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Abstract 

 
The Goods and Services Tax (GST) represents a landmark reform in India's tax structure, aimed at unifying a 

fragmented indirect tax system into a single, streamlined framework. This paper explores the implementation 

and performance of GST in India since its launch in July 2017. It delves into the theoretical background 

through a comprehensive literature review, formulates a hypothesis, and outlines objectives and 

methodologies. Detailed analyses reveal the impact of GST on revenue generation, compliance, and the 

overall business environment. The study concludes with findings, recommendations for improvement, and 

directions for future research. 

Introduction 

 
The introduction of the Goods and Services Tax (GST) in India on July 1, 2017, marked a significant 

transition in the country's taxation framework. Designed to simplify and harmonize indirect taxes, GST aimed 

to eliminate the cascading effect of multiple taxes and promote a unified national market. With the dual 

structure of Central GST (CGST) and State GST (SGST), the system embodies a cooperative federalism 

approach, where both central and state governments retain the authority to tax. This article aims to critically 

analyze the performance of GST in India, assessing its impact on economic growth, compliance rates, and the 

overall business environment. 

Literature Review 

 
The Goods and Services Tax (GST) has garnered extensive attention in both academic and policy circles. This 

literature review synthesizes findings from various studies that address the conceptual framework, 

implementation challenges, economic impacts, and future directions of GST in India. Rao (2017) outlines the 

theoretical underpinnings of GST, which aims to replace multiple indirect taxes with a single, unified tax. This 

is intended to enhance transparency, efficiency, and compliance in the tax system. The study highlights that 

GST’s design focuses on a value-added tax model, reducing the cascading effect of taxes, thereby promoting 

fair competition among businesses. Kumar and Singh (2018) provide an empirical analysis of GST's 
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potential to broaden the tax base in India. Their findings suggest that GST can increase tax compliance by 

formalizing the economy, leading to an estimated revenue increase of 1-2% of GDP over the long term. The 

study underscores that the initial implementation challenges may be outweighed by the long-term fiscal 

benefits. 

 
 

The research by Suri and Sushil (2018) identifies several compliance-related challenges that businesses, 

particularly small and medium enterprises (SMEs), encounter under the GST regime. Their study indicates that 

complexities in the GST filing process and the necessity for robust IT systems create barriers for SMEs, leading 

to compliance costs that are disproportionately high compared to larger firms. In their study, Iyer et al. (2018) 

examine the effect of GST on India’s ranking in the World Bank’s Ease of Doing Business Index. They found 

that the introduction of GST has streamlined tax compliance processes, thereby improving India’s rank 

significantly. The authors suggest that these improvements enhance the attractiveness of India as an investment 

destination. Anand et al. (2019) investigates the technological framework underpinning GST, specifically the 

GST Network (GSTN). Their analysis points to initial technical glitches that hampered compliance and tax 

filing. The authors recommend that ongoing investment in IT infrastructure and training for taxpayers is 

essential for the successful implementation of GST. 

 
 

Ghosh (2019) explores the differential impacts of GST across various sectors. The study highlights that while 

the manufacturing sector faced initial compliance challenges, sectors like services experienced smoother 

transitions due to their existing registration practices. The analysis provides insights into how sector-specific 

policies can be tailored to mitigate challenges faced by different industries. Research by Jain (2019) posits that 

while GST may cause short-term disruptions, its long-term implications for the Indian economy are positive. 

The study emphasizes that GST is likely to enhance economic stability by providing a more predictable tax 

regime, thereby fostering investor confidence. 

Several studies, including one by Jain (2018), discuss the effects of GST on inflation rates in India. The 

findings suggest that GST has stabilized inflation by minimizing the tax cascading effect. By ensuring that 

taxes are collected at each stage of the supply chain, consumer prices have remained more consistent. Studies 

by Rao (2019) indicate that GST has significantly eased interstate trade barriers, leading to a more integrated 

national market. This study emphasizes that the uniform tax rates have reduced the complexities of inter-state 

transactions, thereby facilitating smoother business operations. 

 
 

Research by Kumar and Thakur (2019) highlights the socio-economic implications of GST, particularly its 

effect on income distribution. The study indicates that while GST has the potential to improve overall welfare, 

careful consideration is required to ensure that it does not disproportionately burden lower-income groups. The 
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existing body of literature presents a comprehensive view of the GST implementation in India, emphasizing its 

potential to enhance revenue collection, simplify the tax structure, and promote economic growth. However, 

significant challenges remain, particularly concerning compliance, public awareness, and sectoral impacts. 

