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Abstract—The Goods and Services Tax (GST) represent
one of the most significant and far-reaching reforms in
India’s indirect tax system. Introduced on 1 July 2017,
GST was designed to replace a complex and fragmented
structure of multiple central and state taxes with a single,
comprehensive, and uniform tax regime. This reform
marked a decisive shift toward simplification,
transparency, and efficiency in taxation, with the
broader objective of creating a unified national market
and strengthening India’s economic integration. Prior to
GST, the indirect tax framework in India consisted of
numerous levies such as excise duty, service tax, value-
added tax (VAT), central sales tax, octroi, and entry tax.
These taxes were imposed at different stages of
production and distribution, often without proper credit
mechanisms, resulting in the cascading effect of taxes.
Such a system increased the cost of goods and services,
distorted pricing, complicated compliance, and created
barriers to inter-state trade. GST sought to address these
structural inefficiencies by subsuming most indirect
taxes into a single tax system applicable across the
country. GST operates as a destination-based tax,
ensuring that tax revenue accrues to the state where
goods and services are consumed rather than where they
are produced. India adopted a dual GST model,
comprising Central Goods and Services Tax (CGST),
State Goods and Services Tax (SGST), and Integrated
Goods and Services Tax (IGST) for inter-state
transactions. This model balances fiscal federalism by
clearly demarcating the taxation powers of the Centre
and the States while maintaining uniformity in tax rates
and procedures. The introduction of multiple tax slabs
further accommodates the diverse socio-economic
structure of the country. A key feature of GST is the
Input Tax Credit (ITC) mechanism, which allows
taxpayers to claim credit for taxes paid on inputs against
their output tax liability. This mechanism eliminates the
cascading effect of taxes, promotes efficient resource
allocation, and encourages value addition. Additionally,

! Ministry of Finance, Government of India, GST
Concept and Status, available at
https://www.cbic.gov.in (last visited June 2026).
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the GST system is supported by a technology-driven
platform, the GST Network (GSTN), which enables
online registration, return filing, and tax payments,
thereby enhancing transparency and reducing the scope
for tax evasion.”

. INTRODUCTION

The Goods and Services Tax (GST) is widely regarded
as one of the most ambitious and transformative tax
reforms in the history of independent India. Introduced
on 1 July 2017, GST marked a fundamental shift in the
country’s indirect taxation system by replacing a
complex and fragmented structure of multiple taxes
with a single, comprehensive, and uniform tax regime.
The reform was aimed at simplifying the tax structure,
enhancing transparency, reducing inefficiencies, and
creating a unified national market, thereby supporting
India’s long-term economic growth and development.
Before the implementation of GST, India’s indirect tax
system was characterized by a multiplicity of central
and state-level taxes such as excise duty, service tax,
value-added tax (VAT), central sales tax, octroi, and
entry tax. Each of these taxes had different tax bases,
rates, and compliance requirements.* The absence of a
seamless credit mechanism led to the cascading effect
of taxes, where tax was levied on tax, inflating prices
of goods and services. Moreover, inter-state
movement of goods was subject to additional levies
and procedural barriers, resulting in delays, higher
logistics costs, and inefficiencies in supply chains.
This fragmented structure posed significant challenges
for businesses and hindered the creation of a common
national market. The introduction of GST was driven
by the need to overcome these structural shortcomings
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and align India’s tax system with global best practices.
GST is a destination-based indirect tax, meaning the
tax is levied at the point of consumption rather than
production. This principle ensures a fair distribution of
tax revenue among states and encourages economic
efficiency. India adopted a dual GST model to
accommodate its federal structure, under which both
the Centre and the States have the authority to levy tax
concurrently. Accordingly, GST comprises Central
Goods and Services Tax (CGST), State Goods and
Services Tax (SGST), and Integrated Goods and
Services Tax (IGST) for inter-state transactions.
Another important aspect of GST is its emphasis on
uniformity and simplicity. By subsuming most indirect
taxes into a single tax framework and standardizing
procedures across states, GST seeks to reduce
compliance costs and improve the ease of doing
business.? The reform is supported by a robust
technology-driven platform, the Goods and Services
Tax Network (GSTN), which enables online
registration, return filing, and tax payments. This
digital  infrastructure  enhances transparency,
minimizes human intervention, and helps curb tax
evasion. GST represents more than just a tax reform;
it is a comprehensive economic reform aimed at
integrating the Indian economy into a single market.
Although its implementation has faced initial
challenges such as compliance complexities and
frequent changes in tax rates, GST has laid a strong
foundation for a more efficient, transparent, and
growth-oriented indirect tax system. As such, GST
stands as a landmark reform that has fundamentally
reshaped India’s taxation landscape and continues to
play a crucial role in the country’s economic
transformation.”

I1. EVOLUTION OF INDIRECT TAX SYSTEM

Before the introduction of the Goods and Services Tax
(GST), India’s indirect tax system was complex and
fragmented, consisting of multiple central and state-
level taxes.® At the central level, major indirect taxes

2 Kelkar Task Force on Indirect Taxes, Report on
Implementation of the Fiscal Responsibility and
Budget Management Act, 2003 (2004).

