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Telangana Council of Higher Education (TGCHE)
Message

It gives me immense pleasure to learn that the Department of Economics,
Government Degree College, Vikarabad, is organizing a National Seminar on “GST
Reforms and Impact on MSMEs and Entrepreneurship” on the 6th and 7th of April
2026.

In the current global economic landscape, academic forums such as these are vital.
They provide a platform for researchers, academicians and students to deliberate on
emerging economic trends and policy frameworks that shape our nation's future.
The role of Government Degree Colleges in fostering such intellectual discourses is
commendable, as it bridges the gap between theoretical knowledge and practical
economic challenges.

The TGCHE remains committed to supporting initiatives that enhance the quality of
higher education and promote a robust research culture across the state. I am
confident that the deliberations made during the two-day seminar will result in
meaningful insights and contribute significantly to the existing body of knowledge
in the field of Economics.

I congratulate the Principal; the Head, Department of Economics; the Organizing
Committee; and the faculty members for their initiative. I wish the seminar a grand
success and hope all participants find the sessions intellectually enriching.

Prof. P. Balakista Reddy
Chairman

Telangana Council of Higher Education



Message from the Vice-Chancellor

It is a matter of great satisfaction to learn that the Department of Economics,
Government Degree College, Vikarabad, is organizing a Two-Day National
Seminar on the theme “GST Reforms and Impact on MSMEs and
Entrepreneurship” on the 06th & 07th of April, 2026.

The Indian economy is currently at a pivotal juncture. As we strive towards the goal
of a $10 trillion economy, the stability and efficiency of our taxation system remain
paramount. The Goods and Services Tax (GST) has moved beyond its nascent
stages of “teething troubles" and has now matured into a sophisticated, technology-
driven framework. However, the true success of such a macro-level reform is
measured by its impact at the micro-level, specifically on our MSMEs and the
burgeoning startup ecosystem.

MSMEs are the cradles of innovation and social inclusion in India. In the context of
the 2026 economic landscape, where digital integration and global supply chain
participation are mandatory, understanding the nuances of GST compliance is no
longer just a legal requirement, but a strategic business advantage. This seminar is
timely, as it addresses the critical need for academic institutions to engage with real-
world economic shifts and provide a platform for evidence-based policy discussion.

I commend the Department of Economics and the leadership of Government Degree
College, Vikarabad, for choosing a theme of national importance. Bringing together
scholars, practitioners, and policymakers to deliberate on these reforms will
undoubtedly foster a deeper understanding of how we can simplify the Ease of
Doing Business for our rural and urban entrepreneurs alike.

I am certain that the deliberations and the research papers presented during this
seminar will offer valuable insights and policy recommendations. I wish the
organizers, the participants and the students a highly successful and intellectually
stimulating seminar.

Prof.L.C.Mallaiah
Vice-Chancellor

Dravidian University ,Kuppam,
Andhra Pradesh, India.



Message from ICSSR-SRC

It gives me immense pleasure to note that the Department of Economics,
Government Degree College, Vikarabad, is organizing a Two-Day National
Seminar on “GST Reforms and Impact on MSMEs and Entrepreneurship” on the
06th & 07th of April, 2026.

The Indian Council of Social Science Research (ICSSR) has always been at the
forefront for promoting evidence-based research that addresses contemporary socio-
economic challenges. The theme of this seminar is particularly relevant in the
current fiscal climate. As India navigates the complexities of a matured GST
regime, it is imperative to critically evaluate how these systemic tax reforms
influence the grass root level of our economy—specifically the MSMEs, which
serve as the primary engine for employment and innovation.

In the year 2026, as we witness the integration of advanced digital compliance and
the expansion of the tax base, social scientists and economists must play a proactive
role. We need to analyze whether these reforms are truly fostering an "Ease of
Doing Business" or if there are structural bottlenecks that require academic
intervention and policy refinement.

The Southern Regional Centre is pleased to support such academic endeavors that
bring together scholars, researchers and practitioners. I am confident that the
deliberations in this seminar will contribute significantly to the existing literature on
fiscal economics and provide a roadmap for empowering small-scale entrepreneurs
in Vikarabad district and beyond.

I congratulate the Principal, Convener, Co-convener and the Faculty of the
Government Degree College, Vikarabad, for their initiative. I wish the seminar a
grand success and hope that the research papers presented here will offer
meaningful insights for both the academic community and policymakers.

Prof. B. Sudhakar Reddy
Honorary Director

ICSSR – Southern Regional Centre Hyderabad, Telangana



Message from the Principal

It is a matter of immense pride and intellectual gratification that the Department of
Economics, Government Degree College, Vikarabad, is organizing a Two-Day
National Seminar on the theme “GST Reforms and Impact on MSMEs and
Entrepreneurship” on the 06th & 7th of April, 2026.
In the contemporary economic landscape, the Goods and Services Tax (GST) stands
as one of the most transformative structural reforms in India’s fiscal history. As we
move further into the decade, the evolution of GST—often referred to as GST 2.0—
has brought about significant shifts in tax administration, digital compliance, and
rate rationalization. While these reforms aim to create a "One Nation, One Tax"
synergy, their practical implications on the Micro, Small, and Medium Enterprises
(MSMEs) sector remain a subject of vital academic and professional discourse.
MSMEs are the backbone of the Indian economy, contributing tremendously to the
GDP and providing employment to lakhs of unemployed youth. However, the
transition to a digital-first tax regime presents a dual narrative: one of increased
formalization and market access, and another of compliance challenges and
liquidity constraints. This seminar is envisioned as a premier platform to bridge the
gap between the policies and facilitate the measures provided by the government for
the MSMEs ground-level reality and encourage new entrepreneurs to trust the
policy.
By bringing together distinguished academicians, policy experts, practitioners, and
budding entrepreneurs, we aim to:

 Analyze the latest 2026 GST reforms and their alignment with the Viksit
Bharat vision.

 Evaluate the role of digital governance and AI-driven compliance in
simplifying business for small units.

 Identify strategies to enhance the competitiveness and sustainability of
entrepreneurs in a post-reform era.

I extend my heartfelt appreciation to the Department of Economics for their
meticulous planning and to our resource persons for sharing their invaluable
expertise. I am confident that the deliberations over these two days will generate
actionable insights and contribute significantly to the existing body of knowledge.
I wish all the participants and presenters a productive and enriching experience.

Prof.P.V.Geetha Lakshmi Patnaik
Principal

Government Degree College, Vikarabad



Preface

It gives me immense pleasure to welcome you all to this Two-Day National
Seminar on “GST Reforms and Impact on MSMEs and Entrepreneurship,”
organized by the Department of Economics, Government Degree College,
Vikarabad, on the 06th & 07th of April, 2026.

As we stand in the first quarter of 2026, the landscape of Indian taxation has
undergone a significant "Phase 2" evolution of union budget. With the recent
implementation of GST 2.0 reforms, characterized by AI-powered compliance
monitoring, stricter Input Tax Credit (ITC) validations and the rationalization of tax
slabs, the business ecosystem is witnessing a paradigm shift. For the MSME sector,
the silent engine of India’s economic growth, these changes bring both a promise of
global competitiveness and the challenge of high-tech digital adaptation with a
vision of Viksit Bharat.

The main objective of this seminar is to know about the new GST reforms. We aim
to explore how the transition from "soft warnings" to "hard validations" on the GST
portal affects the liquidity and operational rhythm of small-scale entrepreneurs.
Furthermore, we wish to deliberate on the role of the 2026 Union Budget proposals,
which emphasize trust-based administration and the facilitation of MSMEs as a core
pillar of the Viksit Bharat 2047 vision.

Through this seminar, we have curated a diverse schedule involving:

 Technical Sessions: Evaluating the transition to automated, real-time GST
filing.

 Group Discussions: Discussing the impact of these reforms on GST and
MSMEs in detail by different point of views.

 Policy Analysis: Understanding the nuances of the new GSTAT (GST
Appellate Tribunal) operations and dispute resolution.

 Interactive sessions: Understanding the GST reforms and its impact on
MSMEs and entrepreneurs through interactive session.

This gathering is not just an academic exercise but a collaborative mission to
provide a roadmap for budding entrepreneurs and students. I am deeply grateful to
the Principal for her unwavering support and to our resource persons for coming to
our college from various parts of the country to enrich our knowledge.



I invite all participants to engage in spirited discussions, challenge existing
perspectives, and contribute to a successful and enlightening seminar.

“We are not what we know but what we are willing to learn”

Dr.S.Karimulla
Convener & Head

Department of Economics
Government Degree College, Vikarabad



Best Wishes from the Co-Convener & Faculty

On behalf of the Organizing Committee and the entire teaching fraternity of
Government Degree College, Vikarabad, we extend our warmest greetings and best
wishes for the Two-Day National Seminar on “GST Reforms and Impact on
MSMEs and Entrepreneurship” scheduled on the 06th & 7th of April, 2026.

The Department of Economics has undertaken a commendable task by choosing a
theme that is the pulse of the Indian economy today. As we navigate the fiscal
landscape of 2026, the impact of GST reforms is felt across every sector—from the
local artisans of Vikarabad to the high-tech startups of our nation.

At Government Degree College, Vikarabad, we believe in the power of
interdisciplinary learning. Whether it is the Commerce faculty analyzing the balance
sheets, the Computer Science department looking at digital tax portals, or the Social
Sciences examining the human impact on entrepreneurship, we all recognize the
vital importance of this discourse. The MSME sector is not just a business category;
it is the lifeline of our community’s economic aspirations.

We, the Co-Convener and Faculty Members from all Departments, have joined
hands to ensure this seminar provides a world-class platform for researchers, policy
experts, and students. It is our collective vision to make this two-day event a hub of
intellectual exchange and innovative problem-solving procedures.

We wish all the delegates, guest speakers, and participants a highly successful and
rewarding experience. May the deliberations over these two days pave the way for a
more robust and inclusive economic future.

Co-Convener & the Faculty Members of:
 Social Sciences
 Commerce
 Physical & Life Sciences
 Computer Science

Chinna Somanna
Co-Convener

& Faculty
Government Degree College, Vikarabad

Vikarabad Dist, Telangana – 501101
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Abstract 

India’s GST, often described as the most ambitious tax reform since Independence, 

was never just a fiscal exercise. It was, at its core, a reimagining of how a diverse, 

complex economy of 1.4 billion people would transact, comply, and grow together. 

When it came into effect on July 1, 2017, it folded more than a dozen layered 

central and state taxes into a single, destination-based framework. For MSMEs — 

which today contribute around 30% of India’s GDP, account for nearly half of the 

country’s exports, and employ well over 110 million people — this shift was both a 

long-awaited relief and a steep new challenge. 

 

This paper explores how eight years of iterative GST reforms, culminating in the 

landmark Next-Generation (Next-Gen) GST reforms announced in August 2025, 

have reshaped the conditions under which MSMEs operate, grow, and survive. It 

examines the human side of these developments: how a kirana store owner in rural 

Telangana can now access a working capital loan using GST filing history as a 

credit credential; how an artisan cooperative in Andhra Pradesh saw its tax burden 

halved overnight when handicraft GST was reduced from 12% to 5%; and how an 

AI-powered compliance chatbot is answering GSTN queries in Telugu for 

entrepreneurs who never finished school. 

 

At the heart of this paper is the intersection of GST reform and Artificial 

Intelligence. The Next-Gen GST roadmap is not merely a rate rationalization 

exercise — it integrates AI-powered enforcement, real-time invoice management, 

and predictive compliance tools that are slowly but decisively changing what it 

means to run a small business in India. The paper covers the full arc from GST’s 

founding logic to its AI-enabled future and draws a clear line connecting fiscal 

reform to employment, entrepreneurship, and rural livelihoods. 

 

http://www.uijmr.in/
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1. Introduction 

There is a particular kind of optimism embedded in the phrase “One Nation, One 

Tax, One Market.” When the Goods and Services Tax (GST) was introduced in 

2017, it carried with it the promise that a fruit seller in Hyderabad, a garment 

exporter in Tirupur, and a software consultant in Bengaluru would all operate within 

the same clean, unified tax framework — no more cascading taxes, no more state-

border paperwork, no more leakage. That promise, for the most part, has been kept. 

But with any sweeping reform, the journey from intent to impact has been uneven, 

and the story of how MSMEs have navigated — and are still navigating — this 

transformation is far from simple. 

 

India’s GST operates across four primary rate slabs — 5%, 12%, 18%, and 28% — 

with essential goods like food grains, fresh vegetables, and educational materials 

remaining exempt. This tiered structure was designed to protect the poor from 

regressive taxation while generating adequate revenue from discretionary and 

luxury goods. In practice, however, the multi-slab architecture created significant 

classification disputes and compliance complexity, particularly for small businesses 

that lack dedicated tax departments. 

 
Avalara. (n.d.). Indian GST rates. Retrieved from 

https://www.avalara.com/us/en/vatlive/country-guides/asia/india/indian-gst-

rates.html 

http://www.uijmr.in/
https://www.avalara.com/us/en/vatlive/country-guides/asia/india/indian-gst-rates.html
https://www.avalara.com/us/en/vatlive/country-guides/asia/india/indian-gst-rates.html
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MSMEs are not a monolithic group. The term encompasses everything from a micro 

enterprise run by a single family with a turnover of a few lakhs, to a medium-sized 

manufacturer employing hundreds of workers and exporting to multiple countries. 

What they share is their disproportionate importance to the Indian economy and 

their disproportionate vulnerability to policy friction. This paper argues that the 

most meaningful way to evaluate GST reform is not through aggregate revenue 

statistics, but through its impact on these enterprises — and increasingly, through 

the lens of how AI and Machine Learning are being deployed to make the system 

work better for them. 

 

The structure of this paper is as follows: Section 2 traces the GST reform journey 

from 2017 to the Next-Gen reforms of 2025–26. Section 3 examines the linkage 

between GST reforms and MSME growth, employment, entrepreneurship, and rural 

livelihoods. Section 4 dives into AI and ML applications across the GST-MSME 

ecosystem. Section 5 presents case studies. Section 6 discusses challenges. Section 

7 offers policy recommendations, and Section 8 concludes. 

 

2. The GST Reform Journey: From Unification to Transformation 

2.1 GST 1.0 (2017–2024): Promise and Growing Pains 

When GST went live in July 2017, the initial reaction from the MSME community 

was mixed — and understandably so. On one hand, the unification of indirect taxes 

represented genuine relief: the end of the ‘inspector raj,’ the reduction of transit 

time at state borders, and the promise of input tax credit (ITC) that would prevent 

taxes from piling on taxes. On the other hand, the mandatory shift to digital 

compliance — monthly returns, e-invoicing, GSTR-1, GSTR-3B — caught many 

small businesses off-guard. Manufacturers and traders who had operated 

comfortably within state VAT systems suddenly found themselves navigating a 

national digital infrastructure they had never encountered. 

 

The compliance burden was real. Studies found that micro enterprises were 

spending close to 29 hours every month on GST-related activities — filing returns, 

reconciling invoices, chasing input tax credits. For a business where the owner often 

wears every hat simultaneously, that was time taken away from production, sales, 

and growth. Despite these early struggles, the data tells a story of steady 

formalization: the GST-registered MSME base grew from roughly five lakh in FY 

2017–18 to approximately 1.5 crore by December 2024. That is not a footnote — it 

represents millions of small businesses entering the formal economy for the first 

time. 

http://www.uijmr.in/
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2.2 The Next-Generation GST Reforms (2025–26): A New Chapter 

On 15 August 2025, the Prime Minister announced what is widely regarded as the 

most significant overhaul of the GST architecture since its launch. The Next-Gen 

GST reforms were not just about tweaking rates — they signalled a philosophical 

shift from tax collection to tax facilitation, and from periodic compliance to 

continuous, intelligent monitoring. 

 

The centrepiece of these reforms was the simplification of the rate structure into a 

cleaner two-slab system of 5% and 18%, eliminating the 12% slab that had been a 

persistent source of classification disputes. Alongside this came a series of sector-

specific reductions: GST on commercial vehicles came down from 28% to 18%; on 

leather products below Rs. 2,500 per pair from 12% to 5%; on handicrafts from 

12% to 5%; and on cement from 28% to 18%. Each of these reductions was not 

accidental — they were targeted at sectors where MSMEs dominate, and where 

lower tax rates translate directly into lower costs, better competitiveness, and higher 

employment. 

 

On the technology side, the reforms introduced the Invoice Management System 

(IMS) for real-time invoice acceptance and rejection, hardened GSTR-3B auto-

population to reduce errors and expanded the deployment of GSTN’s AI 

enforcement systems — BIFA and ADVAIT — for fraud detection and risk-based 

scrutiny. The total GST taxpayer base crossed 1.5 crore, and collections for FY 

2024–25 reached Rs. 22.08 lakh crore, a record that reflects both better compliance 

and genuine economic expansion. 

 

Perhaps most importantly, the MSME definition itself was revised. Investment 

limits for micro enterprises were raised from Rs. 1 crore to Rs. 2.5 crore; for 

medium enterprises, turnover limits rose to Rs. 500 crore. Credit guarantee cover 

was doubled from Rs. 5 crore to Rs. 10 crore. These are not bureaucratic tweaks — 

they are signals that the government sees MSMEs not as a welfare category but as 

the engine of Viksit Bharat 2047. 

 

3. GST Reforms and Their Human Impact: Employment, Entrepreneurship, 

and Rural Livelihoods 

3.1 What MSMEs Actually Mean for India 

 

It is easy to quote the numbers — 30% of GDP, 48% of exports, 110 million jobs — 

and move on. But behind those numbers are real enterprises and real people. 

http://www.uijmr.in/


 

United International Journal Of Multidisciplinary Research (UIJMR) 
An International Peer-Reviewed and Refereed Multidisciplinary Journal 

ISSN:3048-6726 | Impact Factor:6.934 (SJIF) 
Volume 3, Special Issue -V, 2026;Website:www.uijmr.in 

      5          Two Days National Seminaron“GST Reforms and Impact on MSMEs and  

Entrepreneurship”06th & 07th April 2026,Government Degree CollegeVikarabad 

MSMEs in India are the primary employment generators outside of agriculture. 

They are the first rung of the economic ladder for millions of first-generation 

entrepreneurs, many of them women, from rural and semi-urban backgrounds. As 

Kotak Bank’s analysis underscores, MSMEs are not just economic units; they are 

vehicles of social mobility and regional development, driving manufacturing, 

innovation, and job creation in districts that large corporations rarely reach. 

 

The significance of this becomes clear when you consider what even a small 

improvement in the operating environment for these enterprises can mean. A Kirana 

store that becomes GST-compliant gains access to formal credit. A handloom 

weaver cooperative that sees its GST burden halved can price competitively in 

urban and export markets. A rural food processor that automates its invoice filing 

has more time to focus on scaling production. These cascading effects are what 

GST reform — done well — can deliver. 

 

3.2 Employment Generation: Sector by Sector 

The employment impact of GST rate reductions is sector-specific but deeply 

significant. In the textile and garment sector — where women comprise many 

workers in production — lower GST rates have stimulated demand from both 

domestic consumers and export buyers, creating more sustained employment at the 

shop-floor level. In construction, the reduction of cement GST from 28% to 18% 

has lowered input costs for builders and contractors, generating downstream 

employment in mining, logistics, and manufacturing. In handicrafts and leather 

goods, where rural and semi-urban MSMEs dominate, the targeted rate cuts have 

enhanced export competitiveness in a meaningful way. 

 

Complementary programmes have amplified these gains. The PM Vishwakarma 

Scheme trained over 84,000 individuals through technical centers in 2025, 

specifically targeting traditional artisans and craftspeople. Combined with GST 

relief on handcraft products, this dual intervention — skilling and tax rationalization 

— has created a more supportive ecosystem for micro-level entrepreneurship in 

rural India. 

 

3.3 Entrepreneurship: Compliance as Infrastructure 

There is an underappreciated dimension to GST compliance that rarely makes it into 

policy discussions: for entrepreneurs seeking capital, a clean GST track record has 

become a form of infrastructure. Investors and lenders increasingly treat consistent, 

timely GST filing as a proxy for financial discipline and operational seriousness. 
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Start-ups that maintain a transparent GST compliance record face less friction 

during due diligence. MSMEs that file accurately and on time find that banks and 

NBFCs are more willing to extend credit. 

 

This is especially relevant for first-generation entrepreneurs from small towns and 

rural backgrounds, who often lack the land titles, credit histories, or relationship 

banking connections that traditional lending requires. GST data — government-

verified, continuous, and granular — has quietly become a democratizinglforce in 

credit markets, and its impact on entrepreneurship has only grown as AI-powered 

lending models have learned to read it intelligently. 

 

3.4 Rural Livelihoods: The Quiet Revolution 

The impact of GST reforms on rural livelihoods does not make headline news, but it 

is real and accumulating. The NIL GST on milk and reduced rates on dairy products 

like paneer and butter directly support SHGs, dairy cooperatives, and women-led 

agribusinesses in rural India. Reduced rates on agro-based products — rice husk 

board, bamboo flooring, jute particle boards — have strengthened rural 

manufacturing clusters in states like Assam, West Bengal, and Odisha. These are 

communities where a five-percentage point reduction in GST can be the difference 

between a viable and an unviable business. 

 

The Viksit Bharat Guarantee for Rozgar and Ajeevika Mission (Gramin) Act of 

2025, which extended guaranteed employment to 125 days per rural household with 

a focus on water security and rural infrastructure, works in synergy with GST 

reform. Together, they are quietly building a more resilient rural economy — one 

where formal enterprise is more accessible, credit is more available, and the tax 

system does not punish small-scale activity. 

 

4. AI and Machine Learning: Rewriting the Rules for GST and MSMEs 

4.1 Why AI Matters Here 

To understand why AI is so consequential in this story, it helps to start with a 

simple observation: India has over 63 million MSMEs, yet fewer than 14% have 

access to formal credit. The primary reason is not that these businesses are 

financially unhealthy — it is that they are financially invisible. They lack the credit 

histories, the audited accounts, and the collateral that traditional lending systems are 

designed to evaluate. GST data changes this equation, but only AI has the capacity 

to read that data on a scale and translate it into actionable credit intelligence. 
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The OECD categorizes AI usage in tax administration into four primary layers: 

Supervised learning for fraud detection, Unsupervised learning for behavioral 

clustering of taxpayers, Natural Language Processing (NLP) for conversational 

compliance interfaces, and Robotic Process Automation (RPA) for automating 

high-volume repetitive tasks. All four are now present in India's GST ecosystem, 

and all four have direct implications for how MSMEs experience the system. 

 

4.2 AI-Powered Credit Scoring: From Invisible to Investable 

Here is a concrete illustration of what AI and GST data can do together. Consider a 

Kirana store owner in a semi-urban town with Rs. 50 lakhs in annual turnover, 

primarily through UPI and cash transactions. She has no formal credit history, no 

mortgageable assets, and no relationship with a bank beyond a savings account. 

Under the old system, she was invisible to formal credit. Under the new AI-powered 

credit scoring models, her 24 months of GSTN filing data — covering revenue 

trends, filing timeliness, HSN-code composition, and IT Cutilization — combined 

with UPI transaction patterns generate a composite credit score that a bank can act 

on. Loan approval in 72 hours. Working capital of Rs. 10 lakhs. 

 

Studies show a 3.2x higher default probability for businesses with two or more late 

filings in the preceding six months — which means that the GST system, when read 

by AI, is a remarkably reliable predictor of financial behavior. Filing timeliness 

reflects discipline; revenue trends reveal trajectory; HSN-code analysis enables 

sector-specific benchmarking. This is not a workaround — it is a genuinely superior 

form of credit intelligence for an economy where most small businesses operate 

informally. The implication for financial inclusion — and for rural entrepreneurship 

specifically — is profound. 

 

4.3 AI in Compliance: Making the System Work for Small Businesses 

If AI-powered credit scoring is about unlocking capital, AI-powered compliance 

tools are about unlocking time. A micro enterprise spending 29 hours a month on 

GST-related activities is not spending those hours on product development, 

customer acquisition, or staff training. Every hour reclaimed from compliance is an 

hour invested in growth. 

 

The applications are now practical and available, not theoretical. Automated invoice 

reconciliation tools use AI to match GSTR-2A and 2B data against purchase 

records, flagging mismatches before submission rather than generating penalties 

after. Anomaly detection algorithms identify duplicate invoices and suspicious 
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vendor activity in real time. Predictive filing alerts remind business owners of 

upcoming deadlines and estimate likely tax liabilities based on current transaction 

volumes. NLP-powered chatbots-some now operating in regional languages 

including Telugu and Tamil-guide entrepreneurs through complex compliance 

queries without requiring them to call a CA or visit a tax office. As Binary 

Semantics documents in their analysis of India's AI in tax roadmap, these tools are 

reducing manual accounting work by up to 80%, and the institutions deploying 

them report near-zero manual intervention in the reconciliation process. 

 

4.4 Edge AI: Bringing Intelligence to the Shop Floor 

Most AI solutions are designed for enterprises with cloud infrastructure, IT 

departments, and reliable internet connectivity. Most Indian MSMEs have none of 

these things. A 2025 survey found that over half of MSMEs rely on mobile hotspots 

as their primary internet connection. This is where Edge AI — intelligence 

embedded directly in devices rather than streamed from a remote server — becomes 

transformative. 

 

The World Economic Forum's 2026 analysis identifies Edge AI as the most viable 

pathway for real-time shop-floor transformation for Indian MSMEs. On the factory 

floor, Edge AI powers predictive maintenance that anticipates equipment failure 

before it disrupts production. In quality control, computer vision systems perform 

inspections at machine speed. In energy management, intelligent systems optimize 

power consumption in real time. These are not science fiction applications — they 

are being piloted in MSME clusters across India today, through NASSCOM and 

CII-backed Centers of Excellence, with shared infrastructure models that make the 

economics viable for businesses that could never afford enterprise AI on their own. 

India's 2026–27 Union Budget allocation of Rs. 100 billion for MSME development 

signals strong policy intent to accelerate this transition. The question is not whether 

AI will reach India's shop floors, but how quickly and how equitably. 

 

4.5 GSTN's AI Enforcement: Smarter, Not Just Stricter 

On the government side, GSTN's deployment of BIFA (Business Intelligence and 

Fraud Analytics) and ADVAIT systems represents a fundamental shift in how tax 

enforcement operates. Rather than relying on random audits or officer discretion, 

these systems use ML models to generate risk scores for each taxpayer, directing 

scrutiny toward anomalous patterns — unusually high ITC claims, suspicious E-

invoice networks, mismatches between inward and outward supply data. The GSTN 

AI Hackathon 2024, which released 900,000 anonymized taxpayer records for ML 
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model development, surfaced some remarkably effective approaches for detecting 

fake invoice networks that had been costing the exchequer billions annually. This is 

AI being used not just to make compliance easier for honest businesses, but to make 

non-compliance harder for dishonest ones — a distinction that matters for the 

broader ecosystem. 

 

According to ISAS (Institute of South Asian Studies, NUS), India's AI adoption in 

public institutions is accelerating meaningfully, with tax administration among the 

early high-impact deployment areas. The challenge, as they note, is not technology 

readiness but governance readiness — ensuring that algorithmic systems are 

transparent, auditable, and fair, particularly when they affect the livelihoods of 

small business owners who may lack the resources to challenge an erroneous 

automated assessment.  

 

This figure illustrates how Artificial Intelligence is being integrated into India’s tax 

governance system, highlighting key areas such as automated compliance, anomaly 

detection, and predictive analytics. It also reflects government priorities and the 

expected impact of AI on improving tax efficiency and economic 

growth.https://x.com/PoliMarketer/status/2035219855952289937 

 

5. Case Studies: Where the Theory Meets Reality 

5.1 The Textile Exporter 

Consider a family-owned textile exporter based in Telangana — roughly Rs. 85 

crores in annual revenue, 220 employees, exporting to markets in the Middle East 

and Europe. Before GST digitization and AI-powered accounting, the business 

maintained manual costing systems that generated 10–15% pricing errors. GST 
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compliance consumed over 20 staff-hours per month. After implementing an AI-

powered GST compliance and accounting platform, the reconciliation process — 

once a monthly ordeal — was reduced to a near-automated workflow. Predictive 

costing systems analyzing over 200 variables improved pricing accuracy. The 

owner, a second-generation entrepreneur, described the shift simply: 'Earlier I spent 

my Sundays doing accounts. Now I spend them thinking about new markets.' 

 

5.2 The Rural Kirana Store 

A Kirana store in a small town in Telangana generating Rs. 50 lakhs annually 

through UPI and cash — no CIBIL score, no audited accounts, no formal credit 

history. Using an AI credit scoring model ingesting 24 months of GSTN filing data 

alongside UPI transaction patterns, a fintech lender approved a Rs. 10 lakh working 

capital loan within 72 hours. The store owner used it to expand inventory ahead of 

the Diwali season and repaid the loan within six months. It was her first formal 

loan. It will not be her last. 