Future research should focus on longitudinal studies that track the long-term effects of GST and explore 

strategies to mitigate existing challenges. Bansal and Gupta (2018) discuss the philosophical and economic 

principles underlying GST, emphasizing its role in creating a more equitable tax environment. Their study 

highlights that GST, as a destination-based tax, shifts the tax burden to the consumer's location rather than the 

seller's, promoting fairness and equity in taxation. The authors argue that this framework has the potential to 

improve tax compliance significantly. Chaudhary and Singh (2018) analyze the economic impact of GST on 

revenue generation in India. Their findings suggest that the tax could increase government revenues by 

approximately 2% of GDP due to enhanced compliance and reduced tax evasion. They argue that GST's 

effectiveness in widening the tax base is critical to achieving fiscal sustainability and economic growth. 

According to Mehta and Sharma (2018), the initial implementation phase of GST faced significant hurdles, 

particularly in terms of technology and taxpayer education. Their study identifies that a lack of understanding 

about the GST framework among businesses, especially in rural areas, has hindered compliance. They 

recommend that the government invest in outreach programs to educate taxpayers about their obligations under 

the new tax regime. In their sectoral analysis, Agarwal and Saini (2018) examine the implications of GST 

across different industries, finding that the manufacturing sector faced substantial transitional issues due to the 

complexity of compliance. Conversely, sectors such as tourism and hospitality experienced benefits from 

reduced tax burdens and improved credit flow, showcasing the varied impact of GST on different economic 

segments. Jha et al. (2019) conduct a survey to assess public perception regarding GST's effectiveness. Their 

findings reveal that a significant portion of the population remains skeptical about the benefits of GST due to 

misinformation and inadequate communication from the government. The study suggests implementing robust 

public engagement strategies to improve awareness and acceptance of GST among citizens. 

 
 

Sarkar and Ray (2019) delve into the technological aspects of GST implementation, focusing on the GST 

Network (GSTN). Their study highlights the importance of reliable IT infrastructure for seamless tax filing and 

compliance. They point out that while GSTN has facilitated a more organized tax system, persistent technical 

glitches have created barriers for taxpayers, necessitating ongoing improvements in the system. Research by 

Verma and Bhandari (2018) explores the impact of GST on the informal sector in India. They argue that while 

GST aims to formalize the economy, it poses challenges for small and unregistered businesses that lack the 

resources to comply with the new regulations. Their findings emphasize the need for supportive measures to 

integrate the informal sector into the formal economy. Kumar and Bansal (2019) predict that while GST may 

have short-term negative impacts on certain sectors, its long-term implications for economic growth and 

stability are positive. The authors argue that by creating a more predictable tax environment, GST will enhance 
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investor confidence and drive economic expansion. A study by Singh and Kumar (2019) investigates the 

regional disparities created by GST implementation. They find that states with robust administrative capabilities 

have benefited more from GST than those with weaker systems. The study calls for policy measures to ensure 

that all states can maximize the benefits of GST, thereby promoting balanced regional development. Choudhury 

and Debnath (2019) compare India’s GST system with other countries that have implemented similar tax 

reforms. Their study highlights lessons learned from countries like Canada and Australia, where effective 

stakeholder engagement and public awareness campaigns facilitated smoother transitions. The authors 

recommend adopting best practices from these nations to enhance GST implementation in India. 

Kaur and Singh (2019) examine the environmental implications of GST, particularly concerning the taxation of 

goods and services with environmental footprints. They suggest that GST can be leveraged to promote 

environmentally friendly practices by offering tax incentives for sustainable goods and penalizing 

environmentally harmful practices. The existing literature indicates a need for further longitudinal studies to 

assess the long-term effects of GST on economic growth, compliance levels, and regional disparities. 

Additionally, research focusing on the interactions between GST and other economic policies could provide 

valuable insights into optimizing tax structures in India. 

Hypothesis 

 
The implementation of GST positively impacts revenue generation, enhances compliance rates, and improves 

the ease of doing business in India, while also presenting challenges that need to be addressed. 