3 Central Goods and Services Tax Act, 2017 (Act No.
12 0f2017).
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included Excise Duty, which was levied on the
manufacture of goods; Service Tax, imposed on the
provision of services; and Customs Duty, charged on
imports and exports. These taxes operated
independently with different tax bases, rates, and
compliance requirements, often leading to overlapping
taxation. Before GST, India’s indirect tax system
comprised multiple central and state taxes such as
excise duty, service tax, VAT, and octroi. This
fragmented structure caused cascading taxes,
compliance complexity, and trade barriers. The need
for simplification and uniformity led to the evolution
toward GST.#’

2.1. CENTRAL TAXES (EXCISE DUTY, SERVICE
TAX CUSTOM DUTY

Before the implementation of GST, the central
government levied several indirect taxes, mainly
Excise Duty, Service Tax, and Customs Duty. Excise
Duty was imposed on the manufacture of goods within
India, increasing production costs. Service Tax was
charged on specified services, leading to separate
compliance for goods and services. Customs Duty was
levied on imports and exports to regulate trade and
generate revenue. These taxes operated independently
with different rates and rules, often resulting in
overlapping taxation and limited input tax credit. This
fragmented structure increased complexity and
contributed to the inefficiency of the pre-GST indirect
tax system.5

2.2. STATE TAXES (VAT, CST, OCTROI, ENTRY
TAX, LUXURY TAX)
Before GST, state governments levied various indirect
taxes such as Value Added Tax (VAT), Central Sales
Tax (CST), Octroi, Entry Tax, and Luxury Tax. VAT
was imposed on intra-state sale of goods, while CST
applied to inter-state sales. Octroi and Entry Tax were
charged on goods entering municipal or state limits,
causing delays and higher logistics costs. Luxury Tax
was levied on specific luxury goods and services.®
These taxes differed across states in rates and rules,

4 The Constitution (One Hundred and First
Amendment) Act, 2016.

S Union Territory Goods and Services Tax Act, 2017
(Act No. 14 of 2017).

6 State Goods and Services Tax Acts, 2017 (various
states).
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creating lack of uniformity, increasing compliance
burden, and obstructing the smooth flow of trade
within India. The pre-GST indirect tax regime in India
suffered from several limitations and inefficiencies.
The most significant issue was the cascading effect of
taxes, as there was no comprehensive input tax credit
across different taxes, leading to higher prices for
consumers. Multiple central and state taxes with
different laws and rates increased compliance
complexity and administrative burden for businesses.
Inter-state trade was hindered by taxes like CST,
octroi, and entry tax, causing delays and higher
logistics costs. The lack of uniformity across states
also resulted in tax inefficiencies, reduced
transparency, and encouraged tax evasion.

2.3. PROBLEMS AND LIMTIATION OF EARLIER
TAX SYSTEM
The earlier indirect tax system in India suffered from
multiple taxes imposed by both the Centre and States,
leading to complexity and lack of uniformity. It
resulted in the cascading effect of taxes, where tax was
levied on tax, increasing the overall cost of goods and
services. The system involved cumbersome
compliance procedures, limited input tax credit, and
barriers to inter-state trade, ultimately reducing
efficiency and competitiveness in the Indian economy.
The earlier indirect tax system in India was complex,
fragmented, and inefficient, as it comprised numerous
taxes levied separately by the Central and State
governments, such as excise duty, service tax, VAT,
and entry tax. This multiplicity of taxes led to a lack of
uniformity across states and created confusion among
taxpayers. One of the major drawbacks was the
cascading effect of taxes, where tax was imposed on
tax due to the absence of a seamless input tax credit
mechanism, thereby increasing the cost of goods and
services. Compliance procedures were cumbersome,
involving multiple registrations, returns, and
assessments, which increased the administrative
burden, especially for small businesses. The system
also created barriers to inter-state trade due to check
posts and entry taxes, leading to delays and higher

" Sijbren Cnossen, “Goods and Services Tax:

International Experience and Policy Issues,” World
Bank Research Observer (2010).
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logistics costs. Overall, the earlier tax structure
hindered ease of doing business and reduced the
efficiency and competitiveness of the Indian
economy.’

2.4. CASCADING EFFECTS OF TAXES

The cascading effect of taxes refers to the situation
where tax is levied on a product at multiple stages of
production and distribution without allowing full
credit for taxes already paid. Under the earlier indirect
tax system in India, taxes such as excise duty, VAT,
and service tax were charged separately, and input tax
credit was not available across all stages.® As a result,
tax was calculated on a value that already included
previous taxes, increasing the final price of goods and
services. This led to higher costs for consumers,
reduced transparency in taxation, and inefficiencies in
the overall tax structure. The cascading effect of taxes
denotes a phenomenon in which multiple indirect
taxes are levied successively at various stages of
production and distribution without the provision of a
comprehensive input tax credit mechanism. Under the
pre-GST taxation regime in India, levies such as excise
duty, value added tax, and service tax operated in
isolation, thereby preventing the seamless adjustment
of taxes paid on inputs. Consequently, tax liability was
computed on a value that already embodied previously
paid taxes, resulting in a “tax on tax” situation. This
distortion inflated the final price of goods and services,
impaired allocative efficiency, diminished
transparency in taxation, and imposed an inequitable
burden on consumers and businesses alike.®

I11. CONCEPTUAL FRAMEWORK OF GST

The conceptual framework of Goods and Services Tax
(GST) is based on the principle of a comprehensive,
destination-based, and value-added indirect tax
system. GST is levied on the supply of goods and
services at each stage of the supply chain, from
production to final consumption, with credit for taxes
paid on inputs available at every stage. This ensures
the elimination of the cascading effect of taxes. The

8 Empowered Committee of State Finance Ministers,
First Discussion Paper on Goods and Services Tax in
India (2009).

9 Arbind Modi, Goods and Services Tax in India
(LexisNexis, 2015).
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framework integrates multiple indirect taxes levied by
the Central and State Governments into a dual GST
model comprising Central GST (CGST), State GST
(SGST), and Integrated GST (IGST). The GST
Council acts as the apex policy-making body, while
the GST Network (GSTN) provides a technology-
driven platform for registration, return filing, and tax
payments. The conceptual framework of GST is based
on a comprehensive, destination-based value added
tax levied on the supply of goods and services. It
integrates multiple indirect taxes into a dual structure
of CGST, SGST, and IGST, allowing seamless input
tax credit and eliminating the cascading effect of
taxes.”