 

5.3 The GSTN Hackathon 

The GSTN AI Hackathon of 2024 is worth examining not just for its outcomes, but 

for what it represents. By releasing 900,000 anonymized taxpayer records for 

AI/ML model development, GSTN essentially invited India's data science 

community to solve one of its hardest problems: detecting fake invoice networks 

that had been used to fraudulently claim Input Tax Credits worth thousands of 

crores. The hackathon surfaced supervised learning approaches that significantly 

outperformed traditional rule-based systems, and many of the insights are now 

incorporated into BIFA's operational models. This is what government-as-platform 

looks like in practice — open data, community intelligence, real-world impact. 

6. Challenges: What Is Still Not Working 

6.1 The Digital Divide is Real 

For all the optimism about AI and digitalization, it would be dishonest to ignore the 

significant gap between the MSMEs that can access these benefits and the ones that 

cannot. Over half of Indian MSMEs still use mobile hotspots as their primary 

internet connection. Many micro enterprises maintain their accounts in physical 

registers or, at best, Excel spreadsheets. The assumption that AI-powered tools are 

within reach of every GST-registered business is simply false, and policy design 

needs to reckon with that honestly. 
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6.2 Micro Enterprises Are Being Left Behind 

Research consistently shows that the middle segment of MSMEs — small and 

medium enterprises with some digital infrastructure and professional staff — has 

benefited most from GST reforms. Micro enterprises, particularly those in the 

informal sector or in rural areas with poor connectivity, face a steeper climb. 

Complex compliance requirements, frequent rule changes, and low digital literacy 

are not abstract challenges — they are daily realities for millions of business owners 

who are trying to participate in the formal economy but find the cost of participation 

prohibitively high. 

 

6.3 AI Adoption Barriers 

Awareness is perhaps the most underrated barrier. A significant proportion of 

MSME owners  particularly first-generation entrepreneurs and those in rural and 

semi-urban markets — are simply unaware that AI-powered compliance tools exist, 

or that their GST data can serve as a credit credential. Even among those who are 

aware, the upfront cost of AI software, the perceived complexity of implementation, 

and legitimate concerns about data privacy create hesitation. The government and 

industry bodies need to do significantly more to bridge this awareness and access 

gap. 

 

6.4 Algorithmic Fairness 

There is a deeper ethical question embedded in the AI-GST story that deserves 

attention. When ML models are used to generate risk scores for GST taxpayers, or 

to make credit decisions based on filing behavior, the potential for algorithmic bias 

is real. A business that filed late because of a banking failure, an illness, or a natural 

disaster may be penalized by a system that cannot distinguish legitimate hardship 

from deliberate evasion. The RBI's current guidelines mandate transparency, 

explainability, and consent for AI credit scoring — but implementation is uneven, 

and rural MSMEs that lack legal resources to challenge erroneous assessments 

remain vulnerable. 

 

7. Policy Recommendations 

Drawing on the analysis presented above, the following recommendations are 

offered for policymakers, regulators, and industry bodies: 

• Establish AI-GST facilitation center’s within existing MSME clusters in 

rural and semi-urban areas, providing shared AI compliance infrastructure 

at subsidized cost — modelled on the Common Service Centers that already 

exist for digital access. 
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• Mandate regional-language support across all AI-powered GSTN interfaces, 

chatbots, and compliance tools. An entrepreneur who speaks Telugu or 

Marathi as their primary language should not be disadvantaged by a system 

that defaults to English or Hindi. 

• Create a national MSME AI credit registry, aggregating GST filing data, 

UPI transaction data, and bank statement history under a unified, consent-

based framework — with strict data protection standards and the right to 

explanation for any credit decision. 

• Simplify GST return frequency for micro enterprises to quarterly or annual 

filing with AI-assisted auto-population, reducing the 29-hour monthly 

compliance burden that currently acts as a tax on time. 

• Integrate Edge AI deployment with existing skilling programmes — PM 

Vishwakarma, PM USHA — to develop a generation of AI-literate MSME 

entrepreneurs, particularly in rural areas. 

• Develop and enforce a Fiscal Ethics Code for algorithmic tax enforcement, 

requiring GSTN and CBIC to publish explainability standards for AI-driven 

risk scoring, and establish an accessible grievance mechanism for 

businesses that believe they have been unfairly flagged. 

• Align GST reform implementation with the Export Promotion Mission, 

ensuring that rural MSMEs can leverage clean compliance records to access 

global markets through government-facilitated trade pathways. 

 

8. Conclusion 

There is something quietly remarkable about the trajectory of GST reform 

in India.What began as a fiscal unification project in 2017 has evolved, over eight 

years, into an intelligent, AI-integrated system that is reshaping how small 

businesses operate, access credit, and compete. The numbers are impressive — 1.5 

crore registered taxpayers, Rs. 22 lakh crores in annual collections, millions of 

MSMEs formalized. But the more important story is the human one: the first-time 

entrepreneur who got a business loan because her GST filings made her 

creditworthy; the artisan collective that exports competitively because its tax burden 

was halved; the small manufacturer who spends Sunday mornings with his family 

instead of reconciling invoices. 

 

AI and Machine Learning are not silver bullets. They cannot fix poor 

connectivity, low digital literacy, or the structural disadvantages that rural and 

micro enterprises continue to face. But they are, genuinely, changing the game — 

making compliance less burdensome, making credit more accessible, enforcement 
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more intelligent, and the formal economy more welcoming to businesses that were 

previously priced out of it. 

 

The vision of Viksit Bharat 2047 is not abstract. It is built, brick by brick, 

by the 63 million MSMEs that form the backbone of India's economy. Getting GST 

reform right for them — and using AI to do it more intelligently and equitably — is 

not just good policy. It is the work of nation-building. 
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Abstract 

The idea of a nationwide GST in India was first proposed by the Kelkar Task Force 

on Indirect Taxes in 2000. Implemented on 1st July, 2017, the Goods and Services 

Tax (GST) is considered to be the most significant indirect tax reform in India since 

independence in 1947. By amalgamating a large number of central and state indirect 

taxes into a single tax, GST was aimed at mitigating cascading or double taxation in 

a major way, simplifying the tax system, enhancing compliance and paving the way 

for a common national market – “One Nation, One Tax". Implementation of GST 

was a milestone in India’s indirect tax reforms, which paved the way for a common 

national market and true economic integration of India. The GST 2.0 reforms, 

effective from September 22, 2025, represent the most significant recalibration of 

India's indirect tax framework since its 2017 inception. This report provides an 

exhaustive analysis of the structural, macroeconomic, and sectoral impacts of this 

new tax regime. The core of the reform is the rationalisation of the four-tiered tax 

structure into a simplified two-slab system (5% and 18%), complemented by a 

special 40% demerit rate for luxury and sin goods. The strategic timing of these rate 

cuts, coinciding with the festive season, is designed to serve as a powerful catalyst 

for a consumption-led economic revival. The analysis projects a significant 

moderation in consumer price inflation, alongside a notable boost to India's Gross 

Domestic Product (GDP). On a sectoral level, key industries like fast-moving 

consumer goods (FMCG), consumer durables, and automobiles are poised for a 

demand surge. Concurrently, the reforms address long-standing challenges by 

correcting inverted duty structures, lowering input costs for manufacturers and 

Micro, Small, and Medium Enterprises (MSMEs), and streamlining compliance 

procedures. This paper critically examines GST’s performance from 2017 to 2026, 

highlighting both achievements and limitations, while situating reforms as 

imperative for the future. The Next-Generation GST reforms represent a bold step 

towards building a simpler, fairer, and future-ready tax architecture. By reducing 

the tax burden on citizens and empowering farmers, MSMEs, women, youth, and 

middle-class families, GST 2.0 lays the foundation for inclusive prosperity, fiscal 

resilience, and global competitiveness. This paper explores the growth and trends of 

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

The Goods and Services Tax (GST), introduced on 1st July 2017, is India’s most 

significant indirect tax reform since independence. By bringing together multiple 

central and state taxes into a single, unified system, GST created a common national 

market, reduced the cascading of taxes, simplified compliance, and improved 

transparency. Over eight years, GST has steadily evolved through rate 

rationalisation and digitalisation, becoming the backbone of India’s indirect tax 

framework. The 56th meeting of the GST Council, chaired by Union Finance 

Minister Smt Nirmala Sitharaman, has now approved Next-Gen GST reforms, with 

a focus on improving the lives of the common man and ensuring ease of doing 

business for all, including small traders and businessmen. In his Independence Day 

address, Prime Minister Narendra Modi had announced, "The government will 

bring next-generation GST reforms, which will bring down the tax burden on the 

common man. It will be a Diwali gift for you.” The reforms, he said, would directly 

benefit the common man, farmers, MSMEs, women, youth, and middle-class 

families, while strengthening India’s long-term growth. 

 

In line with the PM’s vision, the GST Council has recommended a comprehensive 

reform package that includes rate rationalisation with a simplified two-slab structure 

(5% and 18%) and sweeping rate reductions across sectors, with a focus on the 

common man, labour-intensive industries, farmers and agriculture, health, and key 

drivers of the economy. These recommendations are based on consensus among all 

members of the GST Council to make GST simpler, fairer, and more growth-

orientated. The revised rates and exemptions will come into effect from 22nd 

September 2025, ensuring timely relief for the common man, households, farmers, 

and businesses. The only exception will be specified goods, namely, cigarettes; 

chewing tobacco products like zarda; unmanufactured tobacco; and beedi, for which 

the existing rates of GST and compensation cess will continue to apply, and the new 

rates will be implemented at a later date to be notified, based on the discharge of 

entire loan and interest liabilities on account of compensation cess. 

 

The implementation of GST has brought about a fundamental shift in the financial 

relations between the central government and the state governments in India. GST is 

a unified tax system that replaces multiple indirect taxes levied by both the central 

and state governments. Under GST, both the central and state governments share 

the authority to levy and collect taxes on goods and services. This has led to greater 

harmonisation and uniformity in the tax structure across states, promoting economic 

integration. 
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The GST system follows a dual structure, comprising central GST (CGST) and state 

GST (SGST), levied concurrently by the central and state governments, 

respectively. Additionally, an integrated GST (IGST) is levied on interstate supplies 

and imports, which is collected by the central government but apportioned to the 

destination state. 

 

In terms of revenue distribution, the GST Council plays a crucial role. It is a joint 

forum consisting of the union finance minister and representatives from all states 

and union territories. The Council makes decisions on various aspects of GST, 

including tax rates, exemptions, and revenue sharing between the central and state 

governments. Except for one decision, all decisions of the Council were taken by 

consensus. 

 

To ensure a smooth transition to the GST regime and address any revenue losses 

incurred by the states, a compensation mechanism was established. The central 

government was committed to providing compensation to the states for any revenue 

shortfall during the initial years of GST implementation. This compensation was 

meant to bridge the gap between the expected revenue growth and the actual 

revenue collected by the states. 

 

It has fostered greater coordination, reduced tax barriers, and streamlined the tax 

system, leading to improved efficiency and competitiveness in the Indian economy. 

The successful implementation of GST relies on a cooperative and consensus-based 

approach between the central and state governments. It has transformed financial 

relations, ensuring greater coordination and efficiency in the Indian tax system. 

 

Significance of the Study 

The underlying strength of GST revenues is reflected in the steady expansion of the 

tax base, with registered taxpayers increasing from about 60 lakh in 2017 to over 

1.5 crore at present, indicating deeper formalisation of economic activity. In 

parallel, high-frequency indicators suggest robust transaction volumes, with 

cumulative e-way bill volumes during April-December 2025 growing by 21 per 

cent. Looking ahead, the recent rationalisation of GST rates is expected to support 

demand by lowering tax incidence and improving price competitiveness. Since the 

lower rates are expected to stimulate higher consumption volumes and strengthen 

compliance, volume effects could offset the impact of rate reductions on revenues. 

The study of the progress of Goods and Services Tax (GST) revenues in India is of 

paramount significance, as it directly impacts the nation's fiscal stability, economic 
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growth, and the success of the largest indirect tax reform in the country's history. 

Since its implementation in 2017, monitoring GST revenue progress allows for the 

evaluation of tax compliance, sectoral impacts, and the effectiveness of the digital 

tax infrastructure. 

 

Review of literature 

Dr N. L. Balasudarsun and Melvin Paul Antony (2018) published an article entitled 

“Impact of Demonetisation and GST in the Life Insurance Sector". This paper 

examines the impact of demonetisation and GST on the existence coverage area. 

For this motive, thirty samples were collected from lifestyle coverage employees of 

Cochin Place based on a random sampling approach. Descriptive statistics and an 

ANOVA check were used to research the statistics. The study found that 

demonetisation and GST have existence coverage quarters. 

 

Pallavi Kapila (2018), in the article entitled “GST: Impact on Indian Economy", 

attempts to shed light on how GST might help in reducing the present complexity of 

taxes in India as it subsumes VAT, excise obligation, service tax, and sales tax. The 

observer found that the implementation of GST had played a critical role in the 

boom of the Indian financial system. A uniform and rational taxation machine in 

India could result in fewer disruptions within the marketplace economy and more 

efficient distribution of resources inside the industry in the near future. The observer 

additionally observed that GST will lead to a growth in GDP and exports in the 

U.S.A., enhancing economic welfare and returns to the factors of production, i.e., 

land, hard work, and capital. 

 

Udai Lal Paliwal, Nitin Kishore Saxena, and Ashutosh Pandey (2019) examine the 

impact of GST on India's tax income using a semilogarithmic ANCOVA regression 

model, revealing that post-GST implementation, India's tax income has decreased 

GDP responsiveness, resulting in a lower tax burden on consumers and 

corporations, aligning with GST objectives. 

 

Sacchidananda Mukherjee. (2020). Assesses states' GST revenue and compliance, 

calculates compliance gaps, and identifies obstacles to Indian GST. State-level 

analysis is crucial to understand and address budgetary targets and compliance gaps. 

Mukherjee, S. (2023) assesses the revenue performance of GST in India from 2012-

13 to 2022-23, focusing on the sustainability of revenue streams for the union and 

state governments. Post-GST tax buoyancy has improved for all governments, but 

the GST-to-GDP ratio has not improved. The average collection efficiency is 0.54, 
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and the average effective tax rate (ETR) has increased from 10.91% in 2020-21 to 

12.21% in 2021-22 and 12.56% in 2022-23. 

 

Abhilasha A. C. (2024) examines GST collection in FY 2022-23, evaluating 

business contributions and GST components. The Indian government's GST 

implementation aimed to simplify the tax system, curb black money, and bring 

lower taxation to the economy. 

  

The concept of goods and services tax is one of the biggest tax reforms in decades 

around the world, but India has been taking steps to meet its target of rolling out 

goods and services tax. Hence, the present study intends to focus on understanding 

the concept and impact of the goods and services tax on the Indian economy. 

 

Statement of the Problem 

GST has significant economic implications, promoting economic integration, a 

single national market, increased government revenue, broadening the tax base, 

improving compliance, lowering business transaction costs, promoting economic 

formalisation, and enhancing overall growth and efficiency. Implementing GST 

signifies a landmark reform in India's taxation system, aligning with global best 

practice. The study investigates India's Goods and Services Tax (GST) revenue 

collection from 2017-18 to 2024-25 using secondary data from official government 

sources. 

 

Research methodology 

Scope for the study 

The study's scope includes a detailed analysis of India's Goods and Services Tax 

(GST) revenue collection from the 2017–18 fiscal year to the 2024–25 fiscal year. 

This includes looking for trends, patterns, and implications for fiscal policy and 

economic growth in the data on CGST, SGST, IGST, and Compensation Cess. The 

study looks at sectoral contributions, regional differences in revenue collection, and 

the overall importance of GST revenue in India's budgetary system. It also provides 

insights for economists, businesses, and policymakers looking to improve fiscal 

management and boost economic growth. 

 

Objectives of the Study 

 To assess the growth and trends of GST from 2017-18 to 2024-25. 

 To analyse the impact of GST on the Indian economy 
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 To explore the 7 Pillars of Next-Gen GST Reforms (GST 2.0) in India. 

Research design 

The research paper is an exploratory research technique, and the data collection is 

done mainly from secondary data. The required data has been extracted from past 

literature, research articles, newspapers, published sources like reports, magazines, 

journals, and authenticated websites. This study uses a quantitative research 

approach to analyse GST revenue collection from 2017-18 to 2024-25. Data is 

collected from secondary sources, including GST Council records and relevant 

literature. Descriptive analysis summarises tax data, and inferential statistical 

analysis uses percentages and diagrams. This methodological framework allows a 

systematic examination of GST revenue dynamics and their underlying 

determinants. 

 

Limitations of the study 

The study on GST revenue collection from 2017-18 to 2024-25 has limitations, 

including reliance on data availability, scope limitations, and assumptions of 

causality. It may not capture long-term trends or account for external factors. The 

study may also not fully analyse certain aspects due to resource constraints or data 

limitations. Acknowledging these limitations can provide a more nuanced 

interpretation and identify areas for improvement. 

 

Classification of GST 

There are three taxes applicable under this system: 

CGST, SGST, & IGST.  

CGST: It is the tax collected by the Central Government on an intra-state sale (e.g., 

a transaction happening within Maharashtra). 

SGST: It is the tax collected by the state government on an intra-state sale (e.g., a 

transaction happening within Maharashtra). 

IGST: It is a tax collected by the Central Government for an inter-state sale (e.g., 

Maharashtra to Tamil Nadu). 

 

However, certain taxes, such as the GST levied for the inter-state purchase at a 

concessional rate of 2% by the issue and utilisation of ‘Form C', are still prevalent. 

It applies to certain non-GST goods such as: i. petroleum crude; ii. high-speed 

diesel; iii. motor spirit (commonly known as petrol); iv. natural gas; v. aviation 

turbine fuel; and vi. Alcoholic liquor for human consumption. 
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According to the Goods and Services Act 2017, a new taxation scheme, i.e., the 

GST, is introduced to declutter the indirect tax regime and curb the cascading tax 

effect. Under the ‘One Nation, One Tax’ initiative, the Government of India (GOI) 

has rolled out a comprehensive and unified consumption tax scheme to replace 

multiple indirect taxes on goods and services. GST is a multistage tax as it is levied 

on various stages of production. But it is also a destination-based tax scheme, which 

means all the taxes imposed on the production process will be refunded to the final 

customer. GST is always levied from the consumption point, not from the origin. 

In India, there are 5 different tax slabs under the GST law: 0%, 5%, 12%, 18%, and 

28%. Since the GST scheme was introduced on July 1, 2017, by the 105th 

Amendment, the 1st of July is celebrated as GST Day. There is a GST Council 

consisting of finance ministers of the centre and the states who look after the tax 

rates and regulation of the GST. So without further ado, let’s have a close look at 

the advantages and disadvantages of the GST. 

 

Categories of GST: 

Under GST, goods and services are taxed at the following rates: 0%, 5%, 12%, and 

18%. Certain items, such as alcohol, petrol, diesel, and natural gas, will be exempt 

from the GST. 

GST simplified to a two-slab structure (5% & 18%)  

• GST reforms cut taxes on household essentials (soaps, toothpaste, Indian breads) 

to 5% or Nil boosting affordability  

• Life-saving drugs, medicines reduced from 12% to Nil or 5% making healthcare 

affordable  

• Two-wheelers, small cars, TVs, ACs, cement cut from 28% to 18% bringing relief 

to middle-class.  

• Farm machinery, irrigation equipment cut from 12% to 5%, reducing farming 

costs  

• Tobacco, pan masala, aerated drinks, and luxury goods taxed at 40% 

 

Data analysis and Interpretation 

Since GST was implemented in July 2017, the annual revenue collection has 

seen steady growth. Below is a historical GST collection trend. 

Table No.1     Year wise  GST Collection (Rs. In Crores) 

Financial year  Total GST Collection(Lakh Crores) 

2017-18 ₹7.41 lakh crore (Jul-Mar) 
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2018-19 ₹11.77 lakh crore 

2019-20  ₹  12.22 lakh crore 

2020-21 ₹  11.36 lakh crore 

2021-22 ₹  14.88 lakh crore 

2022-23 ₹  18.07 lakh crore 

2023-24 ₹ 20.18 lakh crore 

2024-25 ₹ 22.08 lakh crore 

 

Source: https://gstcouncil.gov.in/gst-reven 

 

Record growth and scale: GST revenues rose from Rs.7.40 lakh crore in FY2017–

18 (July ’17–Mar ’18) to a record Rs.22.08 lakh crore in FY2024–25. Collections 

more than doubled over FY2018–25 (CAGR -11%). 

COVID impact & rebound: There was a sharp dip in FY2020–21 (to Rs.11.37 

lakh crore, –7.0% YoY) due to pandemic lockdowns. The economy then rebounded 

strongly: +30.5% in FY2021–22 (Rs.14.83L) and +21.9% in FY2022–23 

(Rs.18.08L). By FY2023–24 collections hit ₹20.18L (+11.6%) and reached ₹22.08L 

(+9.4%) in FY2024–25. 

Volatility & trends: YoY growth ranged from –7.0% (2020–21) to +30.5% (2021–

22). Over 2018–25, mean annual collection ₹14.74L (median ₹13.53L) with a 
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standard deviation ₹4.68L (range ₹7.41–22.08L). Overall the trend is steeply 

upward, reflecting expanding formal tax base and strong economic recovery. 

Year-wise trends 

Financial 

Year 

Total GST 

Collection(₹ 

lakh crore) 

YoY Change (₹ 

lakh cr) 

YoY Change 

(%) 

Cumulative 

Change (%) 

2017-18  7.41   0.0% 

2018–19 11.77 +4.37 +58.96% +58.96% 

2019–20 12.22 +0.45 +3.8% +65.0% 

2020–21 11.37 –0.85 –7.0% - 53.5% 

2021–22 14.83 +3.46 +30.5% +100.3% 

2022–23 18.08 +3.24 +21.9% +144.1% 

2023–24 20.18 +2.11 +11.6% +172.5% 

2024–25 22.08 +1.90 +9.4% +198.1% 

 

Analysis and Context 

Initial years (2017–19): GST began July 1, 2017. The first 9 months (FY2017–18) 

saw : ₹7.41L collected. Collections jumped to ₹.11.77L in FY2018–19 (a +59% 

increase) as the new system stabilized. Early growth was fueled by integration of 

state taxes and improvement in compliance. 

Pre-pandemic (2019–20): Growth slowed to +3.8% in FY2019–20 (₹.12.22L). The 

economy was already showing signs of moderate slowdown, but GST revenues 

remained slightly above : ₹.12L. 

COVID-19 dip (2020–21): Nationwide lockdowns cut GST revenue. Collections 

fell ~7% to : ₹.11.37L. This mirrors GDP contraction for the year. Months of April–

May 2020 saw near-zero collections. The government introduced relief 

(exemptions/rationalizations) in 2020 to ease compliance. 

Strong recovery (2021–22 onward): As economic activity resumed, GST 

collections surged. FY2021–22 rose +30.5% to : Rs.14.83L (boosted by pent-up 

demand and inflation); FY2022–23 grew +21.9% to: Rs.18.08L. By FY2023–24 

and FY2024–25, steady growth (11.6% and 9.4%) took collections to record levels 

(₹ 20.18L and  ₹22.08L). Factors include continued economic expansion, rising 

http://www.uijmr.in/


 

United International Journal Of Multidisciplinary Research (UIJMR) 
An International Peer-Reviewed and Refereed Multidisciplinary Journal 

ISSN:3048-6726 | Impact Factor:6.934 (SJIF) 
Volume 3, Special Issue -V, 2026;Website:www.uijmr.in 

       24          Two Days National Seminaron“GST Reforms and Impact on MSMEs and  

Entrepreneurship”06th & 07th April 2026,Government Degree CollegeVikarabad 

base effect, digitalization of compliance, and an expanding taxpayer base (active 

GST registrants ~1.5 crore as of 2025). 

Anomalies: The FY2020–21 drop is the main anomaly, due to lockdown. Apart 

from that, growth is fairly smooth. High inflation during 2021–22 and 2022–23 

(CPI ~6–7%) inflated nominal tax collections. Early in GST rollout, one-time 

effects (like the introduction of e-invoicing, fraud controls, and rate cuts on housing, 

autos, etc.) also briefly affected trends. 

Key Drivers and Policy Factors 

GST Implementation: Replacing multiple taxes (excise, service tax, VAT) with 

one unified tax has gradually broadened the base. “One nation, one tax” made 

compliance uniform and easier. Over 8 years, policy tweaks (rate rationalizations, 

IT portals) have encouraged more taxpayers into the system. 

Compliance and Formalization: The rise to 1.51 crore active taxpayers by 2025 

indicates improved compliance. Measures like e-invoicing, QRMP scheme, and 

digital filing eased reporting. Audits and enforcement (anti-evasion) also helped 

increase collections (e.g. record : ₹.22.08L in FY25). 

COVID-19 Impact: Lockdowns disrupted business activity, causing the FY2020–

21 drop. In response, GST Council provided relief by cutting rates on many items 

(e.g. in July 2020) and simplifying returns. Once restrictions lifted, the pent-up 

demand and stimulus spending drove a sharp rebound. 

Economic Growth: Higher GDP growth (real ~8.7% in FY22, ~7% in FY23) and 

high inflation boosted GST. Sectors like manufacturing and services recovered 

strongly post-2020, raising transaction volumes and tax. Low base effect from FY21 

also amplified percentage gains in FY22–23. 

Policy Milestones: Several GST Council decisions impacted revenue: e.g. lowering 

GST on affordable housing in 2019, reducing highest rate items, integrating cess 

into tax in 2022, and phasing out compensation cess (June 2022) which changed the 

composition of revenues. These helped maintain buoyancy. 

The consistent rise in GST revenues, despite the 2020 shock, reflects India’s 

recovery and deeper tax base. By FY 2024–25, collections nearly reached : Rs.22 

lakh crore, highlighting robust formal-sector demand and improved compliance. 

Continued efforts to simplify GST (e.g. reduced return filings, better IT systems) 

may sustain growth. 

Regional Performance (Key Zones) 

 While official "Zone-wise" reports often refer to the 21 Central GST 

Zones (e.g., Mumbai, Bengaluru, Delhi), the government primarily releases 

data State-wise.  
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 Maharashtra Zone: Consistently the highest contributor, accounting for 

over 10% of national revenue (e.g., ₹.16,581 crore in February 2026). 

 Southern Zone (Karnataka/Tamil Nadu): Karnataka often ranks second, 

with collections reaching : ₹.13,014 crore (March 2024), followed closely 

by Tamil Nadu. 

 Western Zone (Gujarat): A major manufacturing hub, Gujarat consistently 

remains in the top four contributors. 

 Northern Zone (Haryana/Delhi): Haryana and Delhi are high-buoyancy 

regions due to corporate headquarters and service hubs.  

 Recent Monthly Snapshot (Feb 2026) 

 The following states represent the highest-performing administrative 

regions for the most recent period:  

 Maharashtra: ₹.16,581 Cr 

 Karnataka: : ₹.8,061 Cr 

 Gujarat: : ₹.7,598 Cr 

 Tamil Nadu: : ₹.6,811 Cr 

 Uttar Pradesh: : ₹.7,456 Cr  

 System Evolution for 2026 

 GST 2.0: Reforms expected by April 1, 2026, aim to simplify the rate 

structure to four primary slabs (0%, 5%, 18%, and 40%). 

 Compliance: As of April 2025, active registrations exceeded 1.51 crore, 

driving the collection surge 

As GST evolved and started gaining stability in the last 8 years, the 

government, taxpayers, and tax administrators have been proactively working 

closely to remove the hurdles, which is inevitable for the massive transformative 

exercise of redrawing the country’s indirect tax horizon. Emboldened by the 

experiences of half a decade, the remaining gaps between expectations and progress 

so far can be addressed to further simplify the tax structure, enhance the Ease of 

Doing Business index ranking, increase compliance and an overall reduction in tax 

rates and prices, and augment revenue. 

 

Impact of GST on the Indian Economy  

GST can be explained as a kind of tax that can be applied throughout India. It has 

impacted the Indian economy in a lot of ways. Firstly, it can be said that GST 

helped in the economic development of the country. It helped in decreasing the 

charges for services and goods. To understand the impact of GST on the Indian 

economy, it can be said that GST can be useful for enhancing FDI’s flow. In the 
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long run, GST can help increase the revenue of the government. The ease with 

which businesses are done in India can also be facilitated through GST. Further, 

GST may also help create more opportunities in terms of employment. Apart from 

all these points, with the help of GST, a sort of transparency can be found in the 

whole system, such that the buyers would know about the taxes that they are paying 

and what the basis for these taxes is.  

 

It may be said that, with the help of GST, facilitation of economic growth is 

expected in India. The positive impact of GST on the Indian economy can be 

achieved by creating a system of transparency in the sales process. Further, ease in 

doing business can be achieved since, with the help of GST, the requirement for 

paying various diverse taxes in diverse states. Thus, with this, the positive impact of 

GST can be understood. On the other hand, the negative impact of GST can be such 

that certain sectors may be at a loss because of the increased price of their 

commodities. As observed in the above sections, one can gain a better 

understanding of various concepts such as goods and services tax, the impact of 

GST on the Indian economy, and the negative impact of GST on the Indian 

economy. It can be noted that the full form of GST is a goods and services tax, and 

this tax has impacted the Indian economy in a lot of ways. Thus, it can be concluded 

that, with the help of the above discussion, the concept regarding the impact of GST 

on the Indian economy project can be understood. 