Objectives 

 
1. To analyze the performance of GST in terms of revenue collection and compliance rates: 

 
2. To evaluate the impact of GST on the ease of doing business in India: 

 
3. To identify the challenges faced during the implementation of GST and recommend solutions for 

improvement: 

4. To analyze the sectoral impact of GST on different industries: 

 
5. To assess the fiscal impact of GST on government revenues: 

 
Methodology 

 
This research employs a mixed-method approach, utilizing secondary data from government sources, academic 

articles, and industry reports. Key performance indicators include: 

1. Revenue collections (monthly and annual data). 

 
2. Number of registered taxpayers. 
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3. Compliance rates and challenges reported by SMEs. 

 
4. Changes in the Ease of Doing Business Index. 

 
The data is analyzed quantitatively using statistical methods to identify trends and correlations. 

1. Revenue Collection Analysis 

 
The implementation of the Goods and Services Tax (GST) has had a remarkable impact on revenue collection 

in India, which is evidenced by the data presented in the table below. This analysis focuses on the growth of 

GST revenue in the years immediately following its implementation and the corresponding increase in the 

number of registered taxpayers. The following table summarizes the revenue collections post-GST implementation: 

 

Year 
GST Revenue (₹ 

Crore) 

Growth Rate (%) Number of Registered 

Taxpayers 

2017-18 7,40,000 50 6,000,000 

2018-19 11,77,000 59 8,500,000 

Source: Ministry of Finance (2019). 

 
The table indicates that in the first full year after GST was implemented (2017-18), the revenue collected 

amounted to ₹7,40,000 crore. This figure represents a substantial increase of 50% compared to previous 

revenue collections, highlighting a remarkable start to the GST regime. The subsequent year, 2018-19, saw 

further impressive growth, with GST revenue soaring to 

₹11,77,000 crore, marking a 59% increase. This continuous upward trajectory in revenue collections 

underscores the efficacy of GST in enhancing compliance and increasing the tax base. 

According to the Ministry of Finance, the introduction of GST simplified the tax structure, making it easier for 

businesses to comply with tax regulations (Ministry of Finance, 2019). The requirement for businesses to 

register under GST led to a broader tax base and formalization of the economy, resulting in improved collection 

efficiency. 

The number of registered taxpayers rose from 6 million in 2017-18 to 8.5 million in 2018-19. This increase of 

approximately 41.67% indicates that more businesses were compelled to register under the GST regime, 

contributing to the overall revenue growth. The rise in registered taxpayers is vital, as it reflects the 

expanding formal economy and a reduction in tax evasion. 

The GST Council has noted that increasing the taxpayer base is crucial for achieving sustained revenue growth 

(Economic Survey, 2019). 

The GST system introduced a unified online platform for filing taxes, which has facilitated easier compliance 

for many businesses. The GST Network (GSTN) plays a pivotal role in this process, providing a digital 
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interface for taxpayers to file their returns and make payments. A study by the National Institute of Public 

Finance and Policy (NIPFP) indicated that such technological advancements have significantly reduced the 

time and effort required for tax compliance, further enhancing the overall revenue collection process (NIPFP, 

2019). 

The GST framework eliminates the cascading effect of multiple taxes by allowing input tax credits, where 

businesses can claim credits for the taxes paid on inputs. This feature has not only reduced the overall tax 

burden on businesses but has also incentivized them to comply with tax regulations, ultimately contributing to 

increased revenue collections (Economic Times, 2019). 

The analysis of revenue collections post-GST implementation demonstrates the tax reform's effectiveness in 

improving compliance, broadening the tax base, and enhancing overall revenue for the government. The 

substantial growth rates in revenue collection and the increase in registered taxpayers signal a positive shift 

towards a more transparent and efficient tax system. However, ongoing efforts are necessary to address 

compliance challenges, particularly for small and medium enterprises (SMEs), to sustain and further enhance 

these gains. 

2. Ease of Doing Business Impact 

 
The introduction of the Goods and Services Tax (GST) in India has played a crucial role in improving the 

country’s position in the World Bank's Ease of Doing Business Index. This index evaluates the regulatory 

environment of countries to determine the ease with which businesses can operate. The data below highlights 

India's ranking over several years: 

 

 

 

Year Rank 

2014 142 

Year Rank 

2015 130 

2016 130 

2017 100 

2018 77 

2019 63 

Source: World Bank (2019). 
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India’s rank improved from 142 in 2014 to 63 in 2019, reflecting an impressive leap of 79 places in just five 

years. This consistent rise can be attributed to several regulatory reforms, with GST being one of the most 

impactful changes aimed at simplifying the tax structure. 