3.1. MEANING AND DEFINITION OF GST

Goods and Services Tax (GST) is a comprehensive,
destination-based indirect tax levied on the supply of
goods and services at each stage of the value chain. It
is designed to subsume multiple central and state
indirect taxes into a single unified tax structure. GST
allows seamless input tax credit for taxes paid on
inputs, thereby eliminating the cascading effect of
taxes. In India, GST is levied concurrently by the
Central and State Governments in the form of CGST,
SGST, and IGST, ensuring uniformity in taxation
across the country while promoting ease of doing
business and economic efficiency.

3.2. TYPES OF GST

1. CENTRAL GST (CGST)

Central Goods and Services Tax (CGST) is the
component of GST levied by the Central Government
on intra-state supplies of goods and services. It
replaces several central indirect taxes such as excise
duty, service tax, and additional customs duties. CGST
is collected along with State GST (SGST) on the same
transaction, but the revenue is retained by the Central
Government. The provisions relating to CGST are
governed by the Central Goods and Services Tax Act,
2017. CGST enables seamless input tax credit, reduces
the cascading effect of taxes, and promotes uniformity
in the indirect tax system across India. Central Goods
and Services Tax (CGST) is the tax levied by the
Central Government on intra-state supply of goods and
services. It replaces multiple central indirect taxes,
allows input tax credit, and is collected alongside State
GST (SGST), ensuring uniformity, reducing tax
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cascading, and simplifying India’s indirect tax
system.”

2. STATE GST (SGST)

State Goods and Services Tax (SGST) is the portion of
GST levied by the respective State Governments on
the intra-state supply of goods and services. It replaces
various state-level taxes such as Value Added Tax
(VAT), entry tax, luxury tax, and entertainment tax.
SGST is collected simultaneously with Central GST
(CGST) on the same transaction, but the revenue is
retained by the state where the supply occurs. Like
CGST, SGST allows businesses to claim input tax
credit, preventing the cascading effect of taxes. It
ensures uniform taxation across states, simplifies
compliance, and strengthens state revenue collection
under India’s unified GST framework. State Goods
and Services Tax (SGST) is the tax levied by the State
Government on intra-state supply of goods and
services. It replaces state-level taxes like VAT, sales
tax, and entry tax. Collected alongside CGST, SGST
revenue goes to the respective state. It allows input tax
credit, reduces the cascading effect of taxes, ensures
uniformity in the indirect tax system, and strengthens
state revenue while simplifying compliance for
businesses across India.”

3.INTEGRATED GST (IGST)

Integrated Goods and Services Tax (IGST) is the tax
levied by the Central Government on inter-state supply
of goods and services and on imports into India. It
ensures seamless flow of credit between states and
avoids the cascading effect of taxes in inter-state
transactions. IGST replaces central and state taxes
previously applicable on inter-state trade, such as
central sales tax and additional duties. The revenue
collected is shared between the Centre and the
destination state. IGST enables businesses to claim
input tax credit for taxes paid on intra-state and inter-
state supplies, promoting uniformity and efficiency in
India’s indirect tax system. Integrated Goods and
Services Tax (IGST) is levied by the Central
Government on inter-state supply of goods and
services and imports into India. It replaces central and
state taxes previously applied to inter-state trade. IGST
ensures seamless input tax credit, prevents the
cascading effect of taxes, and facilitates revenue
sharing between the Centre and destination states. This
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system promotes uniformity, efficiency, and ease of
doing business across India’s indirect tax framework.”

4.GST NEWTWORK (GSTN)

GST Network (GSTN) is a non-profit, private-public
partnership responsible for providing the IT
infrastructure and  services to support the
implementation of Goods and Services Tax (GST) in
India. It facilitates online registration, return filing, tax
payment, and reconciliation for taxpayers, enabling
seamless compliance and transparency. GSTN
connects the Central and State Governments, helping
in the efficient administration and monitoring of GST
collections. By automating processes and maintaining
a robust database, GSTN reduces human intervention,
minimizes errors, and ensures the smooth functioning
of India’s unified indirect tax system, promoting ease
of doing business.

The goods and services tax network (GSTN) are a non-
profit, government-owned IT backbone that manages
the entire GST ecosystem in India. It provides a digital
platform for taxpayers to register, file returns, and
make payments, while enabling government
authorities to monitor compliance efficiently. GSTN
ensures secure data storage, seamless integration, and
real-time analytics, reducing manual errors and fraud.

IV. IMPACT OF GST

The Goods and Services Tax (GST) has significantly
transformed India’s indirect tax system. For
businesses, it simplifies taxation, reduces the
cascading effect, and eases interstate trade through
uniform rates. Economically, GST broadens the tax
base, boosts government revenue, and promotes
formalization, aiding initiatives like “Make in India.”
Consumers benefit from transparent pricing and
standardized tax rates across states. For the
government, GST enables efficient monitoring,
reduced evasion, and seamless revenue sharing
between central and state authorities. While small
businesses face initial compliance challenges, overall,
GST strengthens economic efficiency, transparency,
and integration of India’s market.”