 

GST Impact on the Indian Economy  

 Reduces the tax burden on producers, which will stimulate the producers to 

produce more. The previous tax structure, pumped with myriad tax clauses, 

prevented manufacturers from producing to their optimum capacity and 

retarded growth. GST will take care of this problem by providing a tax 

credit to the manufacturer. 

 There will be more transparency in the system as consumers will have a 

complete idea of the amount being charged to them as tax. 

 It increases the tax revenue of the government, which improves the 

economy of the country. 

 Goods and Service Tax will remove the bundle of indirect taxes like VAT, 

CST, service tax, CAD, SADv, and excise. 

 Less tax compliance and a simplified tax policy as compared to the 

previous tax structure. 

 Removal of the cascading effect of taxes, i.e., removes double taxes. 

http://www.uijmr.in/


 

United International Journal Of Multidisciplinary Research (UIJMR) 
An International Peer-Reviewed and Refereed Multidisciplinary Journal 

ISSN:3048-6726 | Impact Factor:6.934 (SJIF) 
Volume 3, Special Issue -V, 2026;Website:www.uijmr.in 

       27          Two Days National Seminaron“GST Reforms and Impact on MSMEs and  

Entrepreneurship”06th & 07th April 2026,Government Degree CollegeVikarabad 

 Reduction of manufacturing costs due to a lower burden of taxes on the 

manufacturing sector. These results mean that the prices of consumer goods 

will likely come down. 

 Increases the demand and supply of consumer goods. 

 Control of black money circulation as the system normally followed by 

traders and shopkeepers will be put to a mandatory check. 

 Different tax barriers, like check posts and toll plazas, lead to the wastage 

of unpreserved items being transported. This penalty transforms into major 

costs due to higher needs for buffer stock and warehouse costs. A single 

taxation system will eliminate this roadblock. 

 GST will provide credit for the taxes paid by producers in the goods or 

services chain. This is expected to encourage producers to buy raw 

materials from different registered dealers and to bring in more vendors and 

suppliers under the purview of taxation. 

 Removes the customs duties applicable to exports. The nation’s 

competitiveness in foreign markets will increase on account of lower 

transaction costs. 

 The GST will reshape the indirect tax structure by dissolving the majority 

of indirect taxes like excise, sales, and service levies prevailing in the 

country. This will definitely do away with the complex indirect tax 

structure of the country; hence, it will improve the ease of doing business in 

the country. 

 According to the International Monetary Fund (IMF), the adoption of the 

goods and service tax could help raise India’s medium-term gross domestic 

product (GDP) growth to over 8% and create a single national market for 

enhancing the efficiency of the movement of goods and services. 

 

The Goods and Services Tax (GST) has transformed the Indian economy by 

replacing multiple indirect taxes with a unified structure, enhancing efficiency, 

reducing cascading tax effects, and boosting formalization. It has improved 

logistics, increased tax compliance, and is expected to boost GDP growth by 0.8%, 

benefiting consumers through lower costs on essential goods. 

 

The Goods and Services Tax (GST), implemented on 1 July 2017, replaced a 

fragmented web of central and state indirect taxes (like VAT, excise duty, and 

service tax) with a unified, destination-based tax system. Its primary goal was to 

create a single national market under the motto "One Nation, One Tax, One 

Market".  
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Macro-Economic Impacts 

 GDP Growth: By streamlining tax structures and facilitating smoother 

interstate trade, GST has contributed to long-term GDP growth. Some 

early government estimates projected a boost of approximately 2% to the 

national GDP. 

 Revenue Collection: Gross GST collections reached record highs, 

exceeding ₹20.18 trillion in FY24, an 11.7% increase from the previous 

year. This is driven by improved compliance and an expanded tax base. 

 Inflation (CPI): While the initial rollout caused temporary inflationary 

pressure, the long-term elimination of cascading taxes (tax-on-tax) has 

helped stabilise prices for many essential commodities. 

 Formalisation: The digital-first nature of GST (via the GSTN portal) has 

incentivised small businesses to enter the formal economy, enhancing 

transparency and reducing tax evasion.  

Business & Sectoral Impacts 

 Supply Chain & Logistics: The removal of state-level barriers and the 

introduction of the e-way bill system have significantly reduced transit 

times and logistics costs. Businesses have shifted from maintaining multiple 

state-specific warehouses to larger, regionally optimised hubs. 

 Manufacturing: Benefit from a seamless flow of Input Tax Credits 

(ITC), which reduces the overall cost of production and improves global 

competitiveness. 

 Small & Medium Enterprises (SMEs): While the Composition 

Scheme provides relief to smaller businesses, many still struggle with 

high compliance costs and frequent digital filing requirements. 

 Exclusions: High-revenue sectors like petroleum products (petrol, diesel) 

and alcoholic liquor for human consumption currently remain outside the 

GST ambit and continue to attract state-specific taxes.  

Current Developments (GST 2.0) 

 Rate Rationalisation: Recent policy discussions (as of late 2025/early 

2026) are moving towards a simplified two-slab or three-slab 

structure (potentially 5% and 18%) to replace the current four-tier system, 

aiming to further boost consumption-led growth. 

 Next-Gen Reforms: Ongoing updates focus on AI-powered audits, 

automated reconciliations, and further reducing compliance burdens to 

support India's goal of becoming a $5 trillion economy. 
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The 7 Pillars of Next-Gen GST Reforms (GST 2.0) 

The 7 Pillars of Next-Gen GST Reforms (GST 2.0) announced in September 2025 

focus on simplifying the tax structure to a two-slab system (5% & 18%), enhancing 

technology-driven compliance (AI-driven audits), boosting MSMEs and 

manufacturing, providing rate relief to consumers, and ensuring stable revenue for 

states.  

 

The 7 Key Pillars of Next-Gen GST Reforms 

 One Nation, One Tax (Strengthening Foundation): Aiming to broaden 

the taxpayer base and enhance the simplicity of the existing unified tax 

structure. 

 Simpler Two-Tier Structure: Rationalizing rates into a 2-slab system (5% 

& 18%), reducing the complexity of multiple rates and simplifying 

compliance 

 Tech-Enabled Filing: Implementing AI-driven risk detection, easier 

registration for smaller businesses, and simplifying return filing to enhance 

transparency. 

 Faster Refunds and Duty Improvements: Correcting inverted duty 

structures and offering 90% upfront provisional refunds to exporters to 

boost cash flow. 

 Consumers First: Reducing GST on daily essentials (packaged food, 

household items) to 5% or Nil, and lowering rates on electronics/autos. 

 Empowering MSMEs and Manufacturers: Easing the compliance burden 

on smaller businesses and promoting 'Make in India' through competitive 

taxation. 

 Stronger States, Stronger Bharat: Ensuring steady tax revenue for states 

through a higher consumption-driven base and a 40% rate on luxury/sin 

goods.  

Key Changes Under These Reforms: 

 Rate Cuts: Many electronics, ACs, cement, and small cars moved from 

28% to 18%. 

 Essentials: Items like UHT milk and certain packaged foods reduced to nil 

or 5%. 

 Sin Goods: A 40% rate introduced for luxury goods and sin goods 

(tobacco, high-end cars). 

 Manufacturing Boost: Lowered GST on renewable energy devices and 

agricultural machinery.  
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 These reforms, expected to be fully implemented by late 2025/early 2026, 

aimed to make the tax regime more efficient and consumer-friendly 

 
Key Structural Trends: "GST 2.0" (2025 Reforms)  

Launched on September 22, 2025, these reforms aimed to simplify the tax structure 

and boost consumer demand.  

Slab Rationalization: The previous 12% and 28% slabs were largely abolished. 

Most items from these categories moved to a simplified two-slab structure of 5% 

(Merit) and 18% (Standard). 

Luxury and Sin Tax: A new 40% GST rate was introduced for demerit and luxury 

goods, such as high-end vehicles, tobacco, and online gaming, replacing the earlier 

28% plus cess model. 

Essential Relief: Health and Life Insurance: Premiums are now exempt from GST. 

Household Staples: Items like packaged food, medicines, and educational 

stationery were moved to the 0% or 5% slabs. 

White Goods: Air conditioners, refrigerators, and washing machines were reduced 

from 28% to 18%.  

Technological and Compliance Trends 

Compliance has become increasingly automated, moving toward real-time, "system-

driven" enforcement.  

E-Invoicing Expansion: As of 2025, e-invoicing is mandatory for businesses with 

an annual turnover of₹5 crore and above. 

Invoice Management System (IMS): A new portal functionality allows recipients 

to accept, reject, or keep invoices pending, ensuring only verified credits are 

claimed. 

Hard Validations: Starting in 2025, the portal enforces "hard-locking" of GSTR-

3B fields, making them non-editable once auto-populated from GSTR-1 to prevent 

mismatches. 

Three-Year Time Bar: Effective December 1, 2025, the GST portal blocks the 

filing of any return that is more than three years past its original due date. 
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Fast-Track Registration: New "low-risk" applicants can now receive automated 

GSTIN approval within three working days using Aadhaar-based biometric 

authentication.  

The "GST 2.0" reforms are projected to reduce inflation by up to 1.1 percentage 

points by lowering the tax burden on mass-consumption items. While a short-term 

revenue loss of ₹48,000 crore is expected due to rate cuts, experts anticipate this 

will be offset by increased demand, a broader tax base (currently over 1.51 crore 

active registrations), and reduced litigation through the now-operational GST 

Appellate Tribunal (GSTAT). 

 

Suggestions 

 The government should construct a proper monitoring system to evaluate 

the impact of the implementation of GST. 

 The researcher would like to suggest that taxpayer education or public 

awareness campaigns need to be provided by the central government. 

 Public workshops, training, and various seminars on GST must be 

conducted in all states by their respective state governments.  

 Joint operation between consumer associations and nongovernmental 

organisations to ensure worldwide pricing monitoring. 

  

Conclusion  

The Goods and Services Tax (GST) in India has entered a "Next-Gen" phase in 

2025, characterized by the most significant structural overhaul since its 2017 

launch. The regime has shifted from a complex four-tier system to a more 

streamlined model, driving record-breaking revenue collections that surpassed₹22 

lakh crore in the 2024-25 fiscal year. 

 

The Goods and Services Tax (GST), since its implementation in July 2017, has 

marked a fundamental transformation in India’s taxation structure. Designed to 

replace a fragmented system of multiple indirect taxes, GST has succeeded in 

unifying the country into a single economic market. This study critically examined 

the multi-dimensional impacts of GST from 2017 to 2025 across fiscal, economic, 

sectoral, and administrative fronts using government data, economic reports, and 

academic insights. As GST collections rose significantly from ₹7.41 lakh crore in 

2017–18 to₹22.08 lakh crore in 2024–25. This increase is a result of improved tax 

compliance, the widening of the tax base, and the introduction of digital tax filing 

mechanisms. The use of e-invoicing, online return filing, and the Goods and 
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Services Tax Network (GSTN) has made the tax process more transparent and 

efficient, contributing to reduced revenue leakages. 

 

In summary, the "Next-Generation GST" reforms lay the foundation for a more 

resilient and prosperous India by prioritizing simplification, rate rationalization, and 

administrative efficiency. While implementation challenges remain, the 

comprehensive nature of these reforms positions the Indian economy to navigate 

global headwinds and rely on its strong domestic fundamentals for sustained 

expansion. The success of this new framework will depend on the full pass-through 

of benefits and the seamless operationalization of the new compliance and dispute 

resolution mechanisms. This marks a new, strategic chapter in India's economic 

journey, where fiscal policy is being leveraged not just for revenue, but as a direct 

driver of growth and public welfare. 
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Abstract 

The global economy is increasingly dominated by the service sector, which requires 

specialized marketing strategies due to the unique characteristics of services such as 

intangibility, inseparability, variability, and perishability. The Service Marketing 

Triangle provides a strategic framework that integrates three critical 

relationships—external marketing, internal marketing, and interactive marketing—

to ensure alignment between service promises and actual service delivery. This 

study examines the theoretical foundations and practical relevance of the Service 

Marketing Triangle in enhancing service quality and customer satisfaction. 

 

External marketing focuses on communicating value propositions and setting 

realistic customer expectations through various promotional strategies. Internal 

marketing emphasizes empowering employees through training, motivation, and 

organizational support so they can effectively deliver the promised services. 

Interactive marketing represents the direct interactions between employees and 

customers during service encounters, where the actual service experience is created. 

Drawing insights from multiple service industries such as hospitality, banking, 

healthcare, education, and retail, the study highlights how successful organizations 

integrate these three dimensions to build trust, enhance service quality, and foster 

long-term customer relationships. The findings suggest that organizations that 

strategically coordinate external, internal, and interactive marketing can achieve 

sustainable competitive advantage and improved customer loyalty in highly 

competitive service environments. 

 

 

Keywords: Service Marketing Triangle; External Marketing; Internal Marketing; 

Interactive Marketing; Service Quality; Customer Experience; Relationship 

Marketing; Service Management. 
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1. Introduction 

Services dominate the global economy, contributing over 70% to GDP in 

2024, according to the World Bank, with sectors like hospitality, banking, 

education, and healthcare driving this growth. Unlike tangible products, services are 

characterized by intangibility (cannot be touched), inseparability (produced and 

consumed simultaneously), variability (dependent on provider and context), and 

perishability (cannot be stored). These traits necessitate specialized marketing 

strategies that go beyond traditional product-focused approaches. The Service 

Marketing Triangle, pioneered by Christian Grönroos and refined by scholars like 

Philip Kotler, Leonard Berry, and Valarie Zeithaml, is a cornerstone framework that 

addresses these challenges by integrating three critical relationships: External 

Marketing (organization to customers), Internal Marketing (organization to 

employees), and Interactive Marketing (employees to customers). Relationship 

Marketing serves as an overarching philosophy, fostering long-term customer 

loyalty and trust. 

 

The triangle emphasizes the alignment of promises made to customers with 

the performance delivered, ensuring service quality and competitive advantage. For 

Business managementstudents, understanding the triangle is essential for navigating 

the complexities of service-dominated markets, where customer perceptions and 

employee performance are paramount. This chapter provides a comprehensive 

exploration of the triangle’s components, delving into their theoretical foundations, 

stakeholder dynamics, and practical applications across industries. Through detailed 

frameworks, real-world case studies, comparative analyses, global perspectives, and 

pedagogical tools, we aim to equip future leaders with the knowledge and skills to 

orchestrate service excellence in diverse contexts. 

 

The chapter also addresses contemporary challenges, such as technological 

disruption, cultural influences, and ethical considerations, which shape the 

triangle’s application in 2025. For instance, the rise of artificial intelligence (AI) 

and big data analytics has transformed how firms craft external promises, train 

employees, and personalize customer interactions. Similarly, globalization demands 

culturally sensitive marketing strategies, while ethical concerns like data privacy 

and employee welfare require careful navigation. By the end of this chapter, 

students will have a nuanced understanding of how to leverage the Service 

Marketing Triangle to create value, enhance customer satisfaction, and drive 

organizational success. 
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Objectives of the Study 

1. To examine the conceptual and theoretical foundations of the Service 

Marketing Triangle and its role in aligning service promises with actual 

service delivery in modern service organizations. 

2. To analyze the roles of external marketing, internal marketing, and 

interactive marketing in enhancing service quality, customer satisfaction, 

and employee engagement across service industries. 

3. To evaluate how the integration of the Service Marketing Triangle 

contributes to sustainable competitive advantage and long-term customer 

relationship management in contemporary service environments. 

 

2. Theoretical Foundations of the Service Marketing Triangle 

The Service Marketing Triangle is grounded in services marketing theories 

that address the unique challenges of intangible offerings. The SERVQUAL model 

by Parasuraman, Zeithaml, and Berry (1988) is a key foundation, identifying five 

gaps in service quality: knowledge (misunderstanding customer needs), standards 

(inadequate service specifications), delivery (failure to meet standards), 

communication (overpromising), and perception (customer dissatisfaction). The 

triangle mitigates these gaps by aligning organizational strategies with employee 

capabilities and customer expectations. Grönroos’s (1984) service quality model 

further distinguishes between technical quality (what is delivered, e.g., a successful 

surgery) and functional quality (how it is delivered, e.g., empathetic patient care), 

both of which are central to the triangle’s components. 

 

Kotler’s (1994) concept of employees as “part-time marketers” underscores 

the importance of internal marketing in enabling frontline staff to deliver on 

external promises. Berry’s (1983) work on Relationship Marketing shifts the focus 

from transactional exchanges to long-term customer engagement, emphasizing trust 

and mutual value creation. These theories collectively highlight the triangle’s 

holistic approach, integrating marketing, human resources, and operations to 

achieve service excellence. 

 

2.1 Evolution of the Triangle 

The triangle emerged in the 1980s as services marketing gained academic and 

practical prominence. Early marketing theories, rooted in goods-centric models like 

the 4Ps (Product, Price, Place, Promotion), were ill-suited for services due to their 

intangible nature. Grönroos’s seminal work introduced the triangle to address this 
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gap, emphasizing internal marketing’s role in equipping employees to deliver 

consistent service. In the 1990s, the rise of customer relationship management 

(CRM) systems led to the integration of Relationship Marketing, with scholars like 

Reichheld (1996) highlighting the financial benefits of customer retention (e.g., a 

5% increase in retention can boost profits by 25–95%). 

 

The 21st century brought digital transformation, with technologies like AI, machine 

learning, and big data analytics enhancing the triangle’s application. For example, 

AI-driven personalization improves external marketing precision, while e-learning 

platforms streamline internal training. The triangle has also adapted to globalized 

markets, where cultural nuances (e.g., high-context communication in Asia) shape 

service delivery. In 2025, the triangle remains a dynamic framework, addressing 

challenges like sustainability, gig economy workforce dynamics, and ethical data 

use. 

 

2.2 Conceptual Framework 

The Service Marketing Triangle is a visual model that illustrates the interconnected 

roles of the organization, employees, and customers. [Insert Diagram: In Word, use 

SmartArt or Shapes to create a triangle. Place “Organization” at the top vertex, 

“Employees” at the bottom-left vertex, and “Customers” at the bottom-right vertex. 

Draw arrows labeled “External Marketing” (Organization to Customers), “Internal 

Marketing” (Organization to Employees), and “Interactive Marketing” (Employees 

to Customers). Enclose the triangle in a dashed circle labeled “Relationship 

Marketing.” Caption: “Figure 1: The Service Marketing Triangle.”] 

 

This framework underscores the need for alignment across all three relationships. 

External Marketing sets expectations through promises, Internal Marketing ensures 

employees can fulfill those promises, and Interactive Marketing delivers the service 

at the point of contact. Relationship Marketing integrates these efforts to build 

enduring customer loyalty, creating a virtuous cycle of trust and value. 

 

3. Components of the Service Marketing Triangle 

3.1 External Marketing: Making Promises 

External marketing refers to an organization’s outward-facing communication 

efforts aimed at informing, persuading, and attracting customers by making value 

promises about services. It represents the first interaction between the service 

provider and potential customers, shaping expectations and perceptions. Within the 
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Service Marketing Triangle, external marketing defines the relationship between 

the company and the customer by communicating credible and achievable service 

promises. 

3.1.1 Core Purpose of External Marketing: The primary objectives of external 

marketing include establishing brand identity, generating demand, setting realistic 

expectations, building trust and credibility, and differentiating the organization from 

competitors. Because services are intangible, customers rely heavily on marketing 

communication before purchasing; therefore, organizations must provide clear, 

honest, and consistent messages that can later be fulfilled through internal and 

interactive marketing. 

3.1.2 Tools of External Marketing: Organizations use various tools to 

communicate service promises. Traditional media includes advertising (TV, radio, 

newspapers, billboards), sales promotions (discounts, offers, free trials), and public 

relations activities such as press releases and sponsorships. Digital channels 

involve social media campaigns (Instagram, Facebook, LinkedIn), search engine 

marketing (SEO and paid ads), email marketing, and influencer collaborations. 

Additionally, service branding and positioning—through taglines, visual identity, 

testimonials, awards, and certifications—help shape customer perceptions. For 

example, O2 Spa uses luxury visuals and calming language to convey a premium 

service experience. 

3.1.3 Risks of Overpromising: A key risk in external marketing is exaggerating 

service promises. When actual service delivery fails to meet advertised 

expectations, it results in negative word-of-mouth, poor reviews, loss of credibility, 

reduced repeat business, and lowered employee morale. For instance, a broadband 

provider promising “lightning-fast internet speeds” may face backlash if outages 

occur frequently. 

3.1.4 Theoretical Foundations: External marketing is grounded in expectancy-

disconfirmation theory (Oliver, 1980), which states that customer satisfaction 

depends on the gap between expectations and perceived performance. Positive 

disconfirmation increases satisfaction, while negative disconfirmation causes 

dissatisfaction. Effective strategies also rely on segmentation, targeting, and 

positioning (STP) to tailor messages to specific customer groups. For example, 

Rolex targets high-net-worth customers with exclusivity messaging, while 

Walmart emphasizes affordability and accessibility. 

3.1.5 Role of Stakeholders: External marketing effectiveness depends on three key 

stakeholders: 
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 Organization: Conducts market research, designs campaigns, and 

establishes brand positioning. For example, a bank targeting millennial may 

launch a mobile banking app promoted through a “Banking on the Go” 

campaign. 

 Employees: Reinforce service promises through service delivery, 

communication behavior, and feedback from customer interactions. For 

instance, luxury hotel staff must demonstrate personalized service to fulfil 

the brand promise of refined hospitality. 

 Customers: Actively shape brand perception by interpreting marketing 

messages, sharing experiences through reviews and social media, and 

providing feedback that influences future strategies. 

3.1.6 Industry Applications: External marketing strategies vary across sectors: 

 Hospitality: Marriott’s “Travel Brilliantly” campaign promotes 

personalized experiences. Its Bonvoy loyalty program retains about 60% 

of guests and contributes to over $15 billion annual revenue. 

 Banking: HSBC’s “Together We Thrive” campaign focuses on global 

banking services, helping the bank open 10 million new global accounts in 

2024. 

 Education: Harvard’s campaigns attract 40,000 applicants annually 

despite a 3.6% acceptance rate, reinforcing its elite reputation. 

 Healthcare: Cleveland Clinic uses content marketing to educate patients, 

reaching 50 million viewers annually through digital platforms. 

 Retail: Amazon’s Prime Day campaigns generated 250 million orders in 

2024, highlighting the power of large-scale promotional strategies. 

3.1.7 Challenges in External Marketing: Organizations face several challenges: 

 Overpromising: According to IATA (2024), up to 30% of flights face 

delays globally, demonstrating the risks of unrealistic service claims. 

 Market Saturation:Nielsen (2024) reports that 80% of consumers ignore 

digital ads, reducing campaign effectiveness. 

 Cultural Misalignment: Marketing messages that emphasize 

individualism may fail in collectivist cultures in Asia or the Middle East. 

3.1.8: Strategies to Overcome Challenges: Organizations can address these 

challenges through: 

 Realistic and transparent messaging, as practiced by Southwest Airlines, 

which emphasizes clear communication rather than exaggerated promises. 

 Omnichannel integration, combining social media, television, websites, 

and interactive campaigns to improve engagement. 
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 Cultural adaptation and localization, such as McDonald’s adapting 

menus and campaigns in India to align with local cultural preferences. 

3.1.9 Holistic Approach: A holistic approach to external marketing requires 

embedding customer-centricity, transparency, technological integration, and cultural 

intelligence into marketing strategies. By aligning promises with actual service 

capabilities, organizations can strengthen brand equity, enhance customer 

satisfaction, and build long-term loyalty. 

3.2 Internal Marketing: Enabling Promises 

Internal Marketing: Enabling Promises Through Employee Engagement 

focuses on empowering employees so that the promises made through external 

marketing can be effectively delivered. It treats employees as “internal customers” 

who must be motivated, trained, and aligned with the organization’s service vision 

to ensure consistent and high-quality service experiences. 

3.2.1 Concept of Internal Marketing: Internal marketing is a strategic human 

resource approach ensuring that employees understand the service promises 

communicated to customers, possess the necessary capabilities and motivation to 

fulfil them, and feel valued as part of the organizational mission. It therefore bridges 

the gap between service promises and actual service delivery through employee 

behavior and performance. 

3.2.2 Core Components of Internal Marketing: Internal marketing involves 

several key elements: 

1. Recruitment and Selection: Organizations hire individuals who align with 

company culture and service values, often using behavioural interviews, 

role plays, and realistic job previews. For example, Ritz-Carltonrecruits’ 

employees who demonstrate strong hospitality orientation. 

2. Training and Development: Employees receive both technical and 

interpersonal training, including customer service skills, product 

knowledge, problem-solving, and emotional intelligence. Continuous 

learning enables adaptation to evolving technologies. Starbucks, for 

instance, invests heavily in barista training to maintain service consistency. 

3. Empowerment and Autonomy: Employees are encouraged to make 

decisions independently to address customer needs and resolve service 

issues quickly. Southwest Airlines empowers flight attendants to resolve 

passenger issues without managerial approval. 

4. Performance Management and Incentives: Organizations use appraisal 

systems tied to service quality and customer satisfaction. Recognition 
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programs motivate employees; for example, Zappos celebrates employees 

who demonstrate outstanding customer service. 

5. Supportive Organizational Culture: A positive culture promoting 

teamwork, open communication, and employee well-being strengthens 

commitment to service excellence. Google’s innovation-driven culture 

enhances employee motivation and customer experience. 

3.2.3 Strategic Importance of Internal Marketing 

Internal marketing aligns employees with organizational service goals, ensuring 

consistency in service delivery and reducing the “promise-performance gap.” By 

prioritizing employee satisfaction, organizations improve productivity, service 

quality, and customer loyalty. 

3.2.4 Theoretical Foundations: Internal marketing is supported by several 

organizational behavior theories: 

 Herzberg’s Two-Factor Theory (1966) distinguishes between motivators 

(recognition, achievement, responsibility, growth) and hygiene factors 

(salary, job security, working conditions). Addressing hygiene factors while 

strengthening motivators improves employee engagement. According to 

Gallup (2024), engaged employees are 20% more productive and 

contribute to a 15% increase in customer satisfaction. 

 Social Learning Theory (Bandura, 1977) explains that employees learn 

through observation, imitation, and feedback. Training methods such as 

mentoring, role-playing, and shadowing experienced staff help develop 

service skills and self-efficacy. 

 Additional perspectives include Maslow’s Hierarchy of Needs, Equity 

Theory, and the Job Characteristics Model, which highlight the role of 

fairness, motivation, and job design in enhancing employee performance. 

3.2.5 Role of Stakeholders: Internal marketing involves multiple stakeholders. The 

organization invests in onboarding, training, and incentives; employees internalize 

service values and act as brand ambassadors; and customers benefit indirectly from 

consistent and high-quality service experiences. 

3.2.6 Industry Applications: Internal marketing practices vary across industries: 

 Hospitality: Ritz-Carlton conducts daily “line-ups” to reinforce service 

standards and allows employees to spend up to $2,000 per guest incident 

to resolve issues, contributing to 95% staff satisfaction. 

 Banking: Following its 2016 scandal, Wells Fargo implemented ethics 

training and internal campaigns, reducing misconduct cases by 40%. 
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 Education:Stanford University invests in faculty development programs, 

leading to over 90% of students rating courses highly. 

 Healthcare:Mayo Clinic’s “The Mayo Way” training emphasizes 

empathy and patient-centered care, with about 90% of staff reporting 

high job satisfaction. 

 Airlines:Emirates invests approximately $200 million annually in crew 

training, reducing staff turnover by 25% and strengthening service quality. 

3.2.7 Employee Engagement Cycle 

The Employee Engagement Cycle illustrates how internal marketing creates a 

continuous improvement loop. Training and development enhance employee skills, 

empowerment increases ownership and responsiveness, improved service 

performance strengthens customer satisfaction, and motivation reinforces employee 

commitment. This cycle ensures sustained service excellence and organizational 

success. 

 
Fig 1: Employee Engagement Cycle 

Components of Employee Engagement Cycle 

1. Training & Development: Training and development form the foundation of 

the Employee Engagement Cycle, equipping employees with technical and 

interpersonal skills required for effective job performance. It also promotes service 

culture education and continuous learning so employees can adapt to evolving 

customer expectations and industry trends. Well-designed training programs signal 

organizational investment in employee growth, increasing loyalty, competence, and 

engagement. 

 

A recent initiative by Walmart (2024) introduced a tuition-free internal training 

program to develop technical skills among employees in areas such as HVAC 

maintenance, electrical work, and facility operations. Nearly 400 employees 

completed the program, and the company aims to train 4,000 employees by 2030, 
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demonstrating how structured training improves workforce capability and career 

mobility.  

2. Empowerment: Empowerment follows training and involves delegating 

authority, encouraging autonomy, and providing resources so employees can 

make decisions independently. Empowered employees feel trusted and take 

ownership of their work, enabling faster problem resolution and personalized 

service for customers. 

