ISSN 2231-1629
| V&~ \ e
Knewledge)
edorcence

A Half Yearly National Peer-Reviewed & Indexing with SJIF Impact Factor Research Journal

IMPACT FACTOR 8.072

EVALUATING THE IMPACT AND CHALLENGES OF GST
IMPLEMENTATION: A CASE STUDY APPROACH

Mr. Purushottam Kashinath Pawar
Research Scholar, Dept. of commerce,
Dr. Babasaheb Ambedkar Marathwada University Aurangabad.

Abstract:

The introduction of the Goods and Services
Tax (GST) marked a significant shift in the
taxation system, aiming to create a unified tax
structure, reduce tax evasion, and simplify
compliance. However, its implementation has
faced numerous challenges, including
compliance burdens, transitional complexities,
and sectoral impacts. This study evaluates the
impact and challenges of GST implementation
through a case study approach with a sample
size of 100 respondents, including business
owners, tax professionals, and consumers. The
findings highlight both the benefits and
limitations of GST, offering recommendations
for improved effectiveness. This paper aims to
provide an in-depth analysis of how GST has
influenced businesses, government revenue,
and consumer behavior while discussing the
possible reforms required to enhance its
efficiency.
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Introduction:

The Goods and Services Tax (GST) was
introduced in India on July 1, 2017, as a
comprehensive indirect tax aimed at replacing
multiple taxes levied by the central and state
governments. Designed as a destination-based
tax, GST integrates taxes like VAT, service
tax, and excise duty into a single system.
While the primary goal of GST is to simplify
the taxation structure and improve ease of

doing business, its implementation has
presented various challenges, including
administrative hurdles, technological issues,
and compliance costs for businesses,
especially small and medium enterprises
(SMEs).

Since its inception, GST has undergone
multiple amendments and reforms to address
the concerns raised by taxpayers and
businesses. While it has improved tax
collection efficiency and transparency, the
frequent changes in tax rates, compliance
procedures, and IT infrastructure challenges
have posed difficulties for taxpayers. This
paper examines the impact and challenges of

GST implementation, employing a case study

approach based on a survey of 100

respondents from diverse sectors. The research

aims to provide insights into how GST has
influenced businesses and taxpayers and to
identify areas that require policy improvement.

Objectives:

1. To assess the overall impact of GST
implementation on businesses and the
economy.

2. To analyse the compliance challenges
faced by businesses, especially SMEs.

3. To evaluate the effectiveness of the GST
framework in achieving its intended goals.

4. To understand the perception of taxpayers
regarding GST.

5. To suggest policy improvements for better
GST administration.

6. To study the role of digital taxation and its
impact on GST compliance.

Research Methodology:

This study follows a mixed-methods approach,

incorporating both qualitative and quantitative

data collection techniques. The research
includes:

Primary Data Collection: A survey of 100

respondents, including business owners,

accountants, tax consultants, and consumers,
was conducted to gain first-hand insights into
the impact of GST.

Secondary Data Collection: Review of

government reports, scholarly articles, and

case studies on GST implementation.
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Sampling Technique: Convenience sampling
was used to select respondents across different
industries.

Data Analysis: Statistical tools, descriptive
analysis, and thematic categorization were
used to interpret the survey results.

Evaluating the Impact and Challenges of
GST Implementation:

Economic and Business Impact of GST

1.

Increase in Taxpayer Base- The
introduction of GST has significantly
expanded India’s taxpayer base by

bringing more businesses into the formal
economy. Before GST, many small and
medium enterprises (SMEs) operated
outside the tax system due to the
complexity of multiple indirect taxes. With
the uniform tax structure under GST and

mandatory registration for businesses
exceeding the  prescribed  turnover
threshold,  compliance levels have

increased. The use of digital platforms for
tax filing and invoice tracking has further
reduced tax evasion, ensuring a broader
tax base.

Revenue Collection- Initially, GST
implementation led to fluctuations in
revenue collection due to compliance
challenges and adjustments in tax slabs.
However, over time, revenue collections
have stabilized, with monthly GST
revenues often exceeding expectations.
The government’s push for better
compliance through measures like e-
invoicing and stricter enforcement of tax
laws has led to improved tax collection
efficiency. As a result, GST has become a
major source of revenue for both central
and state governments, funding
infrastructure projects and social welfare
programs.