10 Government of India, Economic Survey 201718,
Vol. I, Ministry of Finance.
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4.1. ON BUSINESSES AND INDUSTRIES

The implementation of GST has had a profound
impact on businesses and industries in India. It
simplifies the tax structure by replacing multiple
indirect taxes, reducing compliance complexity. The
input tax credit system eliminates the cascading effect,
lowering production costs. Uniform GST rates and the
IGST mechanism facilitate smooth interstate trade,
expanding market access. Digital filing, e-invoicing,
and GSTN integration enhance transparency and
record-keeping, though small and medium enterprises
initially face adaptation challenges. Overall, GST
promotes efficiency, reduces costs, encourages
formalization, and strengthens competitiveness,
benefiting industries and creating a more organized
business environment across the country.1%”

4.2. ON THE ECONOMY AND TAX REVENUE

The introduction of GST has significantly influenced
India’s economy and tax revenue. By streamlining
multiple indirect taxes into a single system, it reduces
the cascading effect and encourages formalization of
businesses. This leads to a wider tax base and
improved compliance, boosting government revenue.
GST also enhances economic efficiency by facilitating
seamless interstate trade and lowering production
costs. Real-time tracking through the GST Network
helps reduce tax evasion and ensures timely revenue
collection. Overall, GST strengthens fiscal stability,
supports economic growth, and provides the
government with a more predictable and transparent
revenue stream.” The advent of the Goods and
Services Tax (GST) has profoundly reconfigured
India’s economic architecture and fiscal corpus. By
consolidating myriad indirect levies into a singular,
coherent framework, it obviates the pernicious
cascading of taxes, thereby attenuating production
costs and augmenting allocative efficiency. “The
formalization of enterprises under GST expands the
taxable ambit, enhancing compliance and bolstering
government exchequers. The real-time surveillance
facilitated by the GST Network mitigates evasion and
expedites revenue accrual. Moreover, seamless
interstate commerce fosters industrial proliferation.
Collectively, GST engenders fiscal robustness,
revenue  predictability, and  macroeconomic
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transparency, thereby underpinning  sustained
economic expansion and systemic efficiency.

4.3. ON CONSUMERS

The implementation of GST has markedly influenced
consumers in India by fostering price transparency and
uniformity across goods and services. By eliminating
the cascading effect of multiple indirect taxes, it often
reduces the final cost of products. Consumers benefit
from clearly visible tax components on invoices,
enhancing awareness and confidence in transactions.
The uniform tax structure ensures consistent pricing
across states, facilitating easier access to goods
nationwide. Additionally, GST promotes efficient
supply chains, which can improve product availability
and quality.

Overall, it empowers consumers through cost
rationalization, transparency, and a more streamlined
market, enhancing purchasing efficiency and trust.
The advent of the Goods and Services Tax (GST) has
substantively recalibrated the consumer landscape in
India by engendering taxable transparency and
uniformity across commodities and services. By
obviating the pernicious cascading of erstwhile
indirect levies, GST frequently attenuates the terminal
cost of goods, rendering consumption more
economically efficacious. The explicit delineation of
tax components on invoices augments consumer
cognizance and fosters transactional trust. Uniform
taxation across states ensures price parity, facilitating
unhindered access to diverse markets. Moreover,
streamlined  supply chains enhance product
availability and quality. Collectively, GST empowers
consumers through fiscal clarity, equitable pricing,
and augmented market efficiency.

4.4. EASE OF DOING BUSINESS

The implementation of GST has significantly
enhanced the ease of doing business in India by
streamlining the previously fragmented indirect tax
system. By subsuming multiple levies into a single,
uniform tax regime, it reduces administrative
complexity and compliance burden for enterprises.
Digital mechanisms such as online registration, e-
invoicing, and automated return filing simplify
procedural formalities, saving time and resources.
Uniform tax rates and the IGST system facilitate
seamless interstate trade, expanding market
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accessibility. Overall, GST promotes a transparent,
efficient, and predictable business environment,
encouraging investment, formalization of enterprises,
and competitiveness, thereby strengthening India’s
economic infrastructure. The promulgation of the
Goods and Services Tax (GST) has markedly
augmented the ease of doing business in India by
consolidating the erstwhile labyrinthine indirect tax
architecture into a cohesive and uniform fiscal
framework.

The amalgamation of multiple levies mitigates
procedural intricacies and diminishes compliance
exigencies for enterprises. Digital innovations,
including online registration, e-invoicing, and
automated return submission, streamline
administrative formalities, conserving temporal and
financial resources. Uniform tax rates and the
Integrated GST (IGST) mechanism facilitate
unimpeded interstate commerce, enhancing market
fluidity. Collectively, GST engenders a transparent,
predictable, and efficient commercial milieu, fostering
investment, formalization, and sustained economic
dynamism.

V. CHALLENGES IN GST IMPLEMENTATION

The implementation of GST in India has encountered
multifaceted challenges. Technical glitches in the GST
Network (GSTN) initially impeded registration, return
filing, and refund processing. The compliance burden
is significant, particularly for small and medium
enterprises, due to extensive record-keeping and
frequent modifications in rules. Multiple tax slabs
engender classification ambiguities, leading to
disputes and billing complexities. Interstate
coordination posed difficulties, especially in IGST
settlement and revenue apportionment among states.
Additionally, unorganized sectors and small traders
experienced cash flow constraints and operational
disruption.