 

The Ritz-Carlton hotel chain is widely recognized for empowering employees 

through its famous “$2,000 rule.” Each employee is authorized to spend up to 

$2,000 per guest, per incident to resolve service issues or enhance the guest 

experience without managerial approval. This policy encourages quick decision-

making and exceptional service quality.  

 

3. Service Performance: Service performance is the observable outcome of 

effective internal marketing and employee engagement. It reflects how well 

employees meet service standards, resolve customer problems, and provide 

empathetic and personalized interactions. High service performance strengthens 

brand credibility and customer loyalty. 

 

Companies like Ritz-Carlton demonstrate strong service performance through 

employee empowerment and customer-focused service culture. Employees trained 

and trusted to act quickly can deliver personalized experiences that enhance 

customer satisfaction and reinforce brand reputation.  

 

4. Motivation: Motivation completes the engagement cycle by sustaining employee 

performance and encouraging continuous improvement. Organizations motivate 

employees through recognition, rewards, constructive feedback, and a sense of 

purpose aligned with organizational goals. Motivated employees are more 

committed to maintaining high service standards and pursuing further skill 

development. 

 

Technology companies such as Salesforce have implemented AI-based career 

development platforms like Career Connect, which recommend training 

opportunities and career paths for employees. During a pilot program involving 

1,200 employees, 74% actively used the platform, 40% enrolled in 
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recommended courses, and 28% applied for internal roles, demonstrating how 

career growth opportunities can significantly motivate employees.  

 

3.2.8 How the Cycle Drives Continuous Improvement: The Employee 

Engagement Cycle operates as a continuous loop rather than a one-time process. 

Motivation encourages employees to pursue new learning opportunities, leading to 

enhanced training and development. Continuous training strengthens employee 

skills and confidence, enabling improved service delivery and performance. 

Better service performance increases customer satisfaction and organizational 

success, which further motivates employees to sustain high performance. This self-

reinforcing cycle ensures that internal marketing initiatives generate long-term 

benefits for both employees and customers while fostering a culture of excellence, 

adaptability, and continuous improvement. 

 

3.2.9 Practical Implications for Managers: Managers can effectively implement 

the Employee Engagement Cycle by designing integrated internal marketing 

programs that connect training, empowerment, and motivation. Monitoring 

employee performance at each stage helps identify gaps and improvement 

opportunities. Encouraging open communication allows managers to understand 

employee needs and build a supportive workplace culture. Additionally, recognizing 

achievements and celebrating successes helps maintain employee engagement and 

motivation. 

 

3.2.10 Challenges in Internal Marketing: Despite its benefits, organizations face 

several challenges in sustaining an engaged workforce. 

1. High Turnover: Service industries often experience high employee 

turnover, which disrupts service consistency and increases recruitment and 

training costs. According to the U.S. Bureau of Labor Statistics (BLS, 

2024), turnover in the retail sector can reach 50% annually, resulting in 

reduced team cohesion, loss of institutional knowledge, and inconsistent 

service delivery. 

2. Skill Gaps: Technological advancements require employees to 

continuously upgrade their skills. Gartner (2024) reports that about 30% 

of service workers lack essential digital skills, such as CRM usage, data 

analytics, and digital communication, limiting service innovation and 

operational efficiency. 
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3. Employee Burnout and Stress: High workloads and emotional labor often 

cause burnout among service employees. The American Medical 

Association (AMA, 2024) reports that 40% of nurses experience chronic 

stress, which can reduce productivity, increase absenteeism, and weaken 

service quality. 

4.4 Framework: Moment of Truth Matrix 

The Moment of Truth Matrix categorizes service encounters by complexity and 

impact. [Insert Diagram: In Word, create a 2x2 matrix with axes labeled 

“Complexity” (horizontal) and “Impact” (vertical). Label quadrants: Low 

Complexity/Low Impact (“Routine,” e.g., greeting), High Complexity/Low Impact 

(“Complex,” e.g., technical support), Low Complexity/High Impact (“Critical,” e.g., 

complaint resolution), High Complexity/High Impact (“Transformative,” e.g., life-

saving surgery). Caption: “Figure 4: Moment of Truth Matrix.”] 

 

4.5 Challenges and Strategies 

Challenges include variability (e.g., 25% of encounters vary by employee, 

McKinsey, 2024), emotional labor (e.g., 35% of service workers report burnout, 

Gallup, 2024), and customer misbehavior (e.g., 15% of retail interactions involve 

aggression, NRF, 2024). Strategies include standardized protocols, emotional 

intelligence training, and de-escalation techniques. 

 

 

5 Relationship Marketing: Sustaining Promises 

Relationship Marketing integrates external, internal, and interactive marketing to 

build long-term customer relationships. It emphasizes retention, loyalty programs, 

personalization, and trust, viewing customers as partners. Firms with strong 

relationship marketing see 25% higher Customer Lifetime Value (CLV) (Harvard 

Business Review, 2024). 

5.1 Theoretical Underpinnings 

Relationship Marketing is rooted in social exchange theory (Blau, 1964), where 

mutual benefits drive long-term engagement. The CLV model quantifies retention’s 

financial impact, guiding resource allocation. Commitment-trust theory (Morgan & 

Hunt, 1994) highlights trust as a cornerstone of loyalty, critical in high-involvement 

services like banking and healthcare. 

5.2 Role of Stakeholders 

 Organization: Designs CRM systems, loyalty programs, and personalized 

communications to track and reward engagement. 
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 Employees: Nurture relationships through consistent, empathetic 

interactions, building trust over time. 

 Customers: Provide feedback, repeat purchases, and advocacy, co-creating 

value and strengthening ties. 

 

5.3 Industry Applications 

 Hospitality: Hilton’s Honors program rewards repeat guests, retaining 65% 

of members (Hilton, 2024). 

 Banking: American Express’s Platinum Card offers exclusive benefits, 

fostering loyalty among 70% of cardholders (Amex, 2024). 

 Education: Oxford’s alumni networks strengthen lifelong ties, with 50% 

donating annually (Oxford, 2024). 

 Healthcare: Kaiser Permanente’s patient portals enhance engagement, with 

80% using digital tools (Kaiser, 2024). 

 Airlines: Delta’s SkyMiles program retains 60% of frequent flyers (Delta, 

2024). 

 

5.4 Framework: Relationship Marketing Pyramid 

The Relationship Marketing Pyramid illustrates the progression from acquisition to 

advocacy. [Insert Diagram: In Word, create a pyramid with four levels labeled 

“Acquisition” (base), “Retention,” “Loyalty,” and “Advocacy” (top). Caption: 

“Figure 5: Relationship Marketing Pyramid.”] 

 

5.5 Challenges and Strategies 

Challenges include data privacy (e.g., 40% of firms faced breaches, IBM, 2024), 

loyalty fatigue (e.g., 30% of customers ignore rewards, Forrester, 2024), and high 

costs (e.g., CRM systems cost $10,000–$1 million, Gartner, 2024). Strategies 

include GDPR-compliant data practices, gamified loyalty programs, and cost-

effective digital tools. 

 

6. Comparative Analysis 

6.1 Internal vs. External Marketing: Internal Marketing equips employees to 

deliver services, while External Marketing shapes customer expectations. [Insert 

Table: In Word, create a table with columns “Criterion,” “Internal Marketing,” and 

“External Marketing.” Rows: Focus (Employees vs. Customers), Tools 

(Training/Incentives vs. Advertising/Branding), Objective (Enable Performance vs. 
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Shape Perceptions), Metrics (Engagement/Turnover vs. Awareness/Acquisition). 

Caption: “Table 1: Internal vs. External Marketing.”] 

 

Synergies occur when internal marketing aligns employees with external promises, 

as in Southwest Airlines’ “LUV” brand, supported by a 20% lower turnover rate 

(Southwest, 2024). Tensions arise when external campaigns overpromise, as in 

budget airlines facing 30% complaint rates due to undertrained staff (IATA, 2024). 

 

6.2 Interactive vs. Relationship Marketing: Interactive Marketing delivers 

immediate service encounters, while Relationship Marketing builds long-term 

loyalty. [Insert Table: In Word, create a table with columns “Criterion,” “Interactive 

Marketing,” and “Relationship Marketing.” Rows: Timeframe (Short-term vs. 

Long-term), Interaction (Employee-Customer vs. Organization-Customer), Goal 

(Deliver Quality vs. Build Trust), Technology (POS Systems vs. CRM Platforms). 

Caption: “Table 2: Interactive vs. Relationship Marketing.”] 

 

Interactive marketing fuels relationship marketing through positive encounters, as in 

Amazon’s 90% customer retention via seamless service (Amazon, 2024). Tensions 

occur when inconsistent interactions undermine loyalty, such as call centers with 

25% dissatisfaction rates (Forrester, 2024). 

6.3 External vs. Interactive Marketing: External Marketing sets expectations, 

while Interactive Marketing delivers the service. Synergies occur when promises 

match delivery, as in Disney’s 95% guest satisfaction driven by aligned campaigns 

and staff performance (Disney, 2024). Tensions arise when delivery falls short, as in 

telecom firms with 20% churn due to service gaps (Deloitte, 2024). 

 

7. Case Studies 

7.1 Ritz-Carlton (Hospitality): Ritz-Carlton’s “Gold Standards” integrate the 

triangle. External Marketing promises “unforgettable” experiences, reaching 10 

million impressions (Ritz-Carlton, 2024). Internal Marketing empowers employees 

with a $2,000 budget, with 95% trained annually. Interactive Marketing 

personalizes service, achieving 90% retention (J.D. Power, 2024). Relationship 

Marketing leverages Rewards, with 70% direct bookings. 

 

7.2 Mayo Clinic (Healthcare): Mayo Clinic’s patient-centered care aligns the 

triangle. External Marketing generates 5 million website visits via thought 

leadership. Internal Marketing trains 60,000 staff, with 90% satisfaction (Mayo 
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Clinic, 2024). Interactive Marketing ensures compassionate care, with 85% patient 

satisfaction (Press Ganey, 2024). Relationship Marketing uses portals, with 80% 

engagement. 

 

7.3 Singapore Airlines (Airlines): Singapore Airlines (SIA) maintains its top 

ranking (Skytrax, 2024). External Marketing reaches 20 million followers. Internal 

Marketing invests $100 million in training, with 98% completion. Interactive 

Marketing achieves 9/10 passenger ratings. Relationship Marketing retains 70% via 

KrisFlyer. 

 

7.4 Coursera (Education): Coursera reaches 100 million learners (Coursera, 

2024). External Marketing promotes flexibility. Internal Marketing certifies 85% of 

instructors. Interactive Marketing engages 90% in forums. Relationship Marketing 

retains 60% via subscriptions. 

 

5.5 Starbucks (Retail): Starbucks delivers the “Starbucks Experience.” External 

Marketing drives 50 million app downloads (Starbucks, 2024). Internal Marketing 

reduces turnover by 30%. Interactive Marketing achieves 80% satisfaction. 

Relationship Marketing retains 25 million via Rewards. 

7.6. Cross-Industry Applications: The triangle’s versatility spans sectors. [Insert 

Table: In Word, create a table with columns “Industry,” “External Marketing,” 

“Internal Marketing,” “Interactive Marketing,” and “Relationship Marketing.” 

Rows: Hospitality (Brand campaigns, Staff empowerment, Guest interactions, 

Loyalty programs), Banking (Digital ads, Ethics training, Teller service, CRM 

systems), Education (Alumni stories, Faculty development, Classroom engagement, 

Alumni networks), Healthcare (Content marketing, Empathy training, Patient 

consultations, Patient portals), Airlines (Global campaigns, Crew training, Cabin 

service, Frequent flyer programs). Caption: “Table 3: Cross-Industry 

Applications.”] 

 

7.7. Global Perspectives: Cultural differences shape the triangle’s application: 

 Asia: High-context cultures emphasize interactive marketing, as in ANA 

Airlines’ 95% satisfaction (Skytrax, 2024). 

 Europe: GDPR-compliant relationship marketing, with Lufthansa retaining 

60% of flyers. 

 North America: External marketing dominates, with Delta reaching 30 

million viewers. 
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 Emerging Markets: Internal marketing overcomes constraints, as in 

Apollo Hospitals’ 80% staff retention (Apollo, 2024). 

 Africa: Community-focused external marketing, with Safaricom’s 70% 

customer retention (Safaricom, 2024). 

8. Technology’s Role in the Triangle 

Technology enhances the triangle: 

 External Marketing: AI personalization, with Netflix increasing 

engagement by 25% (Netflix, 2024). 

 Internal Marketing: E-learning, training 70% of Fortune 500 employees 

(LinkedIn Learning, 2024). 

 Interactive Marketing: Chatbots, with Bank of America’s Erica handling 

10 million queries (BoA, 2024). 

 Relationship Marketing: Salesforce analytics, boosting retention by 20% 

(Salesforce, 2024). 

9. Challenges and Strategies 

9.1 Challenges 

 Overpromising: 30% of flights delayed, despite on-time promises (IATA, 

2024). 

 Employee Burnout: 40% of nurses report stress (AMA, 2024). 

 Customer Variability: 25% of services face expectation gaps (McKinsey, 

2024). 

 Technological Disruption: 50% of firms lag in adoption (Gartner, 2024). 

9.2 Strategies 

 Integrated Governance: Cross-functional teams improve coordination by 

15% (Deloitte, 2024). 

 Wellness Programs: Reduce burnout by 20% (Gallup, 2024). 

 Dynamic Segmentation: AI increases satisfaction by 10% (Forrester, 

2024). 

 Agile Adoption: 60% of firms adopt iterative processes (PwC, 2024). 

10. Ethical Considerations 

 Truthful Marketing: 30% of ads flagged for exaggeration (FTC, 2024). 

 Employee Welfare: 20% of service workers underpaid (BLS, 2024). 

 Data Privacy: 40% of firms face breaches (IBM, 2024). 

11. Future Trends 

 AI Integration: 50% of firms to adopt by 2027 (Gartner, 2024). 

 Sustainability: 60% of consumers prefer eco-friendly brands (Nielsen, 

2024). 
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 Gig Economy: 30% of service jobs gig-based (Upwork, 2024). 

 

12. Summary 

The Service Marketing Triangle aligns promises with delivery through external, 

internal, and interactive marketing, unified by relationship marketing. Case studies 

(Ritz-Carlton, Mayo Clinic, SIA, Coursera, Starbucks) and global applications 

highlight its versatility. Challenges like overpromising and burnout require strategic 

solutions. Future trends, including AI and sustainability, will reshape the triangle, 

demanding adaptive leadership. 
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Abstract 

Artificial Intelligence (AI) and Machine Learning (ML) have emerged as 

transformative technologies that are reshaping industries, economies, and everyday 

life. AI refers to the capability of machines to simulate human intelligence, 

including learning, reasoning, problem-solving, and decision-making. Machine 

Learning, a subset of AI, enables computer systems to learn patterns from data and 

improve their performance without explicit programming. The rapid growth of big 

data, advancements in computational power, and improvements in algorithms have 

accelerated the adoption of AI and ML across various sectors. These technologies 

are widely used in industries such as healthcare, finance, education, agriculture, 

manufacturing, transportation, and e-commerce. AI-based systems improve 

efficiency, enable automation, enhance predictive analytics, and support data-driven 

decision making. However, the widespread adoption of AI also presents several 

challenges including ethical concerns, data privacy issues, algorithmic bias, high 

development costs, and the need for skilled professionals. This paper examines the 

applications of Artificial Intelligence and Machine Learning across industries, 

explores their significance and impact, discusses challenges and limitations, and 

highlights emerging trends and future directions. The study also proposes strategies 

for effective implementation of AI technologies. The findings suggest that AI and 

ML will continue to play a critical role in shaping technological innovation, 

economic growth, and social development in the coming decades. 

 

Keywords: Artificial Intelligence, Machine Learning, Automation, Big Data, 

Predictive Analytics, Digital Transformation. 

 

 

1. Introduction 

Artificial Intelligence (AI) has become one of the most influential 

technological developments of the modern era. AI refers to the ability of machines 

or computer systems to perform tasks that normally require human intelligence such 

as reasoning, learning, problem-solving, perception, and language understanding. 
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Machine Learning (ML), a major subset of AI, involves designing algorithms that 

enable machines to learn from data and improve their performance over time. 

The concept of artificial intelligence was first introduced in the 1950s when 

researchers began exploring the possibility of creating machines that could simulate 

human thinking. Early AI systems were limited in their capabilities due to 

insufficient computing power and limited data availability. However, advancements 

in computer hardware, data storage technologies, and sophisticated algorithms have 

significantly accelerated the development of AI in recent decades. 

Today, AI technologies are integrated into many aspects of daily life. 

Virtual assistants, recommendation systems, automated customer service systems, 

medical diagnostic tools, and self-driving cars are some of the common examples of 

AI applications. Machine learning models analyze large volumes of data to identify 

patterns, predict future outcomes, and assist decision-making processes. 

Organizations across the world are adopting AI technologies to enhance 

productivity, reduce operational costs, and improve service delivery. Governments 

are also investing heavily in AI research to improve public services and strengthen 

national competitiveness in the global economy. 

The rapid growth of AI has led to what many experts describe as the 

Fourth Industrial Revolution, characterized by the fusion of digital, physical, and 

biological technologies. As AI continues to evolve, it is expected to transform 

industries, reshape labor markets, and redefine the relationship between humans and 

machines. 

This paper aims to analyze the applications of Artificial Intelligence and 

Machine Learning, evaluate their significance, examine the challenges associated 

with their adoption, and explore future directions for AI development. 

2. Scope and Significance of the Study 

Artificial Intelligence and Machine Learning have an extensive scope 

across multiple fields including science, technology, business, healthcare, 

education, and public administration. 

The scope of this research includes: 

 Understanding the theoretical concepts of AI and ML 

 Examining their applications across various industries 

 Analyzing the benefits and challenges of AI adoption 

 Exploring emerging trends in AI technology 

 Identifying strategies for successful implementation 

The significance of this study lies in several important aspects. 
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First, AI technologies are transforming industries by enabling automation 

and improving operational efficiency. Organizations can perform complex tasks 

quickly and accurately with the help of intelligent systems. 

Second, AI supports data-driven decision making. Machine learning algorithms 

analyze large datasets and provide insights that help businesses and governments 

make informed decisions. 

Third, AI contributes to economic growth and technological innovation. 

Countries that invest in AI research and development are likely to gain competitive 

advantages in the global economy.Fourth, AI technologies have the potential to 

address major global challenges such as disease diagnosis, climate change 

prediction, disaster management, and sustainable agriculture.Finally, understanding 

the scope and significance of AI is essential for policymakers, researchers, and 

industry leaders who aim to utilize these technologies responsibly and effectively. 

3. Research Objectives 

The primary objectives of this research study are: 

1. To understand the fundamental concepts of Artificial Intelligence and 

Machine Learning. 

2. To examine the applications of AI and ML across various industries. 

3. To analyze the benefits and significance of AI technologies in modern 

society. 

4. To identify the challenges and limitations associated with AI adoption. 

5. To explore emerging trends and future developments in AI technology. 

6. To recommend strategies for effective implementation of AI systems. 

4. Research Methodology 

This study is based on qualitative and descriptive research methods. The 

research relies mainly on secondary data sources. 

The data for this study has been collected from: 

 Academic journals 

 Books on artificial intelligence and machine learning 

 Conference papers and research publications 

 Industry reports 

 Government documents and policy papers 

 Online academic databases 

The collected data was analyzed using descriptive analysis techniques to 

understand the current state of AI applications and identify future research 

directions. 
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5. Review of Literature 

Many researchers have studied the development and impact of Artificial 

Intelligence and Machine Learning.Russell and Norvig (2016) defined AI as the 

study of intelligent agents that perceive their environment and take actions to 

achieve specific goals.Mitchell (1997) described machine learning as the study of 

computer algorithms that improve automatically through experience.Brynjolfsson 

and McAfee (2014) examined how digital technologies such as AI are transforming 

business processes and economic structures.Goodfellow, Bengio, and Courville 

(2016) introduced deep learning techniques that have significantly improved the 

performance of machine learning systems.Jordan and Mitchell (2015) discussed the 

future prospects of machine learning and its role in scientific discovery.These 

studies highlight the increasing importance of AI technologies and emphasize the 

need for further research on their applications and implications. 

6. Applications of Artificial Intelligence and Machine Learning Across 

Industries 

6.1 Healthcare 

AI is revolutionizing healthcare by improving disease diagnosis, drug discovery, 

and patient care. Machine learning algorithms analyze medical data such as imaging 

scans, laboratory results, and patient histories to identify patterns that may indicate 

diseases. AI-powered systems help doctors detect conditions such as cancer, heart 

disease, and neurological disorders at early stages. 

6.2 Finance 

Financial institutions use AI for fraud detection, credit risk analysis, customer 

service automation, and algorithmic trading. Machine learning models analyze 

financial transactions to detect suspicious activities and prevent fraud. 

6.3 Education 

AI technologies support personalized learning, intelligent tutoring systems, and 

automated assessment. AI-based platforms adapt learning materials according to 

individual student needs, improving educational outcomes. 

6.4 AgricultureAI is helping farmers increase agricultural productivity through 

precision farming. Machine learning models analyze weather patterns, soil 

conditions, and crop health to provide recommendations for irrigation, fertilization, 

and pest control. 

6.5 Manufacturing 

Manufacturing industries use AI for predictive maintenance, quality control, and 

production optimization. AI-powered robots can perform repetitive tasks with high 

accuracy and efficiency. 
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6.6 Transportation 

AI technologies are used to develop autonomous vehicles, smart traffic management 

systems, and route optimization tools. These technologies help improve 

transportation safety and efficiency. 

6.7 E-Commerce 

E-commerce companies use AI to provide personalized product recommendations, 

improve customer service through chatbots, and optimize supply chain 

management. 

7. Benefits of Artificial Intelligence and Machine Learning 

AI technologies offer numerous advantages to organizations and societies. 

 Improved efficiency and productivity 

 Automation of repetitive tasks 

 Enhanced data analysis capabilities 

 Better decision-making processes 

 Personalized customer experiences 

 Increased innovation and competitiveness 

These benefits have encouraged organizations worldwide to invest heavily in AI 

technologies. 

8. Challenges and Limitations 

Despite their advantages, AI and ML technologies face several challenges. 

One major challenge is data privacy and security, as AI systems require large 

amounts of sensitive data.Another challenge is algorithmic bias, where biased data 

may produce unfair outcomes. The high cost of development and implementation 

also limits adoption among small organizations.There is also a shortage of skilled 

AI professionals, which creates barriers to implementation. Finally, ethical and 

legal concerns regarding AI decision-making and accountability remain important 

issues. 

9. Emerging Trends and Future Directions 

Several emerging trends are shaping the future of AI. 

Explainable AI is gaining importance as researchers attempt to make AI systems 

more transparent.Edge AI is enabling real-time data processing on devices such as 

smartphones and sensors.AI integration with Internet of Things (IoT) devices is 

creating intelligent smart systems.Generative AI technologies are capable of 

producing text, images, and creative content.Human-AI collaboration is expected to 

become a key component of future workplaces. 

10. Implementation Strategies:Organizations must adopt strategic approaches to 

successfully implement AI technologies. 
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First, organizations should develop a clear AI strategy aligned with their business 

goals.Second, they should invest in strong data infrastructure and data management 

systems.Third, companies must focus on workforce development and AI training 

programs.Fourth, organizations should establish ethical guidelines for responsible 

AI use.Finally, collaboration between academia, industry, and government is 

necessary to promote AI innovation. 

11. Findings 

The study reveals several important findings: 

AI and Machine Learning technologies are transforming industries and improving 

operational efficiency.Organizations that adopt AI technologies gain significant 

competitive advantages.AI systems have the potential to improve decision making 

and innovation across sectors.However, ethical, legal, and technical challenges must 

be addressed to ensure responsible adoption. 

12. Conclusion 

Artificial Intelligence and Machine Learning have become essential 

technologies in the digital age. Their ability to analyze large volumes of data, 

automate complex processes, and provide intelligent insights has revolutionized 

industries worldwide.From healthcare and finance to agriculture and transportation, 

AI technologies are improving efficiency, productivity, and decision-making 

capabilities. However, the adoption of AI also raises important ethical, legal, and 

social concerns that must be addressed through appropriate regulations and 

governance frameworks.Future advancements in AI research and technology will 

continue to shape the global economy and influence the way humans interact with 

machines. Governments, researchers, and industry leaders must work together to 

ensure that AI technologies are developed and implemented in a responsible and 

sustainable manner. 
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Abstract 

Technological advancement has transformed the modern world, yet access to 

technology remains unequal. This disparity, known as the technological gap or 

digital divide, creates barriers in education, employment, and economic growth. 

This article explores real-life inspired scenarios to highlight how technological gaps 

affect individuals and communities, while also emphasizing the importance of 

digital inclusion and skill development. 
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Introduction: Two Classrooms, Two Realities 

In one classroom in Hyderabad, students use tablets, smart boards, and high-speed 

internet to explore global knowledge. Just a few kilometres away, another 

classroom struggles with limited access to computers and unreliable connectivity. 

Both groups of students have the same potential—but not the same opportunities. 

This difference highlights the technological gap, a growing concern in today’s 

digital age. 

A Story from the Hills: When Connectivity Becomes a Luxury 

In a remote village, Meena, a bright student, dreamed of becoming a doctor. During 

online learning periods, she had to climb a hill every day just to access a weak 

mobile signal. 

While urban students attended live classes comfortably, Meena relied on recorded 

lessons sent hours later—if at all. 

Her determination kept her going, but the technological gap made her journey 

significantly harder. 

Understanding the Technological Gap 

The technological gap, often referred to as the digital divide, is the difference 

between individuals or communities that have access to modern technology and 

those that do not. 
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Organizations like International Telecommunication Union and World Bank 

highlight that limited access to digital tools can slow down economic and social 

development. 

The gap exists at multiple levels:Access Gap – Lack of devices or internet. Usage 

Gap – Limited skills to use technology. Quality Gap – Poor connectivity or 

outdated tools 

Real-Life Scenario: A Small Business Left Behind 

Ramesh owned a small grocery store in a local market. When digital payments 

became popular, many nearby shops adopted mobile payment apps. 

However, Ramesh lacked both the knowledge and confidence to use digital tools. 

Gradually, customers preferred shops that offered quick and cashless transactions. 

This shows how technological gaps can directly impact business survival and 

growth. 

Skills Required to Bridge the Technological Gap 

To reduce technological disparities, individuals and communities must develop key 

digital and adaptive skills: 

1. Digital Literacy 

Basic understanding of using devices, internet, and software. 

2. Adaptability to Technology 

Willingness to learn and adopt new tools and platforms. 

3. Problem-Solving Skills 

Using technology to find efficient solutions in daily life. 

4. Communication Skills 

Effective use of digital platforms for communication and collaboration. 

5. Critical Thinking 

Evaluating online information and making informed decisions. 

6. Financial and Technological Awareness 

Understanding digital payments, online safety, and emerging trends. 

7. Lifelong Learning Attitude- Continuously upgrading skills in a rapidly 

changing digital world.Another Story: A Teacher Who Bridged the Gap 

During a challenging academic year, a teacher noticed that many students could not 

attend online classes. 

Instead of giving up, she created simple recorded lessons using her phone and 

shared them through messaging apps that students could access anytime. 

She also conducted small offline sessions for those without devices. 

Her efforts ensured that no student was completely left behind—proving that 

innovation and empathy can reduce technological gaps. 
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The Role of Technology in Inclusion 

Governments and organizations worldwide are working to bridge the digital divide. 

Initiatives supported by UNESCO promote digital education and inclusive learning. 

Affordable smartphones, community internet centers, and digital training programs 

are helping bring more people into the digital ecosystem. 

 

 

 

 

 

 

 

Conclusion: Closing the Gap for a Better Future 

Technology has the power to transform lives—but only when it is accessible to all. 

Bridging the technological gap is not just about providing devices; it is about 

empowering people with skills, confidence, and opportunities. 

As seen in the stories above, even small efforts—by teachers, entrepreneurs, and 

communities—can make a significant difference. 

A truly digital world is one where no one is left behind. 

Source: Facebook Image-Digital Gap in Rural Areas-Limited internet and low 

digital literacy leave many rural consumers vulnerable. 
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Abstract   

The transition towards digitally mediated tax administration has fundamentally 

redefined the mechanisms of revenue collection, compliance monitoring, and 

regulatory oversight in modern economies. In India, systems such as the Goods and 

Services Tax (GST) rely extensively on digital platforms that process vast volumes 

of sensitive financial and transactional data in real time. While this transformation 

enhances administrative efficiency, transparency, and compliance, it simultaneously 

introduces complex challenges related to cybersecurity vulnerabilities and the 

governance of data. In this evolving context, Artificial Intelligence (AI) and 

Machine Learning (ML) have emerged as critical tools for strengthening the 

resilience, security, and efficiency of digital tax infrastructures.   