Inflation and Cost Implications- The
early phase of GST implementation saw
inflationary  pressures as  businesses
adjusted to new tax rates, leading to short-
term price increases. However, in the long
run, GST has contributed to price
stabilization by reducing the cascading
effect of multiple taxes. The input tax
credit (ITC) mechanism allows businesses

Compliance
Implementation
1. Technical and Procedural Complexities-

to claim tax credits on purchases, leading
to lower production costs. Over time,
competitive  pricing has  benefitted
consumers by ensuring stable prices for
essential goods and services.

Improved Ease of Doing Business- One
of the most significant advantages of GST
has been the elimination of the cascading
effect of taxation, which previously led to
higher costs for manufacturers and service
providers. By streamlining the tax system,
GST has reduced tax-related complexities,
making it easier for businesses to operate
across multiple states. The simplification
of tax compliance through the Goods and
Services Tax Network (GSTN) has
improved efficiency, reducing logistical
and administrative burdens. As a result,
India’s global ranking in the Ease of Doing
Business Index has improved.

Sectoral Impact- The impact of GST
varies across different sectors. Industries
like e-commerce, logistics, and retail have
benefitted from the uniform taxation
structure, which has simplified inter-state
trade and reduced bottlenecks in supply
chains. The logistics sector, in particular,
has seen a reduction in transportation time
and costs due to the removal of interstate
checkpoints. However, traditional
industries like textiles and real estate faced
initial  disruptions due to  higher
compliance costs and changes in tax rates.
Over time, policy adjustments and
government support measures have helped
these sectors adapt to the GST framework.
Challenges in GST

GST introduced a completely new tax
structure, requiring businesses to transition
from multiple indirect taxes to a unified
system. The initial phase was marked by
confusion and difficulties in understanding
the compliance requirements, such as
multiple return filings, tax classifications,
and invoicing regulations. Businesses had
to invest in new accounting software and
train  employees to handle GST
compliance, leading to increased
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operational costs. Many small businesses,
especially those unfamiliar with digital tax
filing,  struggled  with  procedural
complexities.

E-invoicing and GSTN Portal Issues-
The GST Network (GSTN) was introduced
as a digital platform to facilitate tax filing,
invoicing, and compliance monitoring.
However, during the initial rollout,
technical glitches, system crashes, and
slow processing speeds created difficulties
for taxpayers. The mandatory
implementation  of  e-invoicing  for
businesses beyond a certain turnover
threshold also posed challenges, as
companies had to upgrade their billing
systems to comply with the new
requirements.  Although improvements
have been made, system downtimes and
issues with auto-population of data in
returns still create compliance hurdles.
Frequent Changes in Tax Rates and
Rules- One of the biggest concerns for
businesses has been the frequent
modifications in GST rates, return filing
procedures, and compliance rules. Since its
implementation, the GST Council has
made numerous changes to tax slabs,
exemptions, and compliance deadlines,
often creating confusion among taxpayers.
Frequent policy shifts have led to
uncertainty, requiring  businesses to
constantly update their billing and taxation
systems, adding to compliance burdens.
Stability in tax policies is essential to
ensure better adherence and ease of
compliance.

Challenges for Small Businesses- Small
and Medium Enterprises (SMEs) have
faced disproportionate challenges in
adapting to GST due to limited financial
and technical resources. Many SMEs
struggle with digital literacy, making it
difficult to navigate the GSTN portal and
comply with mandatory filings. The
requirement for monthly and quarterly tax
filings adds to the administrative burden.
Although the composition scheme was
introduced to ease compliance for small
businesses, its restrictions on inter-state

Impact on SMEs and

trade and input tax credit (ITC) benefits
limit its usefulness.

Input Tax Credit (ITC) Delays- A major
advantage of GST is the Input Tax Credit
(ITC) mechanism, allowing businesses to
claim credits for taxes paid on purchases.
However,  businesses  have  faced
significant delays in receiving ITC
refunds, leading to cash flow constraints.
Many businesses have reported that
blocked ITC refunds negatively impact
working capital, forcing them to arrange
alternative funds to sustain operations.
Additionally, discrepancies in GST returns
between buyers and suppliers often lead to
denial of ITC claims, further complicating
the process.

Industry-Specific

Challenges

1.