Despite these hurdles, continuous refinements aim to
enhance efficiency, transparency, and overall system
robustness. The implementation of the Goods and
Services Tax (GST) in India has been fraught with
multifarious impediments. Initial technological
vicissitudes within the GST Network (GSTN)
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hindered registration, return submission, and timely
refunds.!!

5.1. TECHNICAL ISSUES AND GSTN GLITCHES
The rollout of GST in India was significantly
hampered by technical issues and GSTN glitches,
which posed challenges for both taxpayers and
authorities. Frequent system outages, slow processing,
and server errors disrupted registration, return filing,
and refund disbursements. Small and medium
enterprises, lacking digital proficiency, struggled to
navigate the complex online portal, exacerbating
compliance difficulties. Errors in invoice uploading,
reconciliation, and input tax credit claims created
operational  bottlenecks.  Additionally, frequent
software updates and system modifications caused
confusion among users. These technical inadequacies
highlighted the need for robust IT infrastructure,
training, and user support to ensure the smooth
functioning of the GST regime. The inception of GST
in India was profoundly encumbered by technical
infirmities and systemic glitches within the GST
Network  (GSTN), precipitating  substantial
impediments for taxpayers and regulatory authorities
alike. Recurrent server outages, latency in processing,
and transactional errors obstructed registration, return
submission, and timely disbursement of refunds.
Micro, small, and medium enterprises, often deficient
in digital literacy, grappled with navigating the
intricate online portal, exacerbating compliance
exigencies. Discrepancies in invoice uploading,
reconciliation, and input tax credit validation
engendered operational bottlenecks, while incessant
software modifications and updates fomented
procedural confusion. These exigencies underscored
the imperative for resilient IT infrastructure, user
training, and systemic fortification to ensure
efficacious GST administration.

5.2. COMPLAINCE BURDEN FOR SMALL
BUSINESS

The advent of GST has imposed a considerable

compliance burden on small businesses in India. The

requirement for mandatory registration, regular return

filing, and meticulous record-keeping has intensified

% Sumit Dutt Majumder, “GST in India:
Implementation and Challenges,” Economic and
Political Weekly, Vol. 52, No. 40 (2017).
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administrative obligations, often straining limited
human and financial resources. Frequent amendments
in GST rules, coupled with complexities in tax slab
classification and input tax credit reconciliation,
exacerbate operational difficulties. Small and medium
enterprises, particularly those with limited digital
literacy, face challenges in navigating the GST portal
and adhering to stringent deadlines. Consequently,
while GST streamlines taxation at a macro level, it has
introduced procedural intricacies that
disproportionately ~ affect  smaller  enterprises,
impacting efficiency and cash flow. The advent of
GST has engendered a substantial compliance onus
upon small-scale enterprises in India. Obligatory
requisites such as mandatory registration, recurrent
return submission, and scrupulous record maintenance
have amplified administrative  encumbrances,
straining finite fiscal and human capital. Perpetual
amendments in statutory norms, coupled with tax slab
intricacies and complexities in input tax credit
reconciliation, exacerbate operational disquiets. Micro
and small enterprises, often deficient in digital
literacy, encounter formidable challenges navigating
the GST portal and adhering to prescriptive deadlines.

5.3. AWARENESS AND UNDERSTANDING
ISSUES
The introduction of the Goods and Services Tax (GST)
in India marked a monumental reform in the indirect
tax system, aiming to unify multiple state and central
taxes into a single, coherent framework. While the
reform promised efficiency, transparency, and
simplification, its effective implementation has been
significantly hampered by widespread awareness and
understanding issues among taxpayers, businesses,
and even certain governmental authorities. These
issues have emerged as one of the foremost challenges,
particularly affecting small businesses, unorganized
sectors, and rural enterprises, who constitute a large
portion of India’s economy. One primary concern is
the lack of adequate knowledge of GST provisions.
Many business owners, especially in micro, small, and
medium enterprises (MSMEs), are unaware of their
obligations regarding registration, invoicing, return
filing, and payment schedules. GST introduced several
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conceptual changes, such as input tax credit (ITC),
reverse charge mechanisms, composition schemes,
and multiple tax slabs, which are not only new but also
technically intricate.  Misunderstanding  these
provisions often results in incorrect filings, delayed
payments, and even inadvertent non-compliance,
attracting penalties. Another factor contributing to the
problem is the low level of digital literacy among
many taxpayers. GST is heavily dependent on the GST
Network (GSTN) for registration, return filing,
invoicing, and compliance tracking. While this
digitalization streamlines processes for tech-savvy
businesses, small traders and businesses in rural areas
often struggle to operate online platforms efficiently.

Confusion over portal navigation, e-way bill
generation, and reconciliation of invoices adds to the
compliance burden and can discourage proper
adoption of GST procedures. Furthermore, frequent
changes and updates in GST rules and rates have
compounded awareness issues. The GST Council
periodically revises tax rates, procedural norms, and
compliance requirements to address economic and
administrative challenges. While these changes are
necessary, businesses often find it difficult to keep
pace, leading to misapplication of tax rates, incorrect
invoice reporting, and delays in filing returns. This
problem is particularly acute among small businesses
that lack dedicated accounting or legal staff to monitor
regulatory changes.