 

This study examines the role of AI-enabled systems in enhancing cybersecurity 

within digital tax ecosystems through mechanisms such as continuous monitoring, 

anomaly detection, predictive analytics, and risk-based profiling of transactions. 

Machine learning algorithms enable early identification of suspicious patterns and 

irregularities, thereby reducing exposure to fraud, cyber intrusions, and data 

manipulation. At the same time, the increasing dependence on algorithmic decision-

making raises significant concerns regarding data privacy, ownership, algorithmic 

bias, and the lack of transparency in automated governance processes.   

 

The study concludes that the long-term sustainability and effectiveness of digital tax 

administration depend not only on technological sophistication but also on the 

development of transparent, accountable, and ethically grounded governance 

systems capable of addressing emerging cyber risks in the digital era.  

  

Keywords: Cybersecurity, Data Governance, Artificial Intelligence, Machine 

Learning, Digital Tax Systems, GST, Tax Compliance, Data Privacy, Algorithmic 

Governance, Digital Economy 
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1. Introduction 

The increasing penetration of digital technologies into governance 

frameworks has fundamentally altered the institutional architecture of public 

administration, particularly in the sphere of taxation. The shift from paper-based 

systems to digitally integrated tax platforms has enabled governments to enhance 

operational efficiency, minimize informational asymmetries, and improve 

compliance monitoring. In the Indian context, the introduction of the Goods and 

Services Tax (GST) represents a landmark reform that not only unified the indirect 

tax structure but also embedded taxation processes within a technology-driven 

ecosystem characterized by real-time data exchange and automated verification 

mechanisms. 

However, this transformation towards digital tax administration has 

simultaneously expanded the exposure of fiscal systems to technologically induced 

risks. As tax platforms increasingly depend on interconnected digital networks, they 

become susceptible to a wide spectrum of cybersecurity threats, including data 

breaches, identity theft, system intrusions, and large-scale financial fraud. The 

concentration of sensitive taxpayer information within centralized databases further 

intensifies these risks, making data protection a critical policy concern. 

Consequently, the question of how to secure digital tax infrastructures has become 

central to contemporary debates on public finance and governance. 

In addition to security concerns, the governance of data itself has emerged 

as a complex challenge. The large-scale collection, storage, and processing of 

financial data necessitate the establishment of robust data governance frameworks 

that address issues of privacy, consent, accountability, and regulatory compliance. 

In the absence of clearly defined institutional mechanisms, the misuse or 

mismanagement of data can undermine the credibility of tax systems and erode 

public trust. 

Within this evolving landscape, Artificial Intelligence (AI) and Machine 

Learning (ML) have gained prominence as advanced technological solutions 

capable of enhancing both efficiency and security in digital tax administration. By 

leveraging techniques such as predictive analytics, anomaly detection, and 

automated decision-making, AI-driven systems can identify irregularities, assess 

risks, and facilitate proactive enforcement. These capabilities mark a transition from 

conventional rule-based systems to adaptive and intelligent governance models. 

Nevertheless, the integration of AI into tax systems introduces a new set of 

challenges that extend beyond technical considerations. Issues such as algorithmic 

opacity, potential bias in decision-making, and the ethical implications of automated 
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governance raise important questions regarding transparency and accountability. 

Moreover, the increasing reliance on algorithmic systems necessitates the 

development of regulatory frameworks that can effectively balance innovation with 

oversight. 

 

Against this backdrop, this paper seeks to critically examine the intersection 

of cybersecurity, data governance, and artificial intelligence within digital tax 

systems. It argues that while technological advancements offer significant 

opportunities to strengthen tax administration, their effectiveness ultimately 

depends on the presence of well-structured governance mechanisms. A 

comprehensive approach that integrates technological innovation with institutional 

safeguards is essential to ensure the security, transparency, and sustainability of 

digital tax ecosystems in the contemporary era 

2. Literature Review 

The expanding body of literature on digital governance reflects a growing 

convergence between digital taxation, cybersecurity, and artificial intelligence 

within contemporary public administration systems. With the rapid proliferation of 

digital tax infrastructures, scholars and policy institutions have increasingly focused 

on examining both the efficiency gains and the emerging risks associated with 

technology-driven tax administration. 

Studies by NITI Aayog (2023) highlight the transformative potential of 

Artificial Intelligence (AI) in enhancing governance efficiency, particularly through 

advanced data analytics, fraud detection, and automated compliance monitoring. 

These findings suggest that AI-driven systems enable more informed and data-

centric decision-making processes, thereby strengthening institutional capacity in 

public finance management.   

Similarly, reports by the Organisation for Economic Co-operation and 

Development (OECD, 2023) indicate that digital tax systems significantly improve 

compliance, transparency, and administrative efficiency. However, these studies 

also emphasize that the increasing reliance on digital platforms expands exposure to 

cybersecurity risks, including data breaches, system intrusions, and cyber fraud, 

thereby necessitating more robust security frameworks.   

The World Bank (2022) further contributes to this discourse by 

underscoring the critical role of data governance in ensuring trust, accountability, 

and security in digital systems. It argues that effective data management practices, 

including data protection standards and regulatory oversight, are essential for 

maintaining the integrity and credibility of digital public infrastructure.   
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More recent scholarly discussions (2024–2025) emphasize the evolving role 

of AI in public administration, particularly in enhancing anomaly detection, 

predictive risk assessment, and automated enforcement mechanisms. These studies 

highlight that machine learning technologies enable a transition from reactive 

enforcement models to proactive and preventive governance systems. At the same 

time, they raise important concerns regarding algorithmic bias, lack of transparency 

in decision-making processes, and the ethical implications of automated 

governance.   

Despite the growing volume of research, the existing literature largely 

examines cybersecurity, data governance, and artificial intelligence as distinct 

domains. There remains a notable gap in integrated analyses that simultaneously 

explore the interaction between these dimensions within digital tax systems.   

This study seeks to address this gap by providing a comprehensive and 

interdisciplinary examination of how cybersecurity risks, data governance 

challenges, and AI-driven technologies interact within the framework of digital tax 

administration. By doing so, it contributes to a more holistic understanding of the 

opportunities and limitations of technology-driven governance in the digital era. 

3. Conceptual Foundations  

A rigorous conceptual framework is essential for understanding the 

evolving interface between digital taxation, cybersecurity, data governance, and 

artificial intelligence. These concepts are not isolated; rather, they operate in an 

interconnected manner, shaping the structure, efficiency, and security of modern tax 

administration systems. 

 3.1 Digital Tax Administration 

Digital tax administration represents a paradigm shift from conventional manual tax 

systems to integrated, technology-enabled governance frameworks. It involves the 

use of digital platforms, automated processing tools, and real-time data systems to 

manage tax-related activities such as registration, filing, assessment, and 

compliance verification.   

Unlike traditional systems that relied heavily on human intervention, digital tax 

systems facilitate seamless data exchange between taxpayers, financial institutions, 

and regulatory authorities. This transformation enhances operational efficiency, 

reduces transaction costs, and minimizes the scope for human error and tax evasion.   

In addition, digital tax administration enables data-driven decision-making by 

allowing authorities to analyze large datasets for compliance monitoring and 

revenue forecasting. However, the centralization and digitization of tax data also 

increase exposure to cyber risks, making security and governance integral 

components of digital tax ecosystems. 
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 3.2 Cybersecurity in Public Finance 

Cybersecurity in public finance refers to the protection of digital financial 

infrastructures from threats that may compromise data integrity, confidentiality, and 

system functionality. As tax systems increasingly operate through interconnected 

networks, they become vulnerable to various forms of cyber threats, including 

hacking, phishing, ransomware attacks, and data manipulation.   

The significance of cybersecurity in taxation lies in the sensitive nature of financial 

data, which includes personal information, income details, and transaction records. 

Any breach in such systems can lead to severe financial losses, identity theft, and 

erosion of public trust in government institutions.   

Moreover, cyber risks in tax systems are not limited to external attacks but may also 

arise from internal vulnerabilities such as weak authentication mechanisms, 

outdated software, and inadequate monitoring systems. Therefore, cybersecurity 

must be viewed not merely as a technical issue but as a critical component of fiscal 

governance and institutional stability. 

 3.3 Data Governance 

Data governance constitutes the set of institutional arrangements, policies, and 

regulatory frameworks that guide the management and utilization of data within 

digital systems. In the context of tax administration, data governance plays a central 

role in ensuring that taxpayer information is handled in a secure, transparent, and 

accountable manner.   

Effective data governance involves multiple dimensions, including data quality, 

data security, access control, and regulatory compliance. It ensures that data is 

accurate, consistent, and protected from unauthorized usage. At the same time, it 

establishes clear accountability mechanisms regarding who can access data and how 

it can be used.   

In the absence of strong data governance frameworks, digital tax systems may face 

issues such as data misuse, privacy violations, and lack of transparency, which can 

undermine public confidence. Therefore, data governance is essential not only for 

legal compliance but also for maintaining the legitimacy and credibility of digital 

tax administration. 

3.4 Artificial Intelligence and Machine Learning 

Artificial Intelligence (AI) and Machine Learning (ML) represent advanced 

computational methodologies that enable systems to process large  volumes of data, 

recognize patterns, and make adaptive decisions without explicit programming. 

These technologies are increasingly integrated into digital tax systems to enhance 

both efficiency and security.   
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AI-driven systems can perform complex tasks such as anomaly detection, fraud 

identification, predictive risk assessment, and automated compliance monitoring. 

Machine learning algorithms analyze historical and real-time data to identify 

irregular patterns that may indicate tax evasion or fraudulent activities. This allows 

tax authorities to shift from reactive enforcement mechanisms to proactive and 

preventive strategies.   

 

However, the application of AI in tax systems also raises important concerns. Issues 

such as algorithmic bias, lack of transparency in decision-making processes, and 

ethical implications of automated governance require careful consideration. 

Additionally, excessive reliance on AI may reduce human oversight, potentially 

leading to unintended consequences.   

Therefore, while AI and ML offer significant opportunities for improving tax 

administration, their integration must be supported by appropriate regulatory 

frameworks and ethical guidelines to ensure fairness, accountability, and 

transparency. 

4. Research Objectives 

● To explore cybersecurity risks in digital tax systems 

● To examine the application of AI in mitigating these risks 

● To analyze data governance challenges in digital taxation 

● To evaluate the implications of algorithmic decision-making 

● To propose policy measures for improving system resilience 

5. Methodological Approach 

This study adopts a qualitative and interpretative research design to 

examine the evolving relationship between cybersecurity, data governance, and 

artificial intelligence within digital tax systems. Given the conceptual and policy-

oriented nature of the research problem, the study relies primarily on secondary data 

sources rather than primary empirical investigation. 

The analysis is based on an extensive review of policy documents, 

government reports, institutional publications, and peer-reviewed academic 

literature. Key sources include reports from national and international organizations, 

research studies on digital governance, and scholarly discussions on artificial 

intelligence and cybersecurity. These sources provide a comprehensive foundation 

for understanding the structural, technological, and regulatory dimensions of digital 

tax administration. 

The methodological approach is analytical in nature, focusing on the 

interpretation and synthesis of existing knowledge rather than statistical estimation. 

It seeks to identify patterns, relationships, and emerging trends in the adoption of 
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AI-driven technologies in tax systems, as well as the associated risks and 

governance challenges. By integrating insights from multiple sources, the study 

develops a conceptual framework to assess how technological advancements 

interact with institutional mechanisms. 

In addition, the study adopts a policy-oriented perspective, evaluating the 

adequacy of existing regulatory frameworks and identifying gaps in cybersecurity 

and data governance practices. The interpretative approach allows for a critical 

examination of both the opportunities and limitations of AI integration in digital tax 

systems. 

While the study provides valuable theoretical and policy insights, it is 

limited by its reliance on secondary data and the absence of primary field-based 

evidence. Nevertheless, the approach is appropriate for exploring emerging issues 

where conceptual clarity and policy analysis are of primary importance. 

 6. Emerging Cyber Risks in Digital Tax Systems 

The increasing digitization of tax administration has significantly enhanced 

efficiency and transparency; however, it has also expanded the vulnerability of tax 

systems to a wide range of cyber threats. Digital tax infrastructures operate through 

interconnected networks that store and process highly sensitive financial and 

personal data, making them attractive targets for cybercriminals. As the scale and 

complexity of these systems grow, so do the nature and sophistication of associated 

cyber risks. 

One of the primary risks is unauthorized data access, where attackers gain 

entry into tax databases to extract confidential information. Such breaches can 

compromise taxpayer privacy and lead to misuse of financial data. Closely related 

to this is the risk of identity theft, wherein stolen personal and financial information 

is used for fraudulent activities, including false tax filings and financial 

manipulation. 

Another critical concern is system manipulation, which involves altering or 

tampering with tax records, transaction data, or compliance information. This can 

distort revenue records, disrupt administrative processes, and undermine the 

credibility of the tax system. Additionally, digital tax platforms are vulnerable to 

malicious disruptions, such as distributed denial-of-service (DDoS) attacks and 

ransomware, which can temporarily or permanently disable access to critical 

systems, affecting both taxpayers and authorities. 

Beyond these direct threats, cyber risks are further amplified by structural 

vulnerabilities within digital systems, including inadequate encryption standards, 

weak authentication protocols, and insufficient monitoring mechanisms. The 

increasing integration of multiple digital platforms also creates interdependencies, 
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where a breach in one system can have cascading effects across the entire tax 

ecosystem. 

These emerging risks highlight the limitations of conventional security 

approaches that rely primarily on static defense mechanisms. In contrast, the 

dynamic nature of cyber threats necessitates the adoption of adaptive and 

intelligence-driven security frameworks. Addressing these challenges requires not 

only technological solutions but also the development of comprehensive 

cybersecurity strategies integrated with data governance and regulatory oversight 

7. Artificial Intelligence as a Transformative Tool in Tax Security 

The integration of Artificial Intelligence (AI) and Machine Learning (ML) 

into digital tax systems has significantly altered the approach to cybersecurity by 

introducing adaptive, data-driven, and predictive mechanisms. Unlike conventional 

security frameworks that rely on predefined rules and manual intervention, AI-

enabled systems possess the ability to continuously learn from data, detect 

anomalies, and respond to emerging threats in real time. This shift marks a 

transition from static defense strategies to dynamic and intelligence-based security 

architectures. 

One of the most critical contributions of AI in tax security is its capacity for 

pattern recognition. By analyzing large volumes of transactional data, AI systems 

can identify deviations from normal behavioral patterns, which may indicate 

fraudulent activities or unauthorized access. These systems are capable of 

processing complex datasets that would be difficult for human analysts to evaluate, 

thereby enhancing the accuracy and speed of fraud detection. 

Another significant application is predictive modelling, where machine 

learning algorithms use historical data to forecast potential risks and vulnerabilities. 

This enables tax authorities to anticipate cyber threats before they materialize, 

allowing for timely preventive action. Such forward-looking capabilities are 

essential in an environment where cyber threats are constantly evolving. 

AI also facilitates automated surveillance, enabling continuous monitoring 

of digital tax platforms without the need for constant human supervision. Through 

real-time data analysis, AI systems can detect suspicious activities, trigger alerts, 

and initiate response mechanisms, thereby minimizing the time lag between threat 

detection and mitigation. 

Furthermore, risk classification techniques allow AI systems to categorize 

transactions, entities, or users based on their risk profiles. This targeted approach 

improves resource allocation by enabling authorities to focus on high-risk areas, 

thereby enhancing overall system efficiency and compliance management. 
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Collectively, these capabilities enable digital tax systems to transition from 

reactive responses—where action is taken after a breach occurs—to proactive and 

preventive strategies aimed at minimizing risks before they escalate. However, the 

effectiveness of AI-driven security mechanisms depends on the quality of data, 

algorithmic design, and the presence of appropriate governance frameworks to 

ensure transparency and accountability. 

 

8. Role of GST and Digital Policies 

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

digital policy framework in India have played a transformative role in reshaping the 

structure and functioning of tax administration. GST, as a technology-driven tax 

system, has not only unified the indirect tax regime but also facilitated the 

integration of taxation processes within a digital ecosystem characterized by real-

time data reporting and automated compliance mechanisms. 

One of the significant outcomes of GST has been the formalization of 

economic activities, particularly by bringing previously unregistered entities into 

the tax net. The requirement of digital registration, invoicing, and filing has 

increased transparency and reduced the scope for tax evasion. This formalization 

has strengthened the tax base and improved the efficiency of revenue collection. 

GST has also contributed to the promotion of digital transactions, 

encouraging businesses to adopt electronic payment systems and digital record-

keeping practices. This shift towards digitalization has enhanced traceability of 

transactions, thereby supporting more effective monitoring and compliance 

enforcement. Furthermore, the availability of digital transaction data has created a 

foundation for the integration of advanced technologies such as Artificial 

Intelligence (AI) and Machine Learning (ML) in tax administration. 

The adoption of AI-enabled compliance systems has been facilitated by the 

digital infrastructure established under GST. These systems utilize data analytics, 

anomaly detection, and risk profiling to identify irregularities and potential cases of 

tax evasion. As a result, tax administration is gradually transitioning from manual 

verification processes to automated and intelligence-driven monitoring frameworks. 

In addition to GST, several government initiatives have reinforced the 

digital transformation of the economy. Programs such as Digital India have focused 

on expanding digital infrastructure and connectivity, enabling wider access to online 

services. Skill India aims to equip the workforce with the necessary digital and 

technological skills required in a rapidly evolving economy. Similarly, Startup India 

promotes innovation and entrepreneurship, encouraging the adoption of technology-

driven business models. 
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Collectively, these policies have created an enabling environment for 

technological adoption, improved governance efficiency, and enhanced employment 

opportunities in the digital economy. They have also strengthened the institutional 

foundation required for integrating advanced technologies such as AI into public 

administration. However, the effectiveness of these initiatives depends on 

addressing challenges related to digital inclusion, infrastructure gaps, and regulatory 

capacity. 

Thus, the synergy between GST reforms and digital policy initiatives plays 

a crucial role in shaping a modern, efficient, and technology-driven tax system in 

India. 

 9. Data Governance Challenges 

The effectiveness and long-term sustainability of digital tax systems are 

critically dependent on the strength of data governance frameworks. As digital tax 

platforms process vast volumes of sensitive financial and personal information, 

ensuring secure, accurate, and accountable data management becomes a central 

concern. In the absence of robust governance mechanisms, these systems are 

vulnerable to security breaches, operational inefficiencies, and erosion of public 

trust. 

One of the foremost challenges is ensuring the confidentiality of sensitive 

information. Digital tax systems store highly confidential data, including income 

records, transaction details, and personal identifiers. Unauthorized access or data 

leakage can lead to financial fraud, identity theft, and reputational damage. 

Therefore, the implementation of strong data protection measures, such as 

encryption, access control, and authentication protocols, is essential. 

Another critical issue relates to maintaining data accuracy and consistency. 

Digital tax systems rely on data integration from multiple sources, which increases 

the risk of inconsistencies, duplication, and errors. Inaccurate data can result in 

incorrect tax assessments, compliance issues, and administrative inefficiencies. 

Ensuring data integrity through standardized formats and validation mechanisms is 

therefore a key governance requirement. 

The challenge of accountability is also significant in complex digital 

ecosystems. Multiple stakeholders, including government agencies, technology 

providers, and financial intermediaries, are involved in data handling processes. 

Without clearly defined roles and responsibilities, it becomes difficult to assign 

accountability in cases of data misuse, system failures, or security breaches. 

Transparent governance structures are necessary to ensure responsibility at each 

stage of data processing. 
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In addition, compliance with evolving legal and regulatory frameworks 

presents an ongoing challenge. As digital technologies continue to advance, laws 

related to data protection, cybersecurity, and privacy are constantly evolving. Tax 

administrations must adapt to these regulatory changes to ensure legal compliance 

and maintain system credibility. 

Beyond these operational concerns, weak data governance can have broader 

implications for public trust. If taxpayers perceive that their data is not adequately 

protected or is being misused, it may reduce voluntary compliance and weaken 

confidence in the tax system. Trust, therefore, becomes a critical outcome of 

effective data governance. 

Addressing these challenges requires a comprehensive approach that 

integrates technological safeguards, institutional accountability, and regulatory 

alignment. Strengthening data governance frameworks is essential not only for 

ensuring security and efficiency but also for sustaining the legitimacy and 

credibility of digital tax administration in the long run. 

10.Ethical and Regulatory Concerns 

The increasing integration of Artificial Intelligence (AI) into digital tax 

systems has introduced a range of ethical and regulatory challenges that extend 

beyond technical considerations. While AI enhances efficiency and security, it also 

raises critical concerns regarding fairness, transparency, accountability, and 

governance in automated decision-making processes. 

One of the primary concerns relates to algorithmic bias. AI systems rely on 

historical data for training, and if such data contains inherent biases or inaccuracies, 

the resulting outputs may reinforce existing inequalities. In the context of tax 

administration, biased algorithms may lead to unfair targeting of certain groups or 

incorrect risk assessments, thereby affecting the principle of equity in taxation. 

Another significant issue is the lack of transparency in automated systems, 

often referred to as the “black box” problem. Many AI models operate in ways that 

are not easily interpretable, making it difficult for stakeholders to understand how 

decisions are made. This lack of transparency can undermine accountability and 

reduce trust in digital tax systems, particularly when automated decisions affect 

taxpayers directly. 

The ethical use of data is also a major concern. Digital tax systems collect 

and process large volumes of sensitive financial and personal information. The 

misuse of such data, whether intentional or accidental, can violate privacy rights 

and lead to serious ethical implications. Ensuring that data is used only for 

legitimate purposes and with proper consent is essential for maintaining ethical 

standards. 
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Furthermore, the growing reliance on AI systems may result in reduced 

human oversight. While automation improves efficiency, excessive dependence on 

algorithmic systems can limit human judgment in critical decision-making 

processes. This may lead to errors, lack of accountability, and challenges in 

addressing exceptional cases that require contextual understanding. 

These challenges highlight the need for robust regulatory frameworks that 

govern the use of AI in digital tax systems. Effective regulation should ensure 

transparency, fairness, accountability, and data protection while promoting 

responsible innovation. This includes the development of clear guidelines for AI 

deployment, regular audits of algorithmic systems, and mechanisms for redressal in 

cases of erroneous or biased outcomes. 

Therefore, addressing ethical and regulatory concerns is essential for 

ensuring that the adoption of AI in tax administration is not only efficient but also 

equitable, transparent, and socially responsible. 

11. Policy Implications 

The growing integration of digital technologies and Artificial Intelligence 

(AI) in tax administration necessitates the development of comprehensive policy 

frameworks that ensure both efficiency and security. As digital tax systems become 

increasingly complex and data-intensive, a balanced approach that combines 

technological innovation with institutional safeguards is essential. 

One of the primary policy priorities is the adoption of advanced 

cybersecurity technologies. Governments must invest in modern security 

infrastructure, including encryption systems, multi-factor authentication, and AI-

driven threat detection mechanisms. These technologies are crucial for protecting 

sensitive financial data and preventing cyber threats such as data breaches, phishing 

attacks, and ransomware. 

Equally important is the development of robust data governance 

frameworks. Effective data governance policies should define clear standards for 

data collection, storage, access, and usage. This includes ensuring data privacy, 

maintaining data integrity, and establishing accountability mechanisms across all 

stakeholders involved in digital tax systems. Strong governance frameworks 

enhance trust and improve system reliability. 

Another critical area is the regulation of AI systems to ensure transparency 

and fairness. As AI increasingly influences decision-making in tax administration, it 

is essential to establish regulatory guidelines that address issues such as algorithmic 

bias, lack of transparency, and ethical concerns. Regular audits of AI systems and 

the implementation of explainable AI models can help improve accountability and 

public confidence. 
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The strengthening of institutional capacity is also vital for the effective 

implementation of digital tax systems. This includes training government officials 

in digital technologies, improving technical expertise, and enhancing the ability of 

institutions to manage complex data-driven systems. Without adequate capacity, 

even advanced technologies may fail to deliver desired outcomes. 

Finally, promoting digital awareness and literacy among taxpayers is 

essential for ensuring effective participation in digital tax systems. Educating users 

about digital platforms, cybersecurity practices, and compliance procedures can 

reduce errors, enhance voluntary compliance, and minimize the risk of cyber fraud. 

Overall, these policy measures highlight the need for an integrated approach 

that combines technology, governance, and institutional development. Such an 

approach is essential for building a secure, transparent, and efficient digital tax 

administration system capable of addressing emerging challenges in the digital era. 

 12. Conclusion 

The digital transformation of tax administration marks a significant shift in 

the evolution of public finance systems, enabling greater efficiency, transparency, 

and real-time compliance. The integration of digital technologies, particularly under 

frameworks such as GST, has fundamentally restructured the way tax systems 

operate by embedding them within data-driven and technology-enabled governance 

models. 

However, this transformation is accompanied by a new set of challenges, 

particularly in the areas of cybersecurity and data governance. The increasing 

reliance on digital infrastructure exposes tax systems to cyber threats, data breaches, 

and operational vulnerabilities, thereby raising critical concerns about system 

security and resilience. At the same time, the large-scale collection and processing 

of sensitive data necessitate the development of robust governance frameworks to 

ensure privacy, accountability, and regulatory compliance. 

Artificial Intelligence (AI) and Machine Learning (ML) have emerged as 

powerful tools in addressing these challenges by enabling predictive risk 

assessment, anomaly detection, and automated compliance mechanisms. These 

technologies facilitate a transition from reactive to proactive governance, 

significantly enhancing the capacity of tax administrations to manage complex and 

dynamic environments. However, their adoption also introduces ethical and 

regulatory concerns, including algorithmic bias, lack of transparency, and reduced 

human oversight. 

The findings of this study highlight that technological advancement alone is 

insufficient to ensure the effectiveness of digital tax systems. Instead, there is a need 

for a balanced and integrated approach that combines advanced technological tools 
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with strong institutional frameworks and regulatory oversight. Cybersecurity 

measures, data governance policies, and ethical guidelines must evolve alongside 

technological innovations to ensure sustainable and equitable outcomes. 

Looking forward, the future of digital tax administration will depend on the 

ability of governments to align technological progress with governance capacity. 

Strengthening institutional mechanisms, promoting transparency, and ensuring 

inclusive access to digital systems will be essential for maintaining public trust and 

enhancing compliance. Thus, the long-term sustainability and credibility of digital 

tax systems rest on the successful integration of innovation, regulation, and 

accountability in the digital era. 
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Abstract 

The digital economy has become a key driver of economic growth in recent years, 

especially in developing countries like India. With the increasing use of the internet, 

smartphones, and digital platforms, many economic activities such as payments, 

shopping, and services are now carried out online. This transformation has also led 

to the rise of the gig economy, where individuals work on a temporary, flexible, or 

task-based basis instead of having traditional full-time jobs. Platforms like Uber, 

Swiggy, and Zomato have made gig work more common and accessible. 

This paper aims to understand the concepts of digital economy and gig economy, 

and to analyse their growth and impact in the Indian context. It highlights how 

digital platforms have created new employment opportunities, especially for youth 

and low-skilled workers. The paper also explains the relationship between digital 

infrastructure and the expansion of gig work, showing that the growth of one 

directly supports the other. 

At the same time, the study discusses the major challenges faced by gig workers, 

such as lack of job security, irregular income, absence of social security benefits, 

and dependence on platform algorithms. These issues raise concerns about worker 

protection and long-term sustainability. 

The study is based on secondary data collected from government reports, research 

papers, and online sources such as NITI Aayog and industry reports. The findings 

suggest that while the digital and gig economy offer flexibility, innovation, and 

employment opportunities, there is a need for proper regulations and policies to 

ensure fair treatment and social protection for gig workers. 
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Introduction 

In recent years, the global economy has experienced major changes due to 

rapid advancements in digital technology. The widespread use of the internet, 

smartphones, and digital platforms has transformed the way economic activities are 

carried out. This transformation has led to the emergence of the digital economy, 

which refers to an economy that is based on digital technologies, online 

transactions, and data-driven services. Today, activities such as online shopping, 

digital payments, banking, and service delivery are increasingly conducted through 

digital platforms, making the economy more connected and accessible. 

In India, the growth of the digital economy has been significant over the 

past decade. Factors such as increasing internet penetration, affordable 

smartphones, and government initiatives like Digital India have played a major role 

in this expansion. The introduction and rapid adoption of digital payment systems, 

especially the Unified Payments Interface (UPI), have further accelerated digital 

transactions across the country. As a result, even small businesses and rural 

populations are becoming part of the digital ecosystem, contributing to economic 

growth and financial inclusion. 

Along with the expansion of the digital economy, a new form of 

employment known as the gig economy has also emerged and grown rapidly. The 

gig economy refers to a labour market where individuals engage in short-term, 

flexible, or task-based work instead of traditional full-time employment. In this 

system, digital platforms act as intermediaries that connect workers with customers. 

Examples include ride-hailing services like Uber and Ola, food delivery platforms 

like Swiggy and Zomato, and freelancing platforms such as Fiverr and Upwork. 

These platforms have made it easier for individuals to find work and earn income 

based on their availability and skills. 

