020-21 11,36,805 i rrf pact)
2021-22 14,83,291 30.50%
2022-23 18,07,680 21.90%
2023-24 20,18,249 11.60%
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Record GST Revenue Performance

FY 202425 GST collections reached 222.08 lakh crore

Average monthly collection: ~%1.8 lakh crore

(source: https://www.pib.gov.in)

Insight:
Shows strong tax base expansion

Reflects increased formalization of economy

Monthly GST Collection Trends

Month
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Sources:

Reuters Report (April 2024 Record GST)
Economic Times GST Data (May 2025)
PIB GST Release (Oct 2025)

Insight:
GST collections consistently above 1.5 lakh crore

Indicates stable economic activity + better compliance

One thing that stands out across all observations is that GST has not affected all businesses in the same way. Larger
firms seem to have adjusted faster due to better systems and resources, while smaller businesses are still in the process
of adapting. This difference is important because it shows that the impact of GST is not uniform, even though the

structure itself is standardized.

Conclusion

. The implementation of GST has successfully replaced a fragmented indirect tax system with a more unified
and structured framework, reducing complexities associated with multiple taxes and improving overall transparency
in the taxation process.

) There has been a significant and consistent increase in GST collections, rising from approximately 7.4 lakh
crore in 2017-18 to over 322 lakh crore in recent years. This reflects not only better tax compliance but also an
expansion of the tax base and increased formalization of the economy.

. The introduction of the Input Tax Credit (ITC) mechanism has played a crucial role in eliminating the
cascading effect of taxes. This has improved cost efficiency for businesses by ensuring that tax is paid only on value
addition rather than the total value at each stage.

. GST has contributed to the creation of a unified national market, allowing businesses to operate seamlessly
across state boundaries. The removal of interstate tax barriers has significantly reduced logistical delays and
improved the movement of goods.

. The reform has had a positive impact on supply chain and inventory management, as businesses are now
able to optimize warehouse locations and logistics networks based on operational efficiency rather than tax
considerations.

. The transition to a technology-driven tax system has increased transparency, improved tracking of
transactions, and reduced the scope for tax evasion. However, it has also required businesses to invest in digital
infrastructure and adapt to new systems.

. Despite these advantages, GST has increased the compliance burden, particularly for small and medium
enterprises. Regular return filing, documentation requirements, and frequent updates in regulations have added to
operational complexity.

. GST has also affected working capital management, as businesses are required to pay tax at the time of
supply while input tax credit and refunds may be delayed. This has created cash flow challenges, especially for SMEs
and exporters.

. Sector-wise analysis indicates that the manufacturing sector has benefited the most due to cost reduction and
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supply chain optimization, while SMEs have faced comparatively higher challenges in adapting to compliance and
technological requirements.

. Operationally, there is a visible improvement in how businesses function after GST. The process has become
more structured, although not necessarily simpler in all cases by eliminating multiple taxes and simplifying the
overall taxation process, allowing firms to focus more on core business activities rather than tax-related complexities.
. The introduction of Input Tax Credit (ITC) has optimized cost structures by ensuring that tax is levied only
on value addition, thereby improving profitability and reducing unnecessary cost burdens.

. GST has transformed supply chain management, enabling businesses to shift from tax-driven decisions to
efficiency-driven strategies. This has led to warehouse consolidation, reduced logistics costs, and faster movement
of goods.

. The removal of interstate tax barriers has facilitated smooth interstate operations, allowing businesses to
expand geographically without facing multiple tax-related restrictions.

. GST has increased the need for structured compliance systems, leading businesses to adopt better accounting
practices, digital tools, and ERP systems, thereby improving overall operational discipline.

. The shift to a digital taxation system has enhanced transparency and real-time tracking of transactions, which
has improved internal control systems within organizations.

. However, GST has also increased operational complexity in compliance, especially for SMEs, due to
frequent return filing, documentation requirements, and continuous regulatory updates.

. The impact of GST on working capital management has been significant, as businesses often face cash flow
challenges due to delays in input tax credit and refunds.

. GST has encouraged businesses to operate within the formal economy, improving accountability and
reducing informal transactions, which has strengthened long-term operational sustainability.

o Overall, GST has led to a more structured, transparent, and efficient business environment, but operational
challenges such as compliance burden and system-related issues still need to be addressed for maximum

effectiveness.

Suggestions

Simplification of Compliance Process

The GST compliance system should be simplified, particularly for small and medium enterprises. Currently, multiple
return filings and procedural requirements increase the administrative burden on businesses. Reducing the number
of returns and making the filing process more user-friendly can help businesses focus more on their core operations.

A simpler compliance structure will also improve voluntary tax compliance and reduce errors.

Reduction in Complexity of Tax Slabs
The presence of multiple GST rate slabs often creates confusion in classification of goods and services. Businesses
sometimes face difficulties in determining the correct tax rate, leading to disputes and compliance issues.
Rationalizing and reducing the number of tax slabs can improve clarity and make the system easier to implement.