5.4. STATE LEVEL CHALLENGES

One of the primary concerns for states has been the
fear of revenue loss. Prior to GST, states levied taxes
such as Value Added Tax (VAT), entry tax, luxury tax,
and entertainment tax, which contributed substantially
to their fiscal revenues. With the introduction of GST,
many of these taxes were subsumed into the central
system, and states now rely on the compensation
mechanism guaranteed for five years. However,
uncertainty regarding actual revenue collection, delays
in compensation from the central government, and the
calculation of revenue shortfalls have created
apprehension among state governments, especially
those heavily dependent on indirect taxes for their
budgets.  Another  significant  challenge s
administrative and technological adaptation. State tax
authorities were traditionally accustomed to local tax
structures and processes.
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GST introduced a centralized IT platform (GSTN),
requiring states to integrate their systems with the
national portal for registration, return filing, and
revenue tracking. States faced challenges in terms of
upgrading infrastructure, training personnel, and
ensuring real-time reconciliation of IGST and SGST
collections. Variability in readiness across states,
especially those with limited IT resources, hindered
seamless implementation and created bottlenecks in
tax administration. Interstate coordination also
presents a complex challenge. GST divides taxes into
CGST (central), SGST (state), and IGST (interstate).
Accurate apportionment of IGST and settlement of
cross-state  transactions  requires  meticulous
coordination between state authorities.

Delays, disputes, or errors in revenue sharing can
create fiscal stress and administrative friction. Smaller
states or those with high outbound trade often express
concerns over equitable distribution of IGST revenue.
Furthermore, human resource and capacity constraints
in state tax departments have been exposed under
GST. Training staff to handle new procedures, audit
digital returns, and resolve disputes related to ITC
claims has been a daunting task. The complexity of
GST slabs, exemptions, and compliance requirements
demands specialized expertise, which is not uniformly
available across all states.”

VI. RECENT DEVELOPMENT AND REFORMS

Recent developments in GST have focused on
enhancing efficiency, compliance, and ease of doing
business in India. The GST Council has rationalized
tax rates, reduced multiple slabs and simplified
classification.

Digital innovations like e-invoicing, QR codes, and
automated return  filing have  strengthened
transparency and reduced errors. Measures to expedite
refunds, improve input tax credit utilization, and
integrate e-way bills have eased operational
bottlenecks. Additionally, GST has adapted to
emerging sectors, including e-commerce and services,
ensuring coverage and uniformity. Continuous
reforms aim to streamline compliance, reduce
litigation, and foster a more transparent, predictable,
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and  investor-friendly  taxation  environment

nationwide.12”

6.1. GST COUNCIL DECISIONS

The GST Council, constituted under Article 279A of
the Constitution and chaired by the Union Finance
Minister, serves as the apex body for regulating India’s
Goods and Services Tax. It determines tax rates,
exemptions, and procedural rules, including
registration, invoicing, return filing, and input tax
credit mechanisms. The Council also recommends
measures for state revenue compensation, resolves
intergovernmental disputes, and periodically revises
slabs and compliance norms to enhance efficiency.
Through initiatives like e-invoicing, QR codes, and
simplified filing, GST Council decisions ensure
uniformity, transparency, and fiscal equilibrium
between the Centre and states, while promoting ease
of doing business nationwide. The GST Council,
instituted pursuant to Article 279A of the Constitution
and presided over by the Union Finance Minister,
constitutes the paramount authority for the regulation
and oversight of India’s Goods and Services Tax. It
delineates tax slabs, exemptions, and procedural
mandates, encompassing registration, invoicing,
return submission, and input tax credit protocols. The
Council adjudicates intergovernmental fiscal disputes,
prescribes  mechanisms  for  state  revenue
compensation, and periodically effectuates revisions
in rates and compliance norms. Through initiatives
such as e-invoicing, QR codes, and procedural
simplification, GST Council determinations engender
uniformity, fiscal consonance, and operational
transparency, thereby fortifying the national taxation
architecture and facilitating commercial efficacy.

6.2. RATE RATIONALIZATION

Rate rationalization under GST refers to the
streamlining and simplification of tax rates to reduce
complexity and ensure uniformity across goods and
services. Initially, multiple GST slabs 5%, 12%, 18%,
and 28% created classification ambiguities and
compliance difficulties. The government and GST
Council have undertaken periodic rationalization by
merging or adjusting rates, minimizing disputes and

12 Deloitte, GST in India: A Comprehensive Indirect
Tax Reform, available at https://www2.deloitte.com
(last visited June 2026).
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cascading effects. Essential goods often attract lower
rates, while luxury or sin goods are taxed higher. Rate
rationalization enhances transparency, reduces
litigation, simplifies compliance, and improves ease of
doing business, ensuring that taxation is equitable,
efficient, and conducive to economic growth. This
process begins with a detailed analysis of current
pricing patterns, considering factors like demand
fluctuations, seasonal variations, service levels, and
customer segments. By eliminating arbitrary or
outdated rates, organizations can prevent revenue
leakage, reduce customer confusion, and simplify rate
management. Rate rationalization also helps in
enhancing profitability by ensuring that prices reflect
the true value of services offered while remaining
competitive. Moreover, it improves operational
efficiency by streamlining billing, reducing disputes,
and enabling clearer communication with clients. For
industries like airlines, hotels, or logistics, where
multiple rates exist for similar services, rationalization
ensures consistency across channels and locations.
Overall, rate rationalization is not just a cost-control
measure but a strategic tool that supports sustainable
growth, strengthens customer trust, and fosters long-
term financial stability.*