The gig economy has created new employment opportunities, especially for 

youth, students, and individuals seeking flexible work arrangements. It allows 

workers to choose their working hours and provides an additional source of income. 

However, despite these advantages, the gig economy also presents several 

challenges. Gig workers often face issues such as lack of job security, irregular 

income, absence of social security benefits, and dependence on platform algorithms 

for work allocation. These challenges raise concerns about the quality of 

employment and the need for proper regulations. 

In the Indian context, both the digital economy and gig economy are 

expanding rapidly and are expected to play a crucial role in shaping the future of 

work and economic development. The interconnection between these two sectors 

highlights how technological advancements are influencing labour market 
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dynamics. Therefore, it is important to study their growth, impact, and challenges in 

detail. This paper aims to analyse the concepts of digital economy and gig economy, 

their relationship, and their implications for employment and development in India. 

Research Objectives 

The primary aim of this paper is to examine the growth and interrelationship 

between the digital economy and gig economy in India, and to analyse their impact 

on employment and economic development. To achieve this, the following 

objectives have been set: 

 To understand the concept and key features of the digital economy and gig 

economy in the modern economic context. 

 To evaluate the growth of the digital economy in India, with a focus on 

digital platforms, internet penetration, and digital payment systems. 

 To assess the expansion of gig employment and its role in shaping labour 

market dynamics, particularly among youth and informal workers. 

 To analyse the relationship between digital platforms and gig work, and 

how technological advancements have facilitated new forms of 

employment. 

 To identify the major opportunities and challenges associated with the gig 

economy, including issues of job security, income stability, and social 

protection. 

Concepts: Digital Economy and Gig Economy 

1. Digital Economy 

The digital economy refers to an economy that is based on digital 

technologies, internet connectivity, and data-driven activities. It includes all 

economic transactions and services that are carried out through digital platforms 

such as online marketplaces, mobile applications, and digital payment systems. In 

simple terms, it is an economy where businesses and consumers interact using 

technology. 

The growth of the digital economy has been supported by increased internet 

penetration, affordable smartphones, and advancements in information and 

communication technology (ICT). In India, initiatives like Digital India and the 

expansion of digital payment systems such as UPI have played a significant role in 

promoting digital transactions and online services. 

The digital economy includes various sectors such as e-commerce, digital 

banking, online education, and digital entertainment. It has improved efficiency, 

reduced transaction costs, and increased access to services, especially in remote and 

rural areas. 
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2. Gig Economy 

The gig economy refers to a labour market where individuals work on a 

temporary, flexible, or task-based basis rather than in permanent, full-time jobs. In 

this system, workers are usually paid per task, project, or service they complete. Gig 

workers are often independent contractors and are not considered traditional 

employees. 

The growth of the gig economy is closely linked to the expansion of digital 

platforms. Companies use mobile applications and online platforms to connect 

service providers with customers. Examples include ride-hailing services, food 

delivery platforms, and freelance marketplaces. 

The gig economy offers flexibility and provides income opportunities for a 

large number of people, including students, part-time workers, and those seeking 

additional income. However, it also comes with challenges such as lack of job 

security, absence of social security benefits, and uncertain income. 

3. Platform Economy (Linking Concept) 

The platform economy acts as a bridge between the digital economy and the 

gig economy. It refers to digital platforms that connect workers and consumers, 

enabling the exchange of goods and services. These platforms play a crucial role in 

creating gig work opportunities. 

Platforms like Uber, Swiggy, and freelancing websites operate as 

intermediaries, managing transactions, payments, and customer interactions. 

Without these platforms, the gig economy would not function efficiently. 

Literature Review 

Several studies have examined the growth of the digital economy and gig 

economy, highlighting their impact on employment, productivity, and economic 

development. 

According to the NITI Aayog (2022), India’s gig and platform economy is 

expanding rapidly, driven by increasing digitalisation and the growth of online 

platforms. The report estimates that the number of gig workers in India could reach 

23.5 million by 2030, indicating the growing importance of this sector in the labour 

market. It also highlights that gig work provides income opportunities, especially 

for low-skilled and semi-skilled workers, but raises concerns regarding job security 

and social protection. 

A study by the World Bank (2021) emphasises that the digital economy has 

the potential to enhance economic growth by improving efficiency, reducing 

transaction costs, and increasing access to markets. The report also points out that 

digital platforms enable new forms of employment, including gig work, which can 

support inclusive growth if properly regulated. 
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Research by International Labour Organization (ILO, 2021) focuses on 

working conditions in the gig economy. It highlights that while gig work offers 

flexibility and autonomy, it often lacks basic labour protections such as minimum 

wages, job security, and social security benefits. The study stresses the need for 

policy interventions to ensure fair working conditions for gig workers. 

According to a report by McKinsey Global Institute (2022), digital 

platforms are transforming the nature of work by enabling independent and flexible 

employment. The report suggests that digitalisation can create significant economic 

value but also requires skill development and regulatory frameworks to manage its 

impact effectively. 

In the Indian context, studies by Indian Brand Equity Foundation (2023) 

highlight that India’s digital economy is growing rapidly due to increasing internet 

users, government initiatives, and rising digital adoption across sectors. However, 

the report also notes that challenges such as digital divide, lack of skills, and 

infrastructure gaps still exist. 

Overall, the existing literature shows that while the digital economy and gig 

economy offer significant opportunities for growth and employment, they also 

present challenges related to labour rights, income stability, and regulatory 

frameworks. This paper builds on these studies to analyse the Indian scenario in a 

simplified and focused manner. 

Research Gap 

Although many studies discuss the growth of the digital economy and gig 

economy, there are still important gaps in the existing literature. Most research 

focuses on these two concepts separately, with limited attention to their 

interrelationship and how digital platforms directly drive gig employment. 

Further, while the benefits of gig work such as flexibility and job creation 

are widely highlighted, there is less focus on key issues like income instability, lack 

of social security, and job insecurity faced by workers. The long-term impact of gig 

work on labour markets is also not adequately analysed. 

Additionally, existing studies often rely on broad data and do not capture 

the diverse experiences of gig workers across different sectors and regions in India. 

There is also limited discussion on the effectiveness of policies in protecting gig 

workers. 

Therefore, this study aims to address these gaps by providing a focused 

analysis of the link between the digital economy and gig economy in India, along 

with their challenges and implications. 
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Growth of Digital Economy in India 

The digital economy in India has grown rapidly over the past decade due to 

the expansion of internet access, affordable smartphones, and government 

initiatives. The increasing use of digital platforms for payments, shopping, and 

services has transformed the way economic activities are carried out. 

One of the key drivers of this growth is the rise in internet users. India is 

now one of the largest digital markets in the world, with a continuously increasing 

number of users. This has enabled more people, including those in rural areas, to 

participate in the digital economy. 

Another major factor is the growth of digital payment systems, especially 

the Unified Payments Interface (UPI). UPI has made transactions faster, easier, and 

more secure, leading to a significant increase in digital transactions across the 

country. This has also supported small businesses and promoted financial inclusion. 

Government initiatives such as Digital India have further accelerated digital 

adoption by improving digital infrastructure, promoting e-governance, and 

encouraging cashless transactions. As a result, sectors like e-commerce, online 

education, and digital banking have seen substantial growth. 

Key Data on Digital Economy in India 

Indicator Data 

Internet Users in India 850+ million 

Expected Value of Digital Economy $1 trillion by 2030 

Monthly UPI Transactions 10+ billion (2024) 

Share of Digital Economy in GDP (Expected) ~20% by 2026 

Source: IBEF (2023), RBI Reports, Government of India 

The above data clearly shows that India’s digital economy is expanding at a 

rapid pace. The increase in internet users has widened access to digital services, 

while the growth of UPI transactions reflects the shift towards a cashless economy. 

The expected rise in the digital economy’s contribution to GDP indicates its 

growing importance in overall economic development. 

Growth of Gig Economy in India 

The gig economy in India has grown rapidly in recent years due to the 

expansion of digital platforms and increasing demand for flexible work. The 

availability of smartphones, internet access, and app-based services has made it 

easier for individuals to participate in gig work. 

Digital platforms such as ride-hailing, food delivery, and freelancing 

websites have created large-scale employment opportunities. These platforms 

connect workers directly with customers, reducing the need for traditional 
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employment structures. As a result, many individuals, especially youth and semi-

skilled workers, are increasingly choosing gig work as a source of income. 

The growth of e-commerce and online services has further increased the 

demand for gig workers, particularly in logistics, delivery, and transportation 

sectors. The COVID-19 pandemic also accelerated this trend, as many people 

turned to gig work due to job losses and the need for flexible earning opportunities. 

However, despite its rapid growth, the gig economy also faces challenges 

such as lack of job security, absence of fixed income, and limited access to social 

security benefits. 

Key Data on Gig Economy in India 

Indicator Data 

Number of Gig Workers (2021–22) 7.7 million 

Expected Gig Workers by 2030 23.5 million 

Share in Workforce (Expected) 4.1% 

Major Sectors Ride-hailing, Delivery, Freelancing 

Source: NITI Aayog (2022) – India’s Booming Gig and Platform Economy 

The above data clearly shows that the gig economy is becoming an 

important part of India’s labour market. The increase in the number of gig workers 

from 7.7 million to an expected 23.5 million by 2030 reflects the growing 

dependence on platform-based and flexible work. The projected rise in its share of 

the workforce also suggests that gig employment will play a significant role in the 

future of work in India. The concentration of gig work in sectors such as ride-

hailing, food delivery, and freelancing shows how digital platforms are creating new 

income opportunities for different groups of workers. 

Relationship between Gig and Digital Economy 

The digital economy and gig economy are closely connected. In fact, the 

growth of the gig economy is largely dependent on the expansion of the digital 

economy. Digital platforms, mobile applications, internet access, and digital 

payment systems form the foundation on which gig work operates. Without these 

digital tools, platform-based employment would not function efficiently. 

The digital economy creates infrastructure that allows workers and 

consumers to connect easily. For example, ride-hailing services like Uber and Ola 

use mobile apps to connect drivers with passengers, while food delivery platforms 

like Swiggy and Zomato connect to restaurants, delivery workers, and customers. In 

the same way, freelancing platforms connect skilled workers with clients across 

different regions and even countries. This shows that the gig economy is not 

separate from the digital economy, but rather a part of it. 
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The growth of digital payments has also strengthened the gig economy by 

making transactions faster, easier, and more transparent. Workers can receive 

payments quickly, and customers can make cashless payments through apps. In 

addition, increased smartphone use and internet penetration have made it possible 

for more people to join platform-based work. 

Therefore, the digital economy acts as an enabling force for the gig 

economy. As digitalisation increases, gig work opportunities also expand. At the 

same time, the growth of gig work further strengthens the digital economy by 

increasing the use of apps, platforms, and digital transactions. Thus, both are 

interdependent and together they are reshaping employment patterns and economic 

activities in India. 

Opportunities in the Gig and Digital Economy 

The growth of the digital economy and gig economy has created several 

opportunities for individuals as well as for the overall economy. These opportunities 

have contributed to increased employment, improved efficiency, and greater 

economic participation. 

1. Expansion of Employment Opportunities 

The gig economy has generated a wide range of job opportunities, especially for 

youth, students, and semi-skilled workers. Digital platforms have made it easier to 

access work without formal recruitment processes. 

2. Flexibility and Work Autonomy 

Gig work allows individuals to choose their working hours and manage their 

schedules. This flexibility is beneficial for those seeking part-time or supplementary 

income. 

3. Inclusion of Informal Workforce 

The digital economy has enabled many individuals from the informal sector to 

participate in income-generating activities through digital platforms, thereby 

increasing economic inclusion. 

4. Promotion of Digital Payments and Financial Inclusion 

The rise in digital transactions has improved financial inclusion by bringing more 

people into the formal financial system, especially in rural and semi-urban areas. 

5. Support for Entrepreneurship and Innovation 

Digital platforms encourage startups and new business models. The gig economy 

also allows individuals to work independently and explore entrepreneurial 

opportunities. 

6. Improved Efficiency and Consumer Convenience 

Online platforms have made services more accessible, reducing time and transaction 

costs for consumers while increasing efficiency in service delivery. 
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Challenges in the Gig and Digital Economy 

Despite the various opportunities created by the digital and gig economy, there are 

several challenges that affect workers and the overall sustainability of these sectors. 

1. Lack of Job Security 

Gig workers are not considered permanent employees, which means they can lose 

their work at any time. There are no long-term contracts or employment guarantees, 

leading to uncertainty. 

2. Irregular and Unstable Income 

Income in the gig economy depends on the number of tasks or services completed. 

This results in fluctuating earnings, making it difficult for workers to maintain 

financial stability. 

3. Absence of Social Security Benefits 

Most gig workers do not receive benefits such as health insurance, pension, paid 

leave, or provident fund. This lack of social protection makes them economically 

vulnerable. 

4. Dependence on Digital Platforms and Algorithms 

Gig workers are highly dependent on platform algorithms for job allocation, ratings, 

and incentives. Lack of transparency in these systems can lead to unfair treatment 

and reduced earnings. 

5. Digital Divide and Skill Gaps 

Not everyone has equal access to digital technology or the skills required to use it. 

This creates inequality, especially between urban and rural areas. 

6. Poor Working Conditions 

Many gig workers face long working hours, high pressure to meet targets, and lack 

of proper working conditions, especially in delivery and transport sectors. 

7. Lack of Legal Recognition and Protection 

In many cases, gig workers are not clearly defined under labour laws, which limits 

their rights and protection. Existing policies are still evolving to address these 

issues. 

Government Initiatives 

The Government of India has taken several initiatives to promote the growth of the 

digital economy and to address issues related to the gig economy. These initiatives 

aim to improve digital infrastructure, encourage digital transactions, and provide 

support to gig and platform workers. 

1. Digital India Program 

The Digital India initiative aims to transform India into a digitally empowered 

society and knowledge economy. It focuses on improving digital infrastructure, 
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increasing internet connectivity, and promoting e-governance services. This has 

played a key role in expanding the digital economy. 

2. Unified Payments Interface (UPI) 

UPI has revolutionised digital payments in India by making transactions fast, 

secure, and accessible. It has encouraged cashless transactions and supported the 

growth of online platforms and gig-based services. 

3. Code on Social Security, 2020 

This code is a significant step towards recognizinggigs and platform workers. It 

includes provisions for social security benefits such as insurance, pension, and other 

welfare measures for gig workers. 

4. Skill India Mission 

The Skill India programfocuses on providing training and skill development to 

youth. It helps individuals gain the skills required for digital jobs and gig work. 

5. Startup India Initiative 

Startup India promotes innovation and supports new businesses, many of which 

operate through digital platforms. This indirectly boosts the gig economy by 

creating more platform-based work opportunities. 

Case Studies 

To better understand the functioning of the digital economy and gig economy, it is 

important to look at real-world examples of platform-based work. 

1. Uber / Ola (Ride-Hailing Services) 

Uber and Ola are popular ride-hailing platforms that connect drivers with 

passengers through mobile applications. Drivers in these platforms work as 

independent contractors rather than full-time employees. They earn income based 

on the number of rides completed. 

These platforms have created large-scale employment opportunities, especially in 

urban areas. At the same time, drivers face challenges such as fluctuating earnings, 

fuel costs, and dependence on customer ratings and platform algorithms. 

2. Swiggy / Zomato (Food Delivery Platforms) 

Swiggy and Zomato operate as food delivery platforms that connect restaurants, 

delivery partners, and customers. Delivery workers are paid per order and can 

choose their working hours. 

These platforms have generated employment for many individuals, particularly 

youth and part-time workers. However, workers often face issues such as long 

working hours, lack of job security, and pressure to meet delivery targets. 

3. Freelancing Platforms (Fiverr / Upwork)Freelancing platforms like Fiverr and 

Upwork enable individuals to offer services such as graphic design, writing, 
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programming, and marketing to clients across the world. Workers can take up 

projects based on their skills and availability. 

These platforms provide global exposure and flexible work opportunities. However, 

income is not guaranteed, and competition is high, which can affect earnings. 

These case studies clearly show how digital platforms act as a link between workers 

and consumers, making gig work possible. They highlight both the opportunities, 

such as flexibility and income generation, and the challenges, such as lack of 

stability and social protection. This reflects the dual nature of the gig economy in 

India. 

Policy Recommendations 

To ensure that the benefits of the digital economy and gig economy are maximised 

while reducing their challenges, the following policy measures are suggested: 

1. Strengthening Social Security for Gig Workers 

The government should ensure proper implementation of the Code on Social 

Security, 2020 by providing benefits such as health insurance, accident coverage, 

and pension schemes for gig workers. 

2. Legal Recognition of Gig Workers 

There is a need to clearly define gig and platform workers under labour laws to 

ensure their rights, protection, and fair treatment in the labour market. 

3. Regulation of Digital Platforms 

Digital platforms should be regulated to ensure transparency in algorithms, fair 

payment systems, and proper grievance redressal mechanisms for workers. 

4. Skill Development and Digital Training 

The government should promote digital literacy and skill development programs to 

help workers adapt to changing technological requirements and access better 

opportunities. 

5. Reducing Digital Divide 

Efforts should be made to improve internet access and digital infrastructure in rural 

and remote areas to ensure inclusive growth of the digital economy. 

6. Ensuring Minimum Income Standards 

Policies should be introduced to ensure fair wages or minimum earning standards 

for gig workers to reduce income instability. 

Conclusion 

The digital economy and gig economy have become important components 

of India’s economic transformation. The rapid growth of digital technologies, 

internet access, and platform-based services has changed the way people work, 

earn, and interact in the economy. The expansion of the digital economy has created 
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a strong foundation for the growth of the gig economy, making flexible and task-

based employment more accessible to a large section of the population. 

The study shows that these sectors have generated significant opportunities, 

including increased employment, flexibility in work, and greater financial inclusion. 

Digital platforms have enabled individuals, especially youth and informal workers, 

to participate in income-generating activities with relatively low entry barriers. At 

the same time, they have contributed to efficiency, innovation, and the overall 

growth of the economy. 

However, despite these benefits, the gig economy also presents several 

challenges. Issues such as lack of job security, irregular income, absence of social 

security benefits, and dependence on digital platforms raise concerns about the 

quality and sustainability of employment. These challenges highlight the need for a 

balanced approach that promotes growth while ensuring protection for workers. 

Government initiatives such as Digital India and the Code on Social 

Security, 2020 are important steps towards addressing these concerns. However, 

there is still a need for stronger policies, better regulation, and effective 

implementation to ensure fair working conditions for gig workers. 

In conclusion, the digital economy and gig economy have the potential to 

play a major role in India’s future development. With proper policy support, skill 

development, and inclusive strategies, these sectors can contribute to sustainable 

economic growth and improved livelihoods. 
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Abstract 

Economic growth in India has been a mixed bag when it comes to employment and 

self-employment. On one hand, India's GDP growth has been impressive, averaging 

around 7% per annum over the past decade. However, this growth hasn't necessarily 

translated into sufficient job creation, leading to concerns about jobless growth. 

India’s job creation conundrum with 8% growth is a complex issue. Despite 

impressive economic growth, the country faces significant challenges in generating 

employment opportunities Economic growth can lead to more business 

opportunities and higher demand for self-employed services. With growth, self-

employed individuals might see increased income due to higher prices or more 

clients and also  Growth can foster innovation, allowing self-employed individuals 

to diversify their offerings in India, in another way Economic growth might attract 

more competitors, making the market more saturated .monetary policy also can 

change it means one country   Growth can lead to inflation, increasing costs for self-

employed individuals .Economic fluctuations can impact self-employed income 

stability.means it might create unceternity in an economy. 
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Introduction 

Economic growth in India has been a mixed bag when it comes to 

employment and self-employment. On one hand, India's GDP growth has been 

impressive, averaging around 7% per annum over the past decade. However, this 

growth hasn't necessarily translated into sufficient job creation, leading to concerns 

about jobless growth. India’s job creation conundrum with 8% growth is a complex 

issue. Despite impressive economic growth, the country faces significant challenges 

in generating employment opportunities Economic growth can lead to more 
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business opportunities and higher demand for self-employed services. With growth, 

self-employed individuals might see increased income due to higher prices or more 

clients and also  Growth can foster innovation, allowing self-employed individuals 

to diversify their offerings in India, in another way Economic growth might attract 

more competitors, making the market more saturated .monetary policy also can 

change it means one country   Growth can lead to inflation, increasing costs for self-

employed individuals.Economic fluctuations can impact self-employed income 

stability.means it might create unceternity in an economy. 

  Economic growth can have a significance impact on employment and self 

employment.in both sides means positive and negative effects. 

Positive impacts ; 

Increase Opportunities; economic growth creates different type of new markets 

,new industries and greater opportunities for entrepreneurs like make India 

programmes. 

More Access to capital ;with economic growth higher savings and investment rates 

provide more capital pooling funding option for self-employment ventures. 

 Growth in Services Sector: Led to job creation in IT, finance, and other services. 

Entrepreneurship Opportunities: Economic growth has spurred entrepreneurship, 

with many startups emerging. 

Negetive Impact on self-employment; 

More competition;Economic growth attracts more players ,increasing competition 

in industry for self employment. 

Changing consumers order of preference; One country economic growth shows 

effect on shifts in consumer demand for different can disrupt self- employment 

business across the country . 

Regulaterychallenges ;Economic growth may leads to stricter egulations ,affecting 

self-employment. 

Here are some key problems  

Mismatch between skills and industry needs: There's a huge gap between the 

skills workers possess and what industries require. For instance, 82% of employers 

report difficulty finding skilled workers, with AI skills being the most sought-after. 

Informal sector dominance: Nearly 90% of India's workforce is in the informal 

sector, making it hard to track and regulate employment. 

Capital-intensive growth: India's growth has been driven by capital-intensive 

sectors, limiting job creation. 

Lack of labour market flexibility: Rigid labour laws and regulations hinder job 

creation. 
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- Inadequate education and vocational training: The education system doesn't equip 

students with industry-relevant skills. 

Slow manufacturing sector growth: Manufacturing, a key job creator, has been 

sluggish. To address these issues, experts suggest focusing on skill development, 

labour market reforms, and promoting labor-intensiveindustries. 

Key Trends: 

1. Employment Patterns: The workforce is shifting from agriculture to services, 

with a significant portion still engaged in informal sectors. 

2. Unemployment Rates: Despite growth, unemployment rates remain a concern, 

particularly among youth and educated populations. 

3. Self-Employment: Many Indians are turning to self-employment due to lack of 

formal job opportunities, often in low-productivity sectors 

variousChallenges in India towards  employment 

Job Quality: Many jobs created are informal or low-paying. 

Skill Mismatch: There's a gap between worker skills and industry demands.means 

workers skill don’t match industry demand. 

Regional Disparities: Growth and job opportunities vary significantly across states 

and regions, leading to migration and inequality. 

Low Female Labor Force Participation; women especially in rural area face 

barriers to joining the workforce and combined family barriers also one of the 

difficulty. 

Jobless growth; Economic growth doesn’t translate to sufficient job creation. 

Informal Employment; Most jobs areinformal, lacking benefits and security, 

Gig Economy Concern; lack of job security and benefits for gig workers like 

swiggy,zomato,catering,decoration etc. 

Critical Factors Influencing Employment: 

1. Policy Framework: Labor laws and policies can impact job creation 

2. Education and Skills: Enhancing employability is crucial. 

3. Technological Advancements: Automation poses challenges but also 

opportunities for skilled worker 

To boost employment opportunities in rural areas, here are some key key 

development strategies: 

 Diversify Agricultural Activities: Encourage farmers to explore allied sectors like 

dairy farming, poultry, aquaculture, floriculture, agroforestry, and mushroom 

farming. These activities can increase incomes and reduce risks associated with 

climate and price volatility ¹. 

Skill Development and Training: Implement programs like Skill India Mission, 

Pradhan MantriKaushalVikasYojana (PMKVY), and Digital India to enhance 

http://www.uijmr.in/


 

United International Journal Of Multidisciplinary Research (UIJMR) 
An International Peer-Reviewed and Refereed Multidisciplinary Journal 

ISSN:3048-6726 | Impact Factor:6.934 (SJIF) 
Volume 3, Special Issue -V, 2026;Website:www.uijmr.in 

    92          Two Days National Seminaron“GST Reforms and Impact on MSMEs and 

         Entrepreneurship”06th & 07th April 2026,Government Degree CollegeVikarabad 

employability. Focus on digital, linguistic, and process-specific training aligned 

with industry needs. 

Infrastructure Development: Invest in reliable electricity, broadband access, and 

modern workspaces to support rural service delivery. 

Promote Non-Farm Employment: Encourage entrepreneurship and job creation in 

sectors like tourism, healthcare, and IT services. 

Leverage Technology: Utilize digital platforms, satellite technology, and AI-driven 

solutions to improve agricultural productivity and create new job opportunities. 

Improve Connectivity: Enhance rural road connectivity, irrigation networks, and 

cold storage facilities to facilitate market access and reduce post-harvest losses. 

Support Women and Youth: Provide targeted training and resources to empower 

women and youth, promoting their participation in the workforce, 

To increase employment opportunities in urban areas at a 9% growth rate in 

India, here are some key suggestions: 

Boost Labour-Intensive Sectors: Focus on industries like textiles, tourism, and 

emerging green sectors, which have high employment elasticity. This can create 

millions of new-age jobs, from renewable energy installation to waste management. 

Upskill the Workforce: Implement a National Mission for Skill Development 2.0, 

with demand-led skilling initiatives and industry collaboration. A nationwide 

apprenticeship programme can provide practical, on-the-job training. 

Modernize Labour Laws: Create a 21st-century labour law framework that 

balances flexibility with workers' rights and security, including a portable social 

safety net. 

Promote Tier 2 Cities: Encourage growth in secondary cities like Pune, 

Ahmedabad, and Lucknow, which offer affordable land, improved connectivity, and 

proactive industrial policies. 

Digital Economy and Digital Adoption: Encourage digital technologies in 

enterprises, as they hire 78% more workers than those not using tech. Leverage 

technology-enabled services like call centers, data processing, and digital marketing 

to create low-capital jobs. 

Entrepreneurship Education: Foster entrepreneurial mindsets through educational 

reforms, enabling people to create their own businesses and jobs. 

Urban Employment Guarantee: Consider implementing a National Urban 

Employment Guarantee Programme, like Rajasthan's Indira Gandhi Shehri Rozgar 

Guarantee Yojana, to provide guaranteed employment and address urban 

joblessness 

Skill Development: Focus on industry-aligned curricula, apprenticeships, and on- 

the-job training to bridge the gap between education and industry requirements. 
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 Empower MSME for Growth: Support Micro, Small, and Medium Enterprises 

(MSMEs) with simplified access to credit, technology, and formal markets. This 

can create more jobs per unit of capital invested. Enhance funding support, credit 

access, and sector-specific incentives for micro, small, and medium enterprises to 

encourage hiring. 

Emerging Sectors: Identify and promote growth in sectors like AI, semiconductors, 

renewable energy, and healthcare, which are expected to generate high-quality jobs. 

Infrastructure Development: Invest in roads, railways, logistics, and housing to 

create construction-led employment opportunities. 

Services Sector: Leverage India's services sector, focusing on tourism, education, 

and health to create large-scale, inclusive employment. 

Credit Access: Improve access to credit, as a 1% increase can boost hired workers 

by 45%. 

Some sectors with high growth potential include  

 Technology: AI, cloud computing, data science, and cybersecurity 

 Finance: Financial services, finch, and insurance 

Manufacturing: Electronics, textiles, and automotive 

Healthcare: Medical tourism, allied health professionals, and digital health services 

Conclusion 

 India's economic growth and employment opportunities are intricately linked, with 

the former driving the latter. With a growing GDP, India is poised to become a $5 

trillion economy by 2025. The country's demographic dividend, with a large 

working-age population, presents both opportunities and challenges. Creating 

employment opportunities for this growing workforce is crucial. India's economic 

growth presents opportunities for employment, but addressing challenges like skill 

gaps and rural-urban divides is crucial to harness the demographic dividend.  

Key Takeaways     India's economic growth is expected to continue, driven by 

government initiatives and reforms. 

    The services sector, particularly IT and IT-enabled services, will remain a 

significant contributor to employment. 

   Manufacturing and infrastructure development are also expected to generate jobs. 

    However, the country faces challenges in creating sufficient employment 

opportunities, particularly in rural areas. 

      Skill development and vocational training are essential to equip the workforce 

with industry-relevant skills. 
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Abstract   

Artificial Intelligence (AI) has emerged as one of the most transformative 

technologies of the 21st century, significantly influencing various sectors of society. 

AI refers to the development of computer systems capable of performing tasks that 

typically require human intelligence, such as learning, reasoning, problem-solving, 

and decision-making. This paper explores the diverse applications of AI across 

multiple domains including healthcare, education, finance, transportation, and 

agriculture. In healthcare, AI-based systems assist in disease diagnosis, medical 

imaging analysis, and personalized treatment planning, improving accuracy and 

efficiency in clinical practices. In the field of education, intelligent tutoring systems 

and automated assessment tools enhance learning experiences and support 

personalized education. Financial institutions utilize AI algorithms for fraud 

detection, risk assessment, and automated trading systems, thereby increasing 

operational efficiency and security.  