This will also help businesses in pricing decisions and reduce classification-related challenges.

Journal of Emerging Trends and Novel Research (www.jetnr.org)
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Improvement in GST Portal and Digital Infrastructure

Although GST is designed as a digital system, businesses still face issues such as portal downtime, slow processing,
and technical errors. These challenges can delay return filing and affect compliance. Strengthening the GST portal,
improving system capacity, and ensuring smooth functioning during peak periods will enhance user experience. A

reliable digital infrastructure is essential for the effective implementation of GST.

Faster Processing of Refunds

Delayed refunds under GST, especially for exporters and input-heavy businesses, create working capital issues.
Businesses often have to block funds until refunds are processed, which affects liquidity. Improving the speed and
efficiency of the refund mechanism will help businesses manage their cash flows better. A faster refund system will

also increase trust in the GST framework.

Increased Awareness and Training

Many businesses, particularly small enterprises, lack complete understanding of GST rules and procedures. Frequent
updates and changes further add to the confusion. Conducting regular awareness programs, workshops, and providing
simplified guidelines can help businesses stay updated. Better awareness will reduce errors, improve compliance,

and increase overall efficiency in the system.

Support for Small and Medium Enterprises (SMES)

SMEs face greater challenges in adapting to GST due to limited financial and technical resources. Providing special
support such as simplified compliance procedures, financial assistance, and access to affordable technology can help
them manage GST requirements effectively. Supporting SMEs is important as they contribute significantly to

employment and economic growth.

Stability in GST Policies
Frequent changes in GST rules, rates, and procedures create uncertainty for businesses. This makes it difficult for
them to plan operations and pricing strategies. A more stable and predictable policy environment will help businesses

adapt better and reduce confusion. Consistency in policies is essential for building confidence among taxpayers.

Encouragement of Technology Adoption

Businesses should be encouraged to adopt digital tools such as accounting software and ERP systems for better GST
compliance. Technology helps in maintaining accurate records, reducing manual errors, and simplifying return filing.
Government support and incentives for digital adoption can further improve compliance efficiency and operational

performance.

Implications of the Study

Implications for Businesses

The findings of this study clearly indicate that GST has significantly changed the operational and financial
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environment for businesses in India. One of the most important implications is the shift towards a more structured
and compliance-driven system. Businesses are now required to maintain proper documentation, ensure accurate

invoicing, and file regular returns, which has increased the importance of systematic record-keeping.

The availability of Input Tax Credit (ITC) has improved cost efficiency by reducing the cascading effect of taxes.
However, to fully benefit from ITC, businesses must ensure that all transactions are properly recorded and aligned
with GST regulations. This has encouraged companies to adopt better accounting practices and integrate digital tools

such as ERP systems and accounting software.

Another key implication is the need for effective working capital management. Since GST is payable at the time of
supply while input credits may be delayed, businesses must carefully manage their cash flows. Additionally, GST
has enabled businesses to expand beyond regional boundaries by simplifying interstate trade, allowing them to

operate more efficiently at a national level.

Overall, GST has pushed businesses towards formalization, improved operational discipline, and greater reliance on

technology, making them more organized and competitive in the long run.

Implications for Government

From the government’s perspective, GST has strengthened the overall tax administration system by improving
transparency and efficiency. The consistent growth in GST collections reflects better compliance and an expanded
tax base. The digital framework of GST has enabled real-time monitoring of transactions, reducing the scope for tax

evasion and improving accountability.

The study also highlights that GST has made revenue collection more stable and predictable, which supports better
fiscal planning and policy-making. However, it also brings the responsibility of maintaining a smooth and business-
friendly system. Issues such as compliance complexity, technical challenges, and frequent policy changes need to be

addressed to ensure effective implementation.

Furthermore, the government needs to focus on increasing awareness and providing support to small and medium
enterprises, which often face difficulties in adapting to GST requirements. Continuous improvements in the GST

portal, simplification of procedures, and stability in policies are essential for building trust among taxpayers.

In the long run, GST provides the government with a strong framework for efficient tax collection and economic

management, provided it continues to evolve based on practical

Implications for the Economy

At the macroeconomic level, GST has played a significant role in transforming the structure of the Indian economy.
By replacing multiple indirect taxes with a unified system, GST has reduced inefficiencies and created a more

integrated and transparent market environment. The removal of interstate tax barriers has facilitated smoother
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movement of goods and services, improved supply chain efficiency and reducing logistics costs. This has contributed
to increased business activity and overall economic growth. The expansion of the tax base and rise in GST collections
indicate a shift towards a more formal economy, which enhances fiscal stability. GST has also improved the ease of
doing business in India by simplifying tax procedures and creating a uniform taxation system across states. This
makes the country more attractive for both domestic and foreign investment. In the long term, GST is expected to
support sustainable economic growth by improving efficiency, increasing transparency, and strengthening the overall

financial system.
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