6.3. DIGITAL INNOVATIONS (E-INVOICING,
QR-CODE)
Digital innovations like e-invoicing and QR codes are
transforming the way businesses operate, making
processes faster, more secure, and highly efficient. E-
invoicing refers to the electronic generation, exchange,
and storage of invoices in a structured digital format.
It eliminates the need for paper-based invoices,
reduces errors, speeds up processing, and ensures
compliance with tax regulations. E-invoicing also
enhances transparency, as both businesses and tax
authorities can track transactions in real time,
minimizing fraud and delays in payments. QR codes
(Quick Response codes) are two-dimensional
barcodes that store information readable by
smartphones and scanners. They are widely used for
payments, product tracking, digital marketing, and
verification purposes. By scanning a QR code, users
can instantly access payment links, websites, product

13 VS. Datey, GST Ready Reckoner (Taxmann
Publications, 2020).
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details, or contact information without manual data
entry. This not only improves convenience but also
reduces human errors and operational costs.

Together, these digital innovations simplify business
operations, enhance accuracy, and foster seamless
customer  experiences. They support faster
transactions, secure data management, and promote a
paperless, environmentally friendly ecosystem. As
more businesses adopt these technologies, e-invoicing
and QR codes are becoming essential tools for
efficiency, transparency, and modern commerce in the
digital era.

6.4. FUTURE ROADMAP

The future roadmap focuses on positioning the
organization for sustained growth, technological
advancement, and enhanced operational efficiency. A
key priority is digital transformation, integrating
technologies such as Al, 10T, blockchain, e-invoicing,
and QR-based solutions. These tools will automate
processes, minimize errors, improve accuracy, and
enable real-time data insights for better decision-
making and strategic planning. Process optimization
will also be emphasized, with standardized workflows,
smart resource allocation, and cloud-based platforms
improving scalability and agility. Initiatives like rate
rationalization, automated billing, and real-time
tracking systems will streamline operations and reduce
operational costs. A customer-centric approach will
guide future strategies. Personalized services, faster
response times, and seamless digital interfaces
including mobile apps and QR-enabled payments will
enhance engagement and satisfaction. Sustainability
and compliance will remain central, with a focus on
environmentally responsible practices, paperless
operations, and adherence to legal and regulatory
standards. Finally, innovation and market expansion
will drive long-term growth. Emerging technologies,
strategic collaborations, and new market opportunities
will strengthen competitiveness and service offerings.
This roadmap ensures the organization remains
adaptive, technologically advanced, and customer-
focused, building a foundation for long-term success
in an increasingly dynamic business environment.”

VII. CONCLUSIONS

In  conclusion, the analysis highlights the
transformative impact of modern business practices,
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technological adoption, and regulatory reforms like
GST on organizational efficiency and economic
growth. Digital innovations such as e-invoicing and
QR codes have streamlined operations, reduced errors,
and enhanced transparency, enabling faster
transactions and better customer experiences.
Similarly, initiatives like rate rationalization ensure
standardized, logical, and competitive pricing,
supporting profitability and operational clarity.”

The implementation of GST has unified the taxation
system, reduced the cascading effect of taxes, and
simplified compliance, creating a transparent
environment for businesses and consumers alike. It has
facilitated economic integration, strengthened revenue
collection, and encouraged formalization across
sectors. Looking forward, the future roadmap
emphasizes continuous digital transformation, process
optimization, customer-centric  strategies, and
sustainable practices. Strategic adoption of emerging
technologies, market expansion, and innovation will
position organizations for long-term success in a
dynamic business landscape.

Overall, the combined effect of technological
advancements, regulatory reforms, and strategic
planning ensures operational efficiency, financial
stability, and enhanced competitiveness.
Organizations embracing these changes are better
equipped to meet evolving market demands, deliver
superior customer value, and contribute to a robust,
growth-oriented economy.

7.1. SUMMARY OF GST’S SIGNIFICANCE

The Goods and Services Tax (GST) is a landmark
indirect tax reform that replaced multiple state and
central taxes with a unified taxation system,
simplifying the tax structure in India. Its primary
significance lies in promoting ease of doing business,
as it eliminates the cascading effect of taxes, reduces
compliance complexity, and provides a single,
transparent framework for the taxation of goods and
services. GST has also contributed to economic
efficiency by integrating the country into a common
market, allowing free movement of goods across states
without multiple tax barriers. This has led to better
price transparency, lower production costs, and
increased competitiveness for businesses. From a
revenue perspective, GST strengthens tax collection
and compliance through digitized processes like e-
invoicing and online filing, reducing evasion and
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broadening the tax base. It encourages formalization
of businesses, especially small and medium
enterprises, by bringing them under the structured tax
regime. Additionally, GST has consumer benefits,
including reduction in the overall tax burden on goods
and services, as well as clarity on the exact tax paid.
Its uniformity fosters simplicity, transparency, and
accountability in the economy.

7.2. BENEFITS VS CHALLENGES

Modern business and digital initiatives offer
significant benefits, but they also come with
challenges that organizations must navigate carefully.

BENEFITS:

Digital innovations like e-invoicing, QR codes, and
automated systems enhance operational efficiency,
accuracy, and transparency. They simplify processes,
reduce paperwork, minimize human errors, and
accelerate transactions. Standardized practices such as
rate rationalization improve pricing clarity and
profitability. Regulatory reforms like GST unify
taxation, reduce the cascading effect of taxes, broaden
the tax base, and promote compliance. Together, these
measures foster better customer experiences, lower
operational costs, and create a more competitive and
resilient business environment.