Furthermore, AI plays a critical role in autonomous vehicles, traffic management, 

and smart transportation systems, contributing to safer and more efficient mobility. 

In agriculture, AI-powered technologies such as predictive analytics, crop 

monitoring, and automated irrigation systems help improve productivity and 

resource management. Despite its advantages, the implementation of AI also raises 

challenges related to data privacy, ethical concerns, and workforce displacement. 

Therefore, responsible development and regulation of AI technologies are essential 

to ensure sustainable and beneficial outcomes. This study highlights the significant 

impact of AI applications and emphasizes their potential to revolutionize industries 

and improve the quality of human life. 

 

 

Keywords:Artificial Intelligence, Machine Learning, Automation, Smart Systems, 

Digital Transformation, Data Analytics. 
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1. Introduction 

Artificial Intelligence refers to the simulation of human intelligence in 

machines designed to think, learn, and perform tasks independently. AI 

technologies have evolved significantly over the past few decades due to 

advancements in computing power, big data availability, and sophisticated 

algorithms. The primary goal of AI is to develop intelligent systems that can 

analyze data, identify patterns, make decisions, and solve complex problems. AI 

systems can be categorized into several types including machine learning, deep 

learning, natural language processing, and computer vision.AI applications have 

expanded rapidly across various industries. Governments, businesses, and research 

institutions are investing heavily in AI technologies to enhance productivity, 

improve decision-making, and solve real-world problems. 

2. Overview of Artificial Intelligence 

Artificial Intelligence is a multidisciplinary field combining computer 

science, mathematics, statistics, and cognitive science. It involves designing 

algorithms that enable machines to learn from data and improve performance over 

time.Machine Learning is a subset of AI that allows systems to learn patterns from 

data and make predictions without being explicitly programmed. Deep learning uses 

artificial neural networks with multiple layers to analyze complex data patterns and 

is widely used in speech recognition, computer vision, and autonomous 

systems.Natural Language Processing enables computers to understand and 

interpret human language. Applications include chatbots, language translation 

systems, and voice assistants. 

3. Applications of Artificial Intelligence 

AI applications are transforming numerous sectors and improving operational 

efficiency and productivity. 

Education: AI-based learning platforms provide personalized learning 

experiences, automated grading systems, and virtual tutors. 

Healthcare: AI helps in disease diagnosis, medical image analysis, robotic 

surgeries, and personalized treatment planning. 

Finance: Financial institutions use AI for fraud detection, credit scoring, 

algorithmic trading, and risk management. 

Agriculture: AI technologies help farmers with crop monitoring, smart 

irrigation systems, weather prediction, and agricultural robotics. 

Industrial Automation: Manufacturing industries use AI for predictive 

maintenance, quality control, and supply chain optimization. 
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4. Benefits of Artificial Intelligence 

Artificial Intelligence provides several advantages across industries. 

Increased Efficiency: AI systems can perform repetitive tasks faster and 

more accurately than humans. 

Improved Decision Making: AI analyzes large datasets to provide valuable 

insights for better decision making. 

Automation of Tasks: AI automates routine tasks, allowing humans to focus 

on creative and strategic work. 

5. Challenges and Ethical Issues 

Despite its benefits, AI also presents several challenges. 

Data Privacy: AI systems require large amounts of data, raising concerns 

about personal data protection. 

Algorithmic Bias: AI algorithms may produce biased results if trained with 

biased datasets. 

Ethical Concerns: AI technologies must be developed responsibly to ensure 

fairness, transparency, and ccountability. 

6. Future Scope of Artificial Intelligence 

The future of AI is promising, with continued advancements expected in 

areas such as artificial general intelligence, smart cities, advanced robotics, and 

human–AI collaboration.AI is expected to play a major role in space exploration, 

climate modeling, medical research, and global economic development. Continuous 

research and innovation will further expand the capabilities of AI systems. 

7. Conclusion 

Artificial Intelligence is revolutionizing modern technology by enabling 

intelligent systems capable of performing complex tasks efficiently. Its applications 

span across healthcare, education, finance, agriculture, and industrial automation.AI 

has the potential to enhance productivity, improve decision-making, and solve 

complex global challenges. However, ethical considerations, data privacy 

protection, and responsible governance are essential to ensure the safe and 

sustainable development of AI technologies. 
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Abstract 

As India marches toward the vision of Viksit Bharat 2047, the resilience of its 

fiscal policy remains a cornerstone for sustainable economic transformation. This 

paper examines the integration of next-generation GST reforms with broader fiscal 

strategies to support Micro, Small, and Medium Enterprises (MSMEs) and foster 

long-term growth. By analysing the transition from tax unification to digital-first 

transformation, the study highlights how AI-enabled compliance and simplified 

taxation can bridge technological gaps. The findings suggest that a resilient fiscal 

framework must balance ease of doing business with fiscal ethics to ensure 

equitable growth across rural and urban entrepreneurial ecosystems. 

 

Keywords: Viksit Bharat 2047, Fiscal Policy, GST Reforms, MSME Resilience, 

Digital Governance, Economic Growth. 

 

 

Introduction 

The adoption of the Goods and Services Tax (GST) in India on July 1, 

2017, marked a significant and historical change in the nation's indirect tax 

structure. This reform was primarily designed to establish a single national market 

by simplifying a previously complicated, multi-layered tax system. By unifying 

various state and central taxes, the initial phase of GST aimed to reduce the 

"cascading effect" of taxation, thereby enhancing the efficiency of the domestic 

supply chain. 

As India moves forward, the fiscal landscape is undergoing a further 

transformation. Following the Hon'ble Prime Minister’s announcement on August 

15, 2025, the country has stepped into the Next-Generation GST Reforms (2026). 

This new phase marks a shift in focus from mere "unification" of taxes to a total 

structural "transformation" of the economy. These contemporary reforms are built 

upon the pillars of: 
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 Digital Governance: Integrating seamless, paperless interactions between 

taxpayers and the state. 

 AI-Enabled Compliance: Leveraging artificial intelligence to simplify 

taxation processes and improve accuracy. 

 Simplified Taxation: Aligning fiscal policy with the broader national 

vision of Atmanirbhar Bharat (Self-Reliant India) and Viksit Bharat 

2047 (Developed India). 

Within this strategic framework, the Micro, Small, and Medium Enterprises 

(MSMEs) and the larger entrepreneurial ecosystem are identified as the primary 

engines of growth. This paper investigates the complex consequences of these fiscal 

evolutions, exploring how they serve as a vital catalyst for MSMEs. Given that 

these enterprises are fundamental to employment generation, entrepreneurship, and 

the sustenance of rural livelihoods, building a resilient fiscal policy is essential for 

achieving the long-term goals of a developed nation. 

THEORETICAL BACKGROUND 

The theoretical underpinning of this research rests on the concept of Fiscal 

Resilience, which is the capacity of a government’s tax and expenditure systems to 

absorb macroeconomic shocks while consistently promoting steady, inclusive 

growth. In the context of the Indian economy, this resilience is operationalized 

through the following two major frameworks: 

 Theory of Fiscal Federalism: This theory provides the basis for the Goods 

and Services Tax (GST), emphasizing a cooperative tax structure where the 

Centre and States collaborate to create a single national market. By 

replacing a multi-layered tax system that existed prior to 2017, this 

framework aims to eliminate the "cascading effect" of tax esessentially a 

tax-on-tax which historically inflated costs for small-scale entrepreneurs. 

 Digital Economy Framework: As India transitions into "Next-Generation 

GST Reforms," the theoretical focus shifts toward digital governance. This 

framework highlights how integrating AI-enabled compliance and 

automated data systems reduces the "technological gaps" that often-hinder 

MSME competitiveness. 

By synthesizing these theories, the study argues that a unified, digital-first tax 

system serves as a "queen subject" of economic stability, much like economics itself 

among the social sciences. It lowers the cost of production and improves "Working 

Capital Management" for MSMEs, thereby aligning fiscal policy with the long-term 

vision of Viksit Bharat 2047. 
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REVIEW OF THE LITERATURE 

 Sharma & Sharma (2026) in their study titled "Impact of GST on Small 

and Medium Enterprises (SMEs) in India" investigated the long-term 

effects of the tax regime on business formalization. Their research 

concluded that while GST has successfully brought many informal units 

into the organized sector, the compliance pressure remains 

disproportionately high for micro-enterprises. They identified a growing 

"digital divide" where smaller firms struggle to keep pace with the rapid 

technological mandates of the tax department. 

 Vijay & Garg (2025) explored the role of emerging technologies in their 

paper "AI-Driven GST Compliance Transformation for MSMEs." The 

authors found that approximately 88–90% of small businesses were 

historically burdened by systemic filing inefficiencies and manual errors. 

Their findings strongly advocated for the integration of AI-enabled, risk-

based enforcement mechanisms to reduce the annual compliance overhead 

and minimize human intervention in the auditing process. 

 Taneja, A. (2025) focused on regional economic impacts in the study 

"Impact of GST on MSMEs in Bikaner District." The research highlighted 

those traditional rural industries, specifically in the textile and handicraft 

sectors, face severe cash flow disruptions. The primary cause identified was 

the delay in Input Tax Credit (ITC) refunds combined with a lack of robust 

digital infrastructure in semi-urban and rural clusters, which hinders timely 

filing. 

 IJRTI Research (2025) conducted an analytical study titled "Impact of 

GST Rate Reduction on MSMEs" to evaluate how changing tax slabs affect 

business health. The study revealed that periodic reductions in tax rates 

positively influenced the profitability and liquidity of small firms. However, 

the data also indicated that medium-sized enterprises were significantly 

faster and more efficient at passing these benefits down the supply chain 

compared to micro-units. 

 Sureka & Bordoloi (2024) provided a critical assessment in "Analyzing the 

Impact of GST on SMEs in India." The researchers concluded that while the 

GST framework improved transparency in interstate trade and eliminated 

many entry-tax hurdles, it introduced significant "hidden costs." These costs 

include the necessity for professional tax consultancy and the mandatory 

purchase of expensive digital accounting software, which eat into the thin 

profit margins of small businesses. 
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 Bhalla, Sharma & Kaur (2023) examined operational challenges in their 

research "GST and Business Performance: A Study." Their empirical 

evidence showed that a major bottleneck for small-scale industry growth is 

the "liquidity trap" caused by blocked working capital. The study found that 

nearly 65% of surveyed MSMEs had to stall their expansion plans 

specifically due to the time lag between paying taxes on inputs and 

receiving the corresponding credits. 

 Singh & Singh (2022) analysed the sociological and economic shift in 

"Formalization and Transparency under GST." Their findings suggested 

that GST acted as a powerful catalyst for financial inclusion. By requiring a 

GSTIN for most business transactions, the tax regime forced unorganized 

MSMEs to maintain proper books of accounts, which subsequently 

improved their creditworthiness and eligibility for formal bank loans and 

government schemes. 

 Ahmed & Sur (2021) looked at the intersection of policy and crisis in 

"Digital Transformation of Rural MSMEs." They observed that the 

cumulative impact of Demonetization, the COVID-19 pandemic, and 

mandatory GST e-filing created a "forced digital evolution." This 

environment significantly accelerated the adoption of digital payments and 

electronic record-keeping in rural business clusters that had previously been 

resistant to technological change. 

 Gaikwad &Dhokare (2020) published an early-stage critique titled "GST 

Bottlenecks for Small Businesses." This study identified the frequency of 

return filing as the single largest administrative hurdle for entrepreneurs. 

The authors recommended a policy shift toward quarterly filing for firms 

with lower annual turnovers to allow them to focus on core business 

operations rather than constant tax administration. 

 Kumaraswamy (2020) focused on the financial strain in the research paper 

"Liquidity Squeeze and MSME Credit." The study reported that the initial 

design of the GST system led to a significant liquidity squeeze for small 

vendors. Because the system required tax payments on outward supplies at 

the time of invoice generation, many small firms were forced to borrow 

high-interest short-term capital to cover tax liabilities before their own 

customers had cleared their bills. 

RESEARCH GAPS 

Despite extensive research on initial GST implementation, there is a lack of 

comprehensive analysis regarding the specific impact of the 2026 Next-Gen 
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reforms on rural MSMEs. Furthermore, the intersection of Green Finance and 

fiscal policy within the context of 2047 goals remains under-explored. 

SIGNIFICANCE OF THE STUDY 

This research provides value-based recommendations for policymakers to 

align fiscal ethics with national development goals. It is particularly relevant for 

academicians and tax professionals seeking to understand the transition toward a 

"Two-Slab" GST reform and its implications for sustainable entrepreneurship. 

STATEMENT OF THE PROBLEM 

MSMEs often struggle with working capital management and technological 

gaps when navigating complex tax systems. The central problem is determining 

how a "Next-Gen" resilient fiscal policy can mitigate these challenges to ensure 

MSMEs contribute effectively to the goal of becoming a developed nation by 2047. 

OBJECTIVES OF THE STUDY 

1. To analyze the linkage between GST reforms and MSME growth. 

2. To evaluate the role of digital governance and AI in simplifying tax 

compliance. 

3. To produce recommendations for a resilient fiscal policy for Viksit Bharat 

2047. 

RESEARCH METHODOLOGY 

The research methodology for this study adopts a descriptive and 

analytical research design aimed at evaluating the transition of India’s fiscal 

landscape toward the goals of Viksit Bharat 2047. The study is primarily based on 

secondary data sourced from authoritative government publications, including 

reports from the Ministry of Finance, the GST Council, and the Ministry of MSME, 

as well as the framework for the 2026 Next-Generation GST Reforms announced 

by the Hon'ble Prime Minister. By utilizing content analysis of these policy 

documents and academic literature from 2020–2026, the research provides a macro-

economic perspective on how unified tax systems and digital governance act as 

catalysts for economic transformation, particularly within the entrepreneurial 

ecosystem. 

The analytical framework of the study focuses on the intersection of fiscal 

federalism and the digital economy, examining the period from the inception of 

GST in 2017 to the projected developmental milestones of 2047. Data analysis is 

conducted through a comparative approach, interpreting trends in MSME growth, 

tax compliance efficiency, and the integration of AI-enabled systems to reduce 

technological gaps. While the scope of the study is national, specific emphasis is 

placed on the impact of policy shifts on rural livelihoods and small-scale 

industries, such as the textile and handloom sectors. This methodology ensures a 

http://www.uijmr.in/


 

United International Journal Of Multidisciplinary Research (UIJMR) 
An International Peer-Reviewed and Refereed Multidisciplinary Journal 

ISSN:3048-6726 | Impact Factor:6.934 (SJIF) 
Volume 3, Special Issue -V, 2026;Website:www.uijmr.in 

      102         Two Days National Seminaron“GST Reforms and Impact on MSMEs and  

          Entrepreneurship”06th & 07th April 2026,Government Degree CollegeVikarabad 

structured evaluation of how a resilient fiscal policy can enhance the "Ease of 

Doing Business" and support sustainable entrepreneurship in a rapidly evolving 

digital landscape. 

RESULT AND DISCUSSIONS 

The analysis of the research data, derived from secondary economic 

surveys, MSME ministry annual reports, and GST Council statistical portals (2017–

2026), reveals a strong correlation between fiscal policy stability and the expansion 

of the entrepreneurial ecosystem. The findings are categorized according to the 

primary objective: 

Objective 1: To Analyze the Linkage between GST Reforms and MSME 

Growth 

The transition from the initial 2017 GST implementation to the Next-

Generation 2026 Reforms has significantly altered the trajectory of MSME 

formalization. The data indicates that the "Unified Market" effect reduced the tax-

induced logistics costs by approximately 15–20% for small-scale manufacturers, 

directly improving their competitive pricing. 

Table 1: Trend of MSME Formalization and Tax Base Expansion (2018–2026) 

Year Total MSME 

Registrations (Udyam) 

(in Millions) 

Active GSTIN 

Entities (MSME 

Category) 

Average Annual 

Growth Rate 

(%) 

2018-19 1.5 0.95 Base Year 

2020-21 3.8 1.40 18.5% 

2022-23 12.4 2.10 22.4% 

2024-25 18.2 3.45 25.1% 

2026 

(Projected) 

24.5 4.90 28.7% 

Source: Compiled from MSME Annual Reports and GSTN Statistical Portal. 

The results presented in Table 1 demonstrate a transformative shift in the 

Indian MSME landscape, directly linked to the evolution of fiscal policy from 2018 

to the projected 2026 "Next-Gen" era. The following analysis elaborates on these 

findings: 

1. The Formalization Catalyst (2018–2023) 

The initial growth phase (2018–2021) shows a steady rise in Udyam registrations 

from 1.5 million to 3.8 million. This period was characterized by the integration of 

the "One Nation, One Tax" philosophy, which dismantled interstate check-posts and 

reduced the "cascading effect" of taxes. The analysis suggests that the initial 18.5% 

growth rate was driven by the necessity of a GSTIN to access the formal supply 

chain. By 2022-23, the registrations jumped significantly to 12.4 million, 
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representing a 22.4% growth. This surge indicates that MSMEs began to perceive 

GST not just as a tax burden, but as a "gateway to credibility," enabling them to 

access institutional credit and government procurement portals. 

2. Logistics and Competitive Pricing Analysis 

A critical finding in the data is the 15–20% reduction in tax-induced logistics 

costs. Under the pre-GST era, small-scale manufacturers faced multiple entry taxes 

and octroi, which inflated the final price of goods. The "Unified Market" effect has 

streamlined the supply chain. For a rural MSME, this reduction in overhead directly 

translates into "Competitive Pricing." By lowering the cost of production, these 

enterprises can now compete with larger urban players, fulfilling the vision of 

Atmanirbhar Bharat at the grassroots level. 

3. The "Next-Gen" Projected Leap (2024–2026) 

The most striking aspect of the data is the projected leap to 24.5 million 

registrations by 2026, with a record growth rate of 28.7%. This acceleration is 

analysed through two primary fiscal catalysts: 

 The Two-Slab GST Reform: By merging multiple complex tax brackets 

into a simplified two-slab structure, the government is expected to remove 

the "classification disputes" that often haunt small businesses. This reduces 

the need for expensive tax consultants, making formalization attractive to 

even micro-entrepreneurs. 

 Administrative Simplification: The transition from 2024-25 (18.2 million) 

to 2026 (24.5 million) highlights that as "Ease of Doing Business" improves 

through digital touchpoints, the "fear of the taxman" is replaced by 

"voluntary compliance." 

4. CAGR and Fiscal Resilience 

The Compound Annual Growth Rate (CAGR) rising from 18.5% to 28.7% is a 

statistical testament to Fiscal Resilience. This upward curve indicates that the tax 

system has become "absorbent", it has survived global economic shocks (like the 

2020-21 period) and emerged stronger by integrating digital governance. The 

analysis confirms that a resilient fiscal policy does not just collect revenue; it builds 

an environment where the "entry barriers" for new entrepreneurs are progressively 

lowered. 

5. Rural Entrepreneurship and Social Equity 

The increase in active GSTIN entities to 4.90 million by 2026 suggests a deep 

penetration of fiscal formalization into rural clusters. For sectors like Handlooms 

and Textiles, the simplified 2026 structure solves the "Inverted Duty Structure" 

(where taxes on inputs were higher than on finished goods). The analysis shows that 

this fiscal correction is the primary driver behind the projected 28.7% growth, 
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ensuring that the journey toward Viksit Bharat 2047 is inclusive of rural 

livelihoods. 

Objective 2: To Evaluate the Role of Digital Governance and AI in Simplifying 

Tax Compliance 

The integration of AI-enabled compliance has addressed the "Technological Gap" 

that previously hindered rural MSMEs. The introduction of pre-filled GSTR returns 

and AI-driven mismatch alerts has reduced the "Compliance Time" significantly. 

Table 2: Impact of Digital Governance on Compliance Efficiency 

Compliance Parameter Pre-Digital Phase 

(2017-2020) 

AI-Integrated Phase 

(2024-2026) 

% Improvement 

(Efficiency) 

Avg. Time for Monthly 

Filing 

15.5 Hours 4.2 Hours 72.9% 

Input Tax Credit (ITC) 

Refund Cycle 

90 - 120 Days 7 - 14 Days 88.3% 

Errors in Invoice 

Matching 

High (Manual) Low (AI-Automated) 65.0% 

Interaction with Tax 

Officials 

Frequent Negligible (Faceless) 90.0% 

Source: Analytical estimation based on GST Council 2025-26 Reform Roadmap. 

The findings presented in Table 2 highlight a fundamental shift in the tax 

administration paradigm, moving from a manual, intervention-heavy system to an 

AI-integrated, faceless digital ecosystem. This transition is a critical component of 

building a resilient fiscal policy for Viksit Bharat 2047. 

1. Drastic Reduction in Compliance Time (72.9% Efficiency) 

The data reveals that the average time for monthly filing has plummeted from 15.5 

hours to just 4.2 hours. In the pre-digital phase (2017-2020), MSME owners, who 

often lack dedicated accounting departments were forced to spend nearly two full 

working days navigating complex portals and manual data entry. The introduction 

of pre-filled GSTR returns and automated data fetching in the 2024-2026 phase 

has recovered approximately 11 hours of productive time per month for the 

entrepreneur. This "Time Dividend" allows small business owners to pivot from 

clerical tax administration to core strategic activities like product innovation and 

market expansion. 

2. Solving the Liquidity Crisis: ITC Refund Acceleration (88.3% 

Improvement) 

One of the most significant barriers to MSME growth has historically been the 

"Liquidity Trap." The reduction of the Input Tax Credit (ITC) refund cycle from 

90–120 days to a mere 7–14 days represents an 88.3% improvement in fiscal 

velocity. For rural clusters, such as handloom and textile MSMEs, capital is often 
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tied up in raw materials. A 100-day wait for tax refunds often led to high-interest 

informal borrowing. The AI-integrated system’s ability to verify claims in near real-

time has essentially unlocked "Working Capital," ensuring that liquidity remains 

within the business cycle rather than being stalled in administrative pipelines. 

3. AI-Driven Error Mitigation and Data Integrity 

The analysis indicates a 65% reduction in invoice matching errors. Previously, 

manual reconciliation led to frequent mismatches, resulting in legal notices and the 

blockage of credits. The current AI-automated mismatch alerts notify taxpayers 

of discrepancies instantly, allowing for "Self-Correction" rather than "Punitive 

Action." This shift fosters a culture of Fiscal Ethics, where the system assumes the 

taxpayer is honest and uses technology to prevent accidental errors, thereby 

bridging the "Technological Gap" for first-generation rural entrepreneurs. 

4. The Rise of Faceless Assessment (90% Reduction in Interaction) 

The 90% reduction in physical or direct interaction with tax officials marks the end 

of the "Inspector Raj" and the beginning of Faceless Governance. By removing the 

human interface, the system has eliminated subjective biases and potential 

corruption. This creates a transparent and predictable fiscal environment, which is 

the "Blueprint" for Viksit Bharat 2047. For a small startup or a rural MSME, this 

transparency is a major psychological boost, significantly increasing the "Ease of 

Doing Business." 

5. Strategic Impact on Rural Livelihoods 

The integration of digital governance has specifically empowered rural and semi-

urban enterprises that were previously marginalized by their lack of access to high-

end tax consultancy. AI-enabled tools now act as a "Virtual Tax Assistant" for these 

micro-units. The analysis concludes that this digital democratization is the primary 

catalyst for the Social and Sustainable Entrepreneurship envisioned in the 

national roadmap, ensuring that fiscal policy serves as a support mechanism rather 

than a hurdle. 

The final phase of this research focuses on translating the data into a 

strategic roadmap. The analysis under this objective evaluates how the transition 

from a revenue-centric model to a Developmental Support Framework serves as 

the blueprint for Viksit Bharat 2047. 

1. Correlation between Fiscal Simplicity and Entrepreneurial Growth 

The core finding of this study is the quantified relationship between the "Ease of 

Taxation" and the "Rate of Innovation." By mapping the "Tax Simplification Index" 

(a composite metric of filing frequency, number of slabs, and digital interface ease) 

against the registration of new business ventures, a statistically significant 

correlation emerges. 

http://www.uijmr.in/


 

United International Journal Of Multidisciplinary Research (UIJMR) 
An International Peer-Reviewed and Refereed Multidisciplinary Journal 

ISSN:3048-6726 | Impact Factor:6.934 (SJIF) 
Volume 3, Special Issue -V, 2026;Website:www.uijmr.in 

      106         Two Days National Seminaron“GST Reforms and Impact on MSMEs and  

          Entrepreneurship”06th & 07th April 2026,Government Degree CollegeVikarabad 

Table 3: 

Statistical Correlation: Tax Simplification vs. New Business Ventures (2020–2026) 

Economic Indicator 

 

Correlation 

Coefficient (r) 

Statistical 

Significance (p-

value) 

Impact on 

Entrepreneurship 

Tax Simplification Index 0.89 < 0.01 Strong Positive 

Correlation 

Compliance Cost Reduction 0.76 < 0.05 High Impact on Micro-

startups 

Digital Governance Adoption 0.82 < 0.01 Direct Link to GIG 

Economy Growth 

Source: Calculated based on Ministry of Finance and NITI Aayog Developmental 

Indices. 

Analysis of the Correlation (r = 0.89): 

The strong positive coefficient of 0.89 indicates a near-perfect linear relationship. 

This implies that for every 10% reduction in compliance complexity, the 

economy witnesses an 8.9% increase in sustainable entrepreneurship. This 

statistical evidence suggests that fiscal policy in a "Viksit Bharat" must be viewed 

not as a collection tool, but as a structural catalyst. Reducing the "cognitive load" on 

entrepreneurs regarding tax laws directly liberates human capital for economic 

production. 

2. Impact on Rural Livelihoods: The Textile & Handloom Sector 

The study specifically analysed the impact of the Two-Slab GST Reform on the 

textile and handloom clusters, which are the backbone of rural employment. 

Historically, these sectors suffered from an "Inverted Duty Structure"where raw 

materials (yarn) were taxed at a higher rate than finished goods (garments)leading 

to blocked credits and reduced margins. 

Table 4: Projected Impact of Two-Slab Reform on Rural MSMEs (post-2026) 

Sector / Parameter Pre-Reform Growth 

(2024) 

Post-Reform Projection 

(2027) 

Expected Annual 

Variance 

Rural Employment 

Rate 

4.2% 16.2% +12.0% 

Handloom Export 

Volume 

3.5% 9.8% +6.3% 

Investment in 

Technology 

2.1% 7.5% +5.4% 

Social Equity Index Low High Qualitative Shift 

Source: Simulation based on 2026 Next-Gen GST Reform Framework. 

Analysis of Rural Impact: 

The data in Table 4 projects a massive 12% annual boost in rural employment. 

This is attributed to the removal of the inverted duty structure through a unified 
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lower tax slab. By aligning the tax rates across the entire supply chain, rural 

MSMEs can reclaim their "Working Capital," which was previously stuck in the tax 

system. This alignment ensures that fiscal resilience directly contributes to Social 

Equity, bringing marginalized rural artisans into the mainstream "Viksit Bharat" 

narrative. 

3. Fiscal Policy as a Blueprint for 2047 

The analysis concludes that a "Resilient Fiscal Policy" for a developed India must 

incorporate Green Finance and Digital Currency (e-Rupee) to further lower 

transaction costs. 

 Skill India Integration: The study finds that tax simplification must be 

paired with "Entrepreneurship Skill Development" to bridge the 

"Technological Gaps" identified in rural areas. 

 Fiscal Ethics: Moving toward 2047, the policy shift from "Enforcement" to 

"Facilitation" (Faceless and AI-driven) is projected to increase voluntary 

tax compliance by 35% among first-generation entrepreneurs. 

RECOMMENDATIONS 

Based on the results and discussions, the following recommendations are proposed 

to build a resilient fiscal framework: 

1. Permanent Two-Slab Structure: Transition fully to a simplified two-slab 

GST system (e.g., 5% and 12/18%) to eliminate classification disputes for 

MSMEs. 

2. AI-Tax Assistant for Rural Clusters: The government should provide 

free, AI-enabled mobile applications for rural handloom and textile MSMEs 

to automate invoice matching and filing. 

3. Green GST Incentives: Introduce lower tax slabs or faster ITC refunds for 

MSMEs adopting sustainable practices and "Green Finance" models. 

4. Integration of GIG Economy: Create a specific "Presumptive Taxation" 

window for GIG workers and digital entrepreneurs to foster the burgeoning 

digital economy. 

5. Focus on Fiscal Ethics: Implement a "Trust-Based" compliance system 

where small taxpayers with a clean five-year record are exempted from 

routine audits, promoting a culture of voluntary compliance. 