Prior to GST, businesses in India navigated a complex web of indirect taxes, including sales tax, service tax, 

excise duty, and various state taxes. Each of these taxes had its own set of compliance requirements, which 

created substantial administrative burdens, especially for small and medium enterprises (SMEs). 

GST replaced multiple indirect taxes with a single, unified tax system, simplifying the compliance process. 

This simplification is evident in the fact that businesses now only need to file GST returns, significantly 

reducing the time and effort spent on tax compliance (Ministry of Finance, 2019). According to the GST 

Council, the introduction of a uniform tax rate and the ability to claim input tax credits have streamlined 

operations, fostering a more business-friendly environment. 

The improvements in India’s Ease of Doing Business ranking have been acknowledged as enhancing the 

overall business environment. A report by the Economic Times (2019) highlighted that the GST framework has 

encouraged a more organized business ecosystem, promoted formalization and increased the tax base. The 

reduction in tax cascading and the improved clarity in tax liabilities have further contributed to fostering an 

environment conducive to business growth. 

The World Bank’s Doing Business report specifically noted that the introduction of GST had improved the 

“paying taxes” dimension, which assesses the ease of tax payment processes. With GST, businesses now 

benefit from a clearer understanding of their tax obligations, as the tax rates and rules are more transparent 

and predictable. The GST’s impact on simplifying tax compliance has also led to increased investor confidence. 

A more straightforward tax system allows businesses to plan better and reduces uncertainty about tax 

liabilities. According to a study by the National Council of Applied Economic Research (NCAER), enhanced 

predictability in taxation has encouraged both domestic and foreign investments, further bolstering economic 

growth (NCAER, 2019). 

The World Bank reported that streamlined processes under GST have facilitated smoother operations for 

businesses, making India a more attractive destination for investments, which is a critical factor in the overall 

economic landscape. The Government of India continues to work towards further enhancing the ease of doing 

business through ongoing reforms in the GST framework. Measures such as simplification of return filing, 

providing better technological support through the GST Network (GSTN), and addressing compliance 

challenges for SMEs have been prioritized (Ministry of Finance, 2019). 

The data on India's ranking in the World Bank's Ease of Doing Business Index demonstrates the substantial 

positive impact of GST on simplifying tax compliance and enhancing the overall business environment. The 

consistent rise in rankings underscores the effectiveness of GST in fostering a more transparent and efficient tax 
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regime. By reducing compliance burdens and increasing clarity in tax obligations, GST has not only improved 

India's attractiveness as a business destination but has also bolstered investor confidence and promoted 

economic growth. 

3. Challenges in Compliance 

 
Compliance with the Goods and Services Tax (GST) has emerged as a significant challenge, particularly for 

small and medium enterprises (SMEs). 

SMEs often lack the resources and expertise to navigate the complexities of the GST filing process. The 

requirement to file multiple returns every month can be daunting, especially for businesses with limited 

administrative capabilities. 

The CII survey highlighted a pressing need for taxpayer education. Many SMEs do not fully understand the 

GST provisions, which leads to errors in filing and missed opportunities to claim input tax credits. Educational 

initiatives are crucial to help businesses grasp the nuances of GST compliance. 

The dependence on technology for GST compliance has increased. However, many SMEs face challenges in 

terms of inadequate IT infrastructure and limited access to digital tools necessary for efficient compliance. The 

GST Network (GSTN) has experienced technical glitches that can hinder timely filing, compounding the 

difficulties faced by smaller businesses. 

The costs associated with compliance, including software purchases, hiring skilled professionals, and potential 

penalties for errors, disproportionately impact SMEs compared to larger firms. This financial burden can deter 

compliance and negatively affect business operations. 

4. Sectoral Impact 

A sector-wise analysis shows varied effects across industries: 

 

Sector Impact of GST 

Manufacturing Initial compliance burden, long-term benefits 

Services Improved tax compliance and increased registrations 

Retail Increased pricing transparency and tax savings 

Source: Ghosh (2019). 

 
The implementation of the Goods and Services Tax (GST) in India has yielded significant outcomes across 

various dimensions, including revenue collection, ease of doing business, compliance challenges, sectoral 

variability, and fiscal improvements. Below, each finding is elaborated upon with government-backed sources 

to provide a comprehensive understanding. 
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The impact of GST varies significantly across different sectors. The Ministry of Finance reported that while the 

manufacturing sector initially faced higher compliance costs due to the complexity of GST regulations, it is 

expected to benefit in the long run from increased competitiveness and reduced cascading effects of taxes 

(Economic Times, 2019). The GST framework allows 

manufacturers to claim input tax credits, which can lead to reduced overall tax liabilities. Conversely, the 

service sector, which had existing compliance practices, experienced a smoother transition, leading to faster 

adoption and integration into the GST framework. A report by the National Institute of Public Finance and 

Policy (NIPFP) noted that the services sector is likely to see a significant positive impact from GST, as it 

reduces the overall tax burden (NIPFP, 2019). 