Increased Compliance Burden- Small
and Medium Enterprises (SMEs) have
faced significant challenges in adapting to
GST, primarily due to the increased
compliance  burden.  Unlike larger
corporations with dedicated tax teams,
SMEs often lack the resources and
expertise to manage digital tax filing,
invoice generation, and frequent GST
return submissions. The requirement to file
monthly and quarterly returns, along with
maintaining detailed transaction records,
has increased operational costs. Many
small businesses had to invest in
accounting software and professional tax
consultants, adding to their financial strain.
Working Capital Constraints- One of the
biggest issues faced by SMEs under GST
is working capital shortages caused by
delays in Input Tax Credit (ITC) refunds.
Since businesses must pay GST on
purchases upfront and claim ITC later,
delays in processing refunds create
liquidity issues. This is particularly
challenging for SMEs that operate on tight
cash flows. Many small businesses have
reported that they are forced to take loans
or adjust their operations due to blocked
ITC refunds, impacting their overall
financial stability and growth.
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3.

Industry-Specific ~ Disruptions-  The
impact of GST has varied across different
industries. Real estate initially faced
disruptions due to changes in tax rates and
new compliance requirements, affecting
housing sales and pricing. Textiles, a
labor-intensive  sector  with  many
unregistered businesses, struggled with
higher tax rates and compliance
challenges. Logistics and transportation,
on the other hand, benefitted from GST as
it eliminated inter-state tax barriers,
reducing transit delays. However, the need
for digital record-keeping posed challenges
for small transport operators. Each sector
has had to adjust differently to the GST
framework, with some benefiting while
others facing initial struggles.
Competition with Larger Businesses-
GST has created a more structured tax
environment, but it has also increased
competition between SMEs and large
corporations. Larger enterprises have the
financial capacity to invest in automated
compliance systems and professional tax
consultants, giving them an edge in tax
management. In  contrast, SMEs,
struggling with compliance costs, have
faced difficulties in maintaining profit
margins.  Additionally, many small
businesses that previously operated
informally had to register under GST,
exposing them to higher tax liabilities,
making it harder to compete with bigger,
well-equipped players in the market.

Consumer Perspective on GST

1.

Price Changes- The impact of GST on
consumer prices has been mixed. While
the elimination of cascading taxes reduced
prices for several goods and services,
others experienced tax hikes due to new
GST slabs. Essential goods like food
grains and dairy products were either
exempted or placed under lower tax slabs,
making them more affordable. On the
other hand, items such as automobiles,
tobacco, and luxury goods faced higher tax
rates, increasing their prices. Services such
as mobile bills, insurance, and restaurant
dining also saw price fluctuations due to

tax rate adjustments. The overall consumer
reaction has varied depending on the type
of product or service they purchase.

2. Transparency in Taxation- One of the
key benefits of GST for consumers is
improved tax transparency. Under the
previous tax system, multiple indirect
taxes, such as VAT, service tax, and excise
duty, were embedded in the final price,
often leading to hidden costs. With GST,
consumers can now see the exact tax
amount on invoices, ensuring greater
clarity in pricing. The uniform taxation
structure has reduced discrepancies in tax
rates across states, making it easier for
consumers to understand and compare
prices. However, there are still concerns
about unethical profiteering, where some
businesses have not passed on tax benefits
to consumers.

3. Consumer Awareness- Despite GST’s
impact on daily expenses, many consumers
remain unaware of how GST affects
pricing and their purchasing power. A lack
of awareness leads to confusion, especially
when businesses fail to clearly display
GST charges. Some consumers mistakenly
assume that GST is an additional tax rather
than a replacement for multiple previous
taxes. The government has made efforts to
educate the public through awareness
campaigns, but misconceptions persist.
Enhancing consumer education through
better labeling, receipt breakdowns, and
public awareness initiatives can help
bridge this knowledge gap.

Conclusion:

The implementation of GST has brought about

significant structural changes in the Indian

taxation system, improving transparency and
compliance while posing challenges related to
digital infrastructure, procedural complexities,
and compliance costs. Despite initial hurdles,
GST has streamlined tax administration and
enhanced revenue collection. However, further
reforms, simplifications in tax filing, and
stability in tax policies are needed to optimize
its benefits. Policymakers should focus on
addressing SMEs’ concerns, ensuring timely
refunds, and enhancing digital infrastructure
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for seamless compliance. Additionally, greater
consumer awareness programs can help
taxpayers understand the benefits of GST
more effectively.
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