CHALLENGES: “

Implementing these technologies and reforms can be
complex and resource-intensive. Businesses face high
initial costs, training requirements, and integration
issues with existing systems. Data security, digital
fraud, and compliance risks are ongoing concerns.
Resistance to change among employees or partners
can slow adoption, while technical glitches or
inconsistent internet connectivity may disrupt
operations. Regulatory updates require continuous
monitoring to avoid penalties or errors.”

Digital innovations and regulatory reforms offer
efficiency, transparency, and growth opportunities.
Tools like e-invoicing and QR codes reduce
paperwork, minimize errors, accelerate transactions,
and improve customer experience. Rate rationalization
ensures pricing clarity, while GST unifies taxation,
promotes compliance, and broadens the tax base.
These measures enhance competitiveness and
operational resilience.”
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However, challenges include high implementation
costs, integration complexities, and the need for
employee training. Data security risks, digital fraud,
and resistance to change can hinder adoption.
Continuous monitoring of regulatory updates is
essential to avoid errors or penalties. Balancing
benefits and challenges ensure sustainable, long-term
success.

7.3.GST AS A STEP TOWARDS ECONOMIC
FORMALISATION

The Goods and Services Tax (GST) has played a
pivotal role in formalising India’s economy by
bringing informal and unorganized sectors into the
structured tax system. Prior to GST, multiple indirect
taxes created a fragmented tax regime, encouraging
tax evasion and unregistered business operations.”

By introducing a single, uniform tax structure, GST
simplifies compliance, incentivizes registration, and
reduces opportunities for informal economic activity.
GST’s digital framework, including e-invoicing,
online filing, and automated reconciliation, ensures
transparency and traceability of transactions. Small
and medium enterprises, which traditionally operated
outside formal channels, are now increasingly
adopting GST registration to avail input tax credits and
remain competitive. This integration fosters
accountability, encourages proper record-keeping, and
aligns business practices with regulatory standards.
Furthermore, GST promotes economic formalisation
by broadening the tax base and enhancing revenue
collection, which supports public infrastructure and
social welfare programs. It also facilitates easier
access to formal credit, loans, and government
schemes for registered businesses, creating a more
robust and inclusive economic ecosystem.

7.4. SCOPE FOR IMPROVEMENTS

While reforms like GST, digital innovations, and rate
rationalization have significantly enhanced business
efficiency and transparency, there remains substantial
scope for further improvements. One key area is
simplifying compliance procedures. Despite digital
platforms, many businesses especially small and
medium enterprises find filing, reconciliation, and
reporting processes complex and time-consuming.
One key area is simplification of compliance
procedures. Many small businesses struggle with
filing returns due to complex forms and frequent
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updates in rules. Simplifying return filing, providing
better digital tools, and reducing procedural
redundancies can ease compliance and enhance
participation.  Streamlined  procedures,  better
guidance, and user-friendly interfaces can reduce
compliance burden and errors. Another area is rate
rationalization. Multiple tax slabs create confusion and
increase administrative burden. Streamlining GST
rates can help reduce anomalies, improve
transparency, and prevent classification disputes.
Technology adoption also needs enhancement. While
GSTN provides an online platform, frequent glitches
and slow system updates affect timely filings.
Strengthening IT infrastructure and integrating Al-
based solutions can improve efficiency and error
detection. Additionally, there is scope for better
taxpayer education and support. Awareness programs,
helplines, and proactive guidance can help businesses
understand obligations and reduce inadvertent errors.
Finally, addressing the issue of delayed refunds for
exporters and small enterprises can improve liquidity
and trust in the system.”

REFERENCES

1. STATUTES

[1] The Constitution (One Hundred and First
Amendment) Act, 2016.

[2] Central Goods and Services Tax Act, 2017.

[3] Integrated Goods and Services Tax Act, 2017.

[4] Union Territory Goods and Services Tax Act,
2017.

[5] Goods and Services Tax (Compensation to States)
Act, 2017.

2. BILLS & LEGISLATIVE MATERIALS

[6] The Constitution (One Hundred and Twenty-
Second Amendment) Bill, 2014.

[7] Lok Sabha Secretariat, Statement of Objects and
Reasons: Constitution (122nd Amendment) Bill,
2014.

3. GOVERNMENT REPORTS / OFFICIAL

DOCUMENTS

[8] Empowered Committee of State Finance
Ministers, First Discussion Paper on Goods and
Services Tax in India (2009).

[9] Ministry of Finance, Government of India, Model
Goods and Services Tax Law (2016).

IJIRT 205603

[10] Government of India, Economic Survey 2017-18,
Vol. I.

SECONDARY SOURCES

1. BOOKS

[11] Arbind Modi, Goods and Services Tax in India
(LexisNexis, 2015).

[12]V.S. Datey, GST Ready Reckoner (Taxmann
Publications, 2020).

[13] Girish Ahuja & Ravi Gupta, Systematic Approach
to Goods and Services Tax (Bharat Law House,
2021).

2. JOURNAL ARTICLES

[14] Sumit Dutt Majumder, “GST in India:
Implementation and Challenges,” Economic and
Political Weekly, Vol. 52, No. 40 (2017).

[15] Sijbren Cnossen, “Goods and Services Tax:

International Experience and Policy Issues,”
World Bank Research Observer (2010).

INTERNATIONAL JOURNAL OF INNOVATIVE RESEARCH IN TECHNOLOGY 7514