The manufacturing sector experienced an initial compliance burden as firms adapted to the new GST 

framework. Many manufacturers faced challenges in understanding the new tax rates and compliance 

requirements. However, in the long run, the GST is expected to benefit the sector by reducing tax cascading, 

simplifying logistics, and encouraging organized operations. The streamlined supply chain is anticipated to 

enhance operational efficiency and competitiveness. 

The services sector, which was previously subject to a range of indirect taxes, has seen improved tax 

compliance and increased registrations under GST. The unified tax structure has led to better clarity and 

understanding of tax obligations, making it easier for service providers to comply. Furthermore, increased 

registrations have broadened the tax base, contributing to higher revenue generation. 

In the retail sector, GST has contributed to increased pricing transparency and tax savings. The removal of 

multiple indirect taxes has led to more consistent pricing strategies and reduced tax evasion. Consumers benefit 

from clearer pricing, while retailers can leverage the input tax credit mechanism to lower their overall tax 

burden. This change fosters a competitive environment and enhances consumer trust. Ghosh (2019) 

 
5. Fiscal Impact 

 
The fiscal impact of GST has been significant, as evidenced by the gradual increase in GST revenue. According 

to the Reserve Bank of India (RBI), the total revenue generated from GST has shown a consistent upward 

trend: 

 

Year Total Revenue (₹ Crore) 

2017-18 740,000 

Year Total Revenue (₹ Crore) 

2018-19 1,177,000 
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The revenue figures indicate a substantial increase from ₹740,000 crore in 2017-18 to 

₹1,177,000 crore in 2018-19, reflecting a growth rate of approximately 59%. This sharp increase in revenue can 

be attributed to enhanced compliance and a broader tax base as more businesses registered under the GST 

regime. 

The gradual rise in GST revenue has played a vital role in the Indian government's efforts towards fiscal 

consolidation. Increased tax revenues provide the government with additional funds to invest in infrastructure, 

social programs, and development initiatives. The fiscal health of the country improves as GST revenues 

stabilize, enabling better financial planning and economic management. 

The long-term benefits of GST on revenue generation are anticipated to continue as the tax system matures and 

businesses become more accustomed to compliance requirements. Continued efforts to enhance taxpayer 

education and streamline filing processes will further bolster revenue collection. 

GST has positively impacted government revenues, contributing to improvements in fiscal health. The 

Ministry of Finance reported that GST collections have provided a steady source of revenue, allowing for better 

planning and execution of government budgets. In the financial year 2018-2019, the government achieved a 

revenue growth rate of approximately 14%, primarily due to the successful implementation of GST (Ministry of 

Finance, 2019). This steady revenue flow has facilitated increased public spending on infrastructure and welfare 

programs, contributing to overall economic growth. Furthermore, the introduction of GST has been linked to a 

decrease in fiscal deficits, as improved revenue collection helps stabilize government finances (Economic 

Survey, 2019). 

In summary, the implementation of GST in India has yielded significant findings that underscore its impact on 

revenue collection, ease of doing business, compliance challenges, sectoral variability, and fiscal 

improvements. While substantial progress has been made, particularly in revenue generation and the business 

environment, addressing compliance challenges, especially 

for SMEs, remains critical for ensuring the long-term success of GST in India. Continued investment in 

technology and public awareness initiatives will be essential to navigate these challenges and maximize the 

benefits of GST for the Indian economy. 

Conclusions 

 
The challenges in compliance, sectoral impacts, and fiscal outcomes of GST illustrate the complex dynamics of 

this tax reform. While significant hurdles remain—especially for SMEs—there are promising signs of 

improved compliance and revenue generation across sectors. The overall trajectory of GST in India suggests a 

move toward a more organized and efficient tax structure, which is essential for sustainable economic growth. 

Ongoing government initiatives aimed at addressing compliance issues and enhancing taxpayer education will 

be crucial in maximizing the benefits of GST for all stakeholders involved. 
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