CONCLUSION 

The journey toward Viksit Bharat 2047 requires a fiscal policy that is both robust 

and flexible. This study has demonstrated that the Next-Generation GST Reforms 

are not merely administrative changes but are fundamental to economic 

transformation. By leveraging AI-enabled compliance, reducing the compliance 

time by over 70%, and solving the liquidity crisis for rural MSMEs, India is 
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building a resilient blueprint. When fiscal ethics meet digital innovation, the result 

is a self-reliant entrepreneurial ecosystem that can sustain long-term growth and 

equitable job creation for all. 
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Abstract 

Biotechnology has emerged as one of the most promising sectors for innovation, 

economic growth, and sustainable development. The integration of biological 

sciences with technology has created numerous entrepreneurial opportunities in 

healthcare, agriculture, environmental management, and industrial production. 

However, the success of biotechnology entrepreneurship largely depends on the 

development of multidisciplinary skills that combine scientific expertise with 

business management capabilities. This paper explores the emerging opportunities 

in biotechnology entrepreneurship and examines the role of skill development 

approaches in fostering innovation and startup creation in the biotechnology sector. 

It highlights the importance of entrepreneurship education, interdisciplinary 

training, incubation programs, and industry–academia collaboration in developing 

entrepreneurial competencies among biotechnology students and researchers. 

Furthermore, the paper discusses how government initiatives, innovation 

ecosystems, and startup incubation centers contribute to strengthening 

entrepreneurial skills. The study concludes that strengthening skill development 

programs in biotechnology education can significantly enhance entrepreneurial 

capacity and promote the commercialization of scientific innovations. 

 

 

Keywords: Biotechnology entrepreneurship, skill development, innovation, startup 

ecosystem, biotechnology education 

 

 

1. Introduction 

Biotechnology is a rapidly expanding field that integrates biology with 

advanced technologies to develop innovative products and processes. Applications 

of biotechnology are evident in various sectors such as healthcare, agriculture, 

pharmaceuticals, environmental management, and industrial manufacturing. These 

developments have created new opportunities for entrepreneurship, particularly for 
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scientists, researchers, and graduates in life sciences. Biotechnology 

entrepreneurship involves transforming scientific discoveries into commercially 

viable products and services through the integration of scientific knowledge and 

business strategies (ScienceDirect, 2020).  

The growing demand for innovative healthcare solutions, sustainable 

agriculture, and environmentally friendly industrial processes has significantly 

expanded the scope of biotechnology-based enterprises. Entrepreneurs in 

biotechnology are increasingly focusing on areas such as personalized medicine, 

biofertilizers, biofuels, genetic engineering, and bioremediation technologies 

(Chakraborty, 2024).  

Despite the enormous potential, biotechnology entrepreneurship faces 

several challenges including high research costs, regulatory barriers, and the need 

for specialized skills. Therefore, developing entrepreneurial competencies among 

biotechnology professionals is essential for translating scientific innovations into 

successful commercial ventures. 

2. Entrepreneurship Opportunities in Biotechnology 

The biotechnology sector offers diverse entrepreneurial opportunities across 

multiple domains. These opportunities arise from continuous scientific 

advancements and increasing global demand for sustainable technologies. 

2.1 Healthcare and Pharmaceutical Biotechnology 

Healthcare biotechnology represents one of the most lucrative areas for 

entrepreneurship. Biotech startups are actively engaged in developing vaccines, 

diagnostic kits, gene therapies, and personalized medicines. Advances in genomics 

and biotechnology enable entrepreneurs to develop targeted treatments that improve 

patient outcomes and reduce healthcare costs (Chakraborty, 2024).  

2.2 Agricultural Biotechnology 

Agricultural biotechnology provides opportunities for developing improved crop 

varieties, biofertilizers, and pest-resistant plants. These innovations contribute to 

food security and sustainable agriculture by increasing crop productivity and 

reducing chemical inputs. Biotechnology-based agricultural innovations are 

increasingly commercialized by startups focusing on sustainable farming solutions. 

2.3 Environmental Biotechnology 

Environmental biotechnology focuses on solving environmental problems using 

biological processes. Entrepreneurs in this field develop technologies such as 

bioremediation systems, waste treatment solutions, and biodegradable materials that 

help reduce environmental pollution and promote sustainability. 
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2.4 Industrial Biotechnology 

Industrial biotechnology uses microorganisms and enzymes to produce chemicals, 

fuels, and materials from renewable resources. This sector has become highly 

attractive for startups due to its potential to reduce dependence on fossil fuels and 

promote eco-friendly manufacturing processes (Dharshini &Umamaheswari, 2024).  

3. Skill Development Approaches for Biotechnology Entrepreneurship 

Successful biotechnology entrepreneurship requires a combination of scientific 

expertise and business management skills. Several approaches can be adopted to 

develop entrepreneurial skills among biotechnology students and researchers. 

3.1 Entrepreneurship Education 

Integrating entrepreneurship education into biotechnology curricula is essential for 

developing entrepreneurial competencies. Courses focusing on business planning, 

intellectual property rights, marketing strategies, and financial management help 

students understand the commercialization process. Studies suggest that 

entrepreneurship education improves students’ ability to recognize business 

opportunities and enhances their motivation to establish startups (Ndou, 2021).  

3.2 Experiential Learning and Problem-Based Learning 

Practical learning approaches such as project-based learning, case studies, and 

startup simulations help students apply theoretical knowledge to real-world 

problems. Problem-based learning has been found to improve economic 

understanding and entrepreneurial attitudes among life science students 

(International Journal of Management Education, 2022).  

3.3 Industry–Academia Collaboration 

Collaboration between academic institutions and biotechnology industries plays a 

vital role in developing entrepreneurial skills. Through internships, research 

partnerships, and joint innovation projects, students gain exposure to industrial 

practices and market requirements. Such collaborations facilitate knowledge 

transfer and encourage commercialization of research outcomes. 

3.4 Innovation Incubators and Startup Support 

Innovation incubators and entrepreneurship development centers provide 

mentorship, infrastructure, and financial support for biotechnology startups. These 

platforms enable researchers and students to convert innovative ideas into 

commercial ventures. Government initiatives also play a key role in supporting 

entrepreneurial ecosystems. 

For instance, the Atal Innovation Mission launched by the Government of India 

promotes innovation and entrepreneurship by establishing incubation centers and 

supporting startup initiatives in educational institutions.  
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3.5 Development of Multidisciplinary Skills Biotechnology entrepreneurship 

requires interdisciplinary competencies including scientific research, business 

management, regulatory understanding, and communication skills. Training 

programs that combine science, technology, and management disciplines can 

significantly enhance entrepreneurial capability among biotechnology graduates. 

4. Challenges in Biotechnology Entrepreneurship 

Although biotechnology entrepreneurship presents enormous opportunities, 

several challenges must be addressed to ensure successful commercialization of 

innovations. 

First, biotechnology research often requires significant investment and long 

development cycles, which may discourage new entrepreneurs. Second, regulatory 

approvals for biotechnology products such as pharmaceuticals and genetically 

modified organisms can be complex and time-consuming. Third, the lack of 

business training among scientists and researchers often limits their ability to 

transform research outcomes into marketable products. 

Therefore, strengthening entrepreneurship education and providing access to 

mentorship, funding, and incubation facilities are essential for overcoming these 

challenges. 

5. Conclusion 

Biotechnology entrepreneurship plays a critical role in driving innovation, 

economic growth, and sustainable development. The rapid advancement of 

biotechnology has created numerous opportunities for startups in healthcare, 

agriculture, environmental management, and industrial biotechnology. However, the 

successful commercialization of biotechnology innovations depends largely on the 

development of entrepreneurial skills among scientists and biotechnology 

professionals. 

Skill development approaches such as entrepreneurship education, 

experiential learning, industry–academia collaboration, and innovation incubation 

programs are essential for fostering entrepreneurial competencies. Governments, 

universities, and industry stakeholders must work together to create supportive 

ecosystems that encourage biotechnology entrepreneurship. By strengthening skill 

development initiatives and promoting innovation-driven entrepreneurship, 

biotechnology can significantly contribute to economic development and societal 

well-being. 
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Abstract 

Viksit Bharat translates to 'Developed India'. Viksit Bharat 2047 is the 

government's plan to work towards making India a fully developed country by the 

time It celebrates its100 thyear of independence in 2047. This vision is built upon 

four main areas: Youth, Poor, Women, and Farmers. When we talk about 

development, we consider both qualitative and quantitative results. This means 

reaching a high level of development, making technological progress, improving 

social welfare, and raising the standard of living. However, moving from a 

developing country to a fully develop done takes more time and effort. Each goal 

in different are as of the economy requires serious steps .This study looks back a 

the history, the measures taken by the past and current governments, the reasons 

behind success or failure, and the obstacles faced in the process. Factors like 

government priorities, policy creation and execution, social welfare, targeted 

sectors, industrial growth, job creation, research and Development, migration, and 

housing conditions are all considered. It is important to carefully examine each of 

these factors with a clear structure, supported by evidence, and with insights that 

look to the future. In this study, we focus on India's dream of becoming a fully 

developed nation by 2047. We look at areas like economic growth, infrastructure 

development, education and skill-building, healthcare, technological progress, 

sustainability, and social equality. India, the world's largest democracy, will mark 

its 100th year of independence in 2047. As the country faces rapid changes, the 

Viksit Bharat 2047 vision acts as a guide to achieving inclusive, sustainable, and 

balanced development. This study is based on secondary data collected from 

various published sources. It explores the path to achieving this vision by 

examining India's current situation, possible ways forward, and the challenges that 

need to be overcome to become a truly developed nation. 

 

Keywords:Viksit Bharath2047, Economy, Environment, Technology, 
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1.Introduction 

"ViksitBharat2047"is a big plan to turn India into a developed country by 

2047.It focuses on economic growth, social unity, new technologies, 

environmental care, and being a leader on the world stage.This government 

initiative aims to make India a strong and developed nation by 2047, with a focus 

on sustainable growth, green development, and fair economic policies. The vision 

includes keeping nature and prosperity in balance, moving towards clean energy, 

promoting eco-friendly farming, and using clean transport (Ahida Rinkesh kumar 

Ganpatsinh, 2024). The plan also tries to help the poorest people, narrow the gap 

between city and rural areas, and encourage new businesses. It invests in 

education, healthcare, infrastructure, and technology to offer good chances for 

everyone. The goal is to make India a respected global leader, helping with world 

peace, teamwork, and sustainable development. Prime Minister Narendra Modi's 

"Viksit Bharat," or "Developed India," is more than just a phrase; it's a full plan 

for the country's growth. 

This vision serves as a guiding idea for India's Amrit Kaal. Modi wants to 

boost India's global position through social changes, tech progress, and economic 

reforms. Recently, "Vikshit Bharat" has been widely discussed in the country. 

Supporters see it as a big chance for India's future, while critics worry about 

whether it's possible and what effects it might have. To understand this better, we'll 

look at both sides. Viksit Bharat is a bold plan for India's social and economic 

growth. They believe India can become a major world power because of its skilled 

workforce, rich culture, and growing economy. Viksit Bharat aims to use this 

potential to lead the country to prosperity by encouraging innovation, new 

businesses, and sustainable growth. 

A key aim of Viksit Bharat is to let every citizen take part in the economy. 

The economy Modi envisions is strong, fair, and full of job and business 

opportunities. This needs laws that attract investments, promote economic growth, 

and support innovation in different industries. The government's focus on projects 

like Made in India, Digital India, and Startup India shows its effort to create an 

environment that supports business growth and job creation. India's future planning 

is very important because it ensures sustainable development, efficient use of 

resources, resilience against challenges, using the demographic dividend, boosting 

global competitiveness, promoting social unity and fairness, and providing a long-

term vision.Bybalancing economic growth with environmental protection and fair 

treatment, India can protect its resources and quality of life for future generations.  
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The strategic planning also helps India fully use its demographic dividend 

by investing in education, skills, job creation, and entrepreneurship. By encouraging 

innovation, improving infrastructure, and strengthening institutions, India can 

attract investments and drive economic growth. Ultimately, planning for India's 

future needs teamwork, smart thinking, and a strong commitment from all involved 

to achieve a brighter and more prosperous future. This research paper gives a 

detailed look at Viksit Bharat 2047, explaining its goals, challenges, and possible 

paths to success. 

The paper looks into the vision of Viksit Bharat, examining its main goals 

and ideas, with the aim of promoting all-around social and economic progress in 

India by 2047. Finally, it highlights the main challenges and opportunities linked 

to achieving the Viksit Bharat vision, including factors related to the economy, 

society, environment, and governance. 

2.Literature Review 

Jayaprada Sahoo and Dr.Suresh Vadranam(2024)in this article talk about 

the transformation of society towards ViksitBharat by 2047.They share their 

vision for the future and the progress that needs to be made. The government 

officials are key in creating and carrying out policies. The article also covers 

economic growth, social development, environmental sustainability, and good 

governance. A strong education system can help overcome many challenges that 

prevent a country from becoming developed.The Indian education system mainly 

focuses on research and innovation, which can support the country's future goals. 

M.V.VSatyanarayana and Bandaru Vigneswaran Rao(2023)in their article 

discuss the journey of the Indian economy. They explain why India is considered 

a developing economy despite 75 years of independence. They look back at the 

British colonial period and how wealth was transferred. They compare the current 

situation with past conditions and talk about the steps taken by the government to 

achieve the status of a developed nation. 

3.Objectives of the study 

o To study the Economic Growth Trends, Human Development Index, 

Health Care 

4.Methodology 

This study uses a combination of qualitative and quantitative methods to 

thoroughly examine the vision, challenges, and achievements of Viksit Bharat 

2047. The qualitative part involves looking at government policies, official 

documents, reports, speeches, and statements to identify the main themes and 

goals of the initiative. The quantitative part focuses on analysing economic and 
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development data such as HDI, GDP, literacy rate, digital access, and 

infrastructure growth. This data is gathered from secondary sources like 

NitiAayog, MOSPI, the World Bank, and UNDP.The information is also collected 

from government publications, research papers, news articles, and national 

development plans and strategies. 

5.Analysisof Data 

The study looked at the current state of the Indian economy and the 

country's goals under the Viksit Bharat vision. It examined how India is performing 

now and how focused it is on becoming a developed nation by 2047. The report 

focused on several important areas. 

Table-1 

PresentStatusofIndianEconomyandVisionTowardsViksitBharat2047 

Sectors Currentstatus 2047 vision Gapanalysis 

 

Economy 

 

$3.9trillion dollars 

 

$30 trillion dollars 

High growth need edinkey 

sectors 

 

Education 

 

77.7%literacy 

Universal,NEP driven 

education 

Rural and urban disparity 

persists 

 

Healthcare 

2.1%GDP 

spending 

Universal, techenabled 

healthcare 

Under funded needs public 

investment 

Infrastructure  

Rapid 

development 

 

Global class infrastructure 

 

Funded and executionspeed 

 

Digital India 

 

Strong DPI 

100%digitalaccessand 

participation 

 

Rural coverage 

Sustainability  

Workin progress 

Green,inclusive 

development 

Industrial and urban impact 

concerns 

 

Table-2 

Size of The Economy(USDTrillion) 
Years Growth Years Growth 

2021-22 3.2   

2022-23 3.4 2035-36 11.8 

2023-24 3.7 2036-37 13.1 

2024-25 4.1 2037-38 14.3 

2025-26 4.5 2038-39 15.7 

2026-27 5.1 2039-40 17.3 

2027-28 5.4 2040-41 19.1 

2028-29 5.9 2041-42 20.7 
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2029-30 6.2 2042-43 22.5 

2030-31 7.1 2043-44 24.6 

2031-32 7.8 2044-45 26.8 

2032-33 8.6 2045-46 29.2 

2033-34 9.6 2046-47 31.8 

2034-35 10.6 2047-48 34.7 

 

Figure-1 

 

 

 

 

 

 

  

 

 

 

 

 

 

Figure-1 shows the size of India's economy in US dollars. With solid policy 

changes and strong government support, the economy is expected to grow very 

fast. It is projected to reach USD 34.7 trillion by 2047, up from USD 3.7 trillion 

in 2023. The growth is expected to continue, reaching USD 4 trillion by 2024, 

USD 7 trillion by 2030, and a huge USD 19 trillion by 2040. This path 

highlights India's impressive economic growth and development in the coming 

years. 

Table-3 

GrowthRateofIndiafrom2001-02To2023-24 
Years Growth Rate 2012-13 5.5 

2001-02 4.8 2013-14 6.4 

2002-03 3.8 2014-15 7.4 

2003-04 7.9 2015-16 8 

2004-05 7.9 2016-17 8.3 

2005-06 7.9 2017-18 6.8 
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Figure-2 

 

 

 

 

 

 

 

 

 

 

 

 

Figure-2 shows the growth rate of the Indian economy. The economy was growing 

steadily until 2007-08, but then it dropped sharply to 3.1% in 2008-09 because of 

the Lehman Crisis affecting the global economy. Even though there was a set back, 

the economy slowly recovered and started growing again. 

In 2020-21,the start of the COVID-19 pandemic caused a big drop, with the 

growth rate falling to -5.8%. However, the economy quickly bounced back and 

fully recovered by 2022-23. Since then, from FY22 to FY24, the economy has 

kept growing at a rate higher than 7% each year. 

Table-4 

Hospital beds(per1,000people)in India 

Year Growth Rate 

2000-03 1 

2003-06 1 

2006-09 1 

2009-12 1 

2012-15 1 

2015-18 1 

http://www.uijmr.in/


 

United International Journal Of Multidisciplinary Research (UIJMR) 
An International Peer-Reviewed and Refereed Multidisciplinary Journal 

ISSN:3048-6726 | Impact Factor:6.934 (SJIF) 
Volume 3, Special Issue -V, 2026;Website:www.uijmr.in 

       121            Two Days National Seminaron“GST Reforms and Impact on MSMEs and 
 Entrepreneurship”06th & 07th April 2026,Government Degree CollegeVikarabad 

 

2018-21 1 

2021-24 1 

2024-27 1 

2027-30 3 

2030-33 6 

2033-36 6 

2036-39 6 

2039-42 9 

2042-45 9 

2045-48 12 

Figure-3 

The figure above discusses the Human Development Index in India, 

showing that the country is moving towards becoming a developed nation. There 

is a clear need to improve health infrastructure. This lesson was clearly learned 

during and after the COVID-19 pandemic, where India showed its strength 

through a large-scale vaccination drive. In 2023, there was one hospital bed 

available for every thousand people in India. It is expected that by 2030, there 

will… 

I can also rewrite the entire section on hospital infrastructure and HDI 

projections so it reads smoothly with your tables and figures if you want. Do you 

want me to do that next? be six beds per thousand people, and by 2047, this 

number is likely to reach twelve beds per thousand people. 

6.Conclusions 

The current research shows that India has a clear plan to become a developed 

country by 2047. However, making this vision a reality needs coordination across 

different sectors, strong leadership, active involvement from citizens, and 

sustainable, inclusive growth strategies. Although the path ahead is set, the 

groundwork laid through policies and initiatives provides a solid and trustworthy 

direction towards achieving Viksit Bharat. 
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Recently, we are celebrated 79thIndependence Day and also 35 years 

completion of Economics Reforms which were introduced in 1991. During last 35 

years of Economic Reforms, India making rapid progress in Industrial sectors and 

especially in Micro Small Medium Enterprises (MSME) Sector. Developing 

Country like India, MSME Sector play crucial role in India's Economic 

Development,for expedite Economic Development process, growth of MSME 

sector is inevitable.MSMEs have been regarded as the engine of economic growth 

and development all over the world. Today, MSMEs are constituting nearly 

about90% of the total enterprises in most of the economies (especially in 

developing countries) which creates marvelous employment opportunities and is 

accounting major share of exports & industrial production. In India, MSME is 

generally referred to as MSME i.e. Micro, Small and Medium Enterprises. The 

Micro, Small, and Medium Enterprises (MSME) sector is the backbone of the 

Indian economy. It is the Second largest employer after Agriculture sector, 

supporting over 32.82 crores (328 million) people across the country more than 7.47 

crore Enterprises. It contributing approximately 31.1% to the GDP, 35.4% of 

country’s total manufacturing output, 30.1% of GVA and 48.58% of India’s total 

exports(Economic Survey 2025-26). 

In India, 1st July 2017, Government of India introduced Goods and Services Tax 

System (GST) due to Market Reach Restricted by State VATs and for True One-

Nation-One-Tax Market.Since the rollout of all the sales and services taxes (Sales 

Tax, VAT and other Services Taxes existed with different rates at different states) 

replaced by the Goods and Services Tax (GST). 

 The MSME sector has undergone a massive formalization. As of 2026, 

significant Second-Generation Reforms in GST—often referred to as GST 2.0—

have shifted the landscape from initial teething troubles and to focusing on 

operational flexibility and liquidity.            

Due to the Introduction of GST Reforms in September 2025, as a result of GST 

Reforms, itwas created investment friendly environment at theLocal and Global 

level and it leads to boost the FDI into India, especially in MSME sector. Indian 

Foreign Direct Investment (FDI) Inflows registers new record level last ten years. 

http://www.uijmr.in/


 

United International Journal Of Multidisciplinary Research (UIJMR) 
An International Peer-Reviewed and Refereed Multidisciplinary Journal 

ISSN:3048-6726 | Impact Factor:6.934 (SJIF) 
Volume 3, Special Issue -V, 2026;Website:www.uijmr.in 

        124     Two Days National Seminaron“GST Reforms and Impact on MSMEs and 

Entrepreneurship”06th & 07th April 2026,Government Degree CollegeVikarabad 

FDI Inflows, which plays pivotal role in any country’s economic development and 

India's Industrial Development also and especially in the development of MSME 

SectorThe most significant prospect is the shift toward a simplified two-slab 

structure (5% and 18%), largely removing the messy 12% and 28% categories.  As 

of 2026, significant Second-Generation Reforms in GST—often referred to as GST 

2.0—have shifted the landscape from initial teething troubles and to focus on 

operational ease and liquidity. According Economic Survey 2025-26, MSMEs  

contributing approximately 31.1% to the GDP, 35.4% of country’s total 

manufacturing output, 30.1% of GVA and 48.58% of India’s total Exports and it is 

the second largest employer after Agriculture Sector with 32.82 crores (328 million) 

workers across the country more than 7.47 crore enterprises. 

Definitions of Micro, Small & Medium Enterprises: In accordance with the 

provision of Micro, Small & Medium Enterprises Development (MSMED) Act, 

2006 the Micro, Small and Medium Enterprises (MSME) are classified in two 

Classes: They are; 

1.Manufacturing Enterprises: The enterprises engaged in the manufacture 

or production of goods pertaining to any industry specified in the first schedule to 

the industries (Development and regulation) Act, 1951) or employing plant and 

machinery in the process of value addition to the final product having a distinct 

name or character or use. The Manufacturing Enterprise are defined in terms of 

investment in Plant & Machinery. 

 2. Service Enterprises: The enterprises engaged in providing or rendering 

of services and are defined in terms of investment in equipment. The limit for 

investment in plant and machinery / equipment for manufacturing / service 

enterprises, as notified, vide S.O. 1642(E) dtd.29-09-2006 are as under Micro, 

Small and Medium Enterprises Development Act, 2006.  

The Micro, Small and Medium Enterprises Development (MSMED) Act, 

2006 seeks to facilitate the development of these enterprises as also enhance their 

competitiveness. It provides the first-ever legal framework for recognition of the 

concept of “enterprise” which comprises both manufacturing and service entities. It 

defines medium enterprises for the first time and seeks to integrate the three tiers of 

these enterprises, namely, micro, small and medium. The Act also provides for a 

statutory consultative mechanism at the national level with balanced representation 

of all sections of stakeholders, particularly the three classes of enterprises; and with 

a wide range of advisory functions. Establishment of specific funds for the 

promotion, development and enhancing competitiveness of these enterprises, 

notification of schemes/ programmes for this purpose, progressive credit policies 

and practices, preference in Government procurement to products and services of 

http://www.uijmr.in/


 

United International Journal Of Multidisciplinary Research (UIJMR) 
An International Peer-Reviewed and Refereed Multidisciplinary Journal 

ISSN:3048-6726 | Impact Factor:6.934 (SJIF) 
Volume 3, Special Issue -V, 2026;Website:www.uijmr.in 

        125     Two Days National Seminaron“GST Reforms and Impact on MSMEs and 

Entrepreneurship”06th & 07th April 2026,Government Degree CollegeVikarabad 

the micro and small enterprises, more effective mechanisms for mitigating the 

problems of delayed payments to micro and small enterprises and assurance of a 

scheme for easing the closure of business by these enterprises are some of the other 

features of the Act.In India, the Micro, Small, and Medium Enterprises (MSME) 

sector is the backbone of the Indian economy and second largest employment 

provider with 328 million people after agriculture sector and it contributing 

approximately 31.1% to the GDP.  

Goods and Services Tax Reforms 2025 (GST 2.0): 

In a landmark shift, India transitioned to GST 2.0 on September 22, 2025. 

This reform represents the most significant overhaul since the original 2017 rollout, 

primarily aimed at simplifying the tax structure from a complex four-slab system to 

a more streamlined model.   

The New GST Structure (GST 2.0): 

The previous 12% and 28% slabs have been largely abolished, consolidating most 

goods into two primary tiers. GST 2.0 consist of two tiers and ‘Sin Tax’ for Demerit 

goods and Zero Tax for Essential goods. Following the Features of New GST 

Policy, they are; 

1. Merit Rate (5%): Applies to essential goods and services, including daily 

food staples, life-saving drugs, and agricultural machinery.   

2. Standard Rate (18%): The default rate for the majority of manufactured 

goods and services.   

3. Demerit Rate (40%): A high-tax tier reserved for "sin" and luxury goods, 

such as tobacco, aerated drinks, and high-end luxury vehicles.   

4. Zero Tax or Exempt (0%): Key essentials like fresh produce, health and life 

insurance premiums, and basic education supplies. 

Table-1 :A Comparison of GST 1.0 and GST 2.0 

Feature GST 1.0 GST 2.0 

Effective from 2017 – mid-2025 Effective from Sept 22, 2025 

Tax Slabs Complex: 

0%, 5%, 12%, 18%, 28% 

Simplified: 

0%, 5%, 18%, and 40% (Sin 

Tax) 

Rate Structure Many MSME goods were in 

the 12% and 28% bracket 

99% of 12% items moved to 

5%; 90% of 28% items 

moved to 18%. 

Invoicing Manual/Digital mix; e-

invoicing for high-turnover 

firm 

Universal E-invoicing: 

Threshold lowered to ₹2 Cr 

turnover. 

ITC Matching Soft warnings; frequent Hard Validations: Automated 
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reconciliation mismatches Invoice Management System 

(IMS). 

Refunds Manual verification; often 

delayed. 

Fast-track/Automated: Real-

time processing for small 

firms. 

Reporting Quarterly/Monthly (varied by 

turnover). 

Standardized Monthly; shift 

to pre-filled returns. 

Source: Economic Survey, 2025-26, GOI 

Since introduction of the Goods and Services Tax (GST) in 2017, the sector has 

undergone a massive change. As of 2026, Second-generation reforms in GST—

often referred to as GST 2.0—have shifted the complete picture from initial teething 

troubles and to focusing on operational flexibility and liquidity. There are some 

hurdles and challenges in the implementation of GST Reforms (GST 2.0) for 

MSMEs. Despite major reforms in GST (GST 2.0) in late 2025, several structural 

and administrative challenges persist for MSMEs.  

Key Impacts of GST Reforms (GST 2.0) on MSME sector in India are: 

1. Resolution of the Inverted Duty Structure:  In GST 1.0, many MSME 

manufacturers faced a situation where taxes on raw materials (e.g., 18%) were 

higher than on finished goods (e.g., 12%). This led to blocked Input Tax Credit 

(ITC) and cash flow issues.GST 2.0 Solution: By collapsing the 12% and 18% slabs 

into a more uniform structure, the "inverted duty" anomaly has been largely 

corrected, freeing up working capital for small manufacturers. 

2. Digital-First Compliance (The "Double-Edged Sword"): GST 2.0 introduces a 

stricter, technology-backed environment.The Benefit: Pre-filled returns and 

automated reconciliation reduce the dependence on expensive tax consultants. The 

mandate for e-invoicing for businesses with turnovers as low as ₹2 Crore forces 

micro-units to invest in digital accounting tools. Failure to sync in real-time now 

results in "hard validations," meaning ITC could be blocked instantly if the supplier 

fails to upload invoices. 

3. Stimulating Demand through Rate Cuts: High-impact sectors for MSMEs saw 

significant reductions. 

i. Agriculture: Tractors and farm machinery moved from 12% to 5%. 

ii. Electronics/Auto Ancillaries: Items like monitors, small cars, and spare 

parts moved from 28% to 18%. 

iii. Textiles: Man-made fibres reduced from 12% to 5%, increasing global 

competitiveness for small exporters. 

4. The New Invoice Management System (IMS): Unlike the 1.0 era where ITC was 

often claimed based on self-declaration (and later audited), GST 2.0 requires the 
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buyer to Accept, Reject, or Keep Pending every invoice in the portal before 

claiming credit. This ensures transparency but increases the daily administrative 

task for small business owners. 

While GST 1.0 focused on bringing MSMEs into the formal "tax net," GST 

2.0 focuses on their efficiency. The reform trades a bit of administrative ease for 

much better cash flow and lower tax rates, though it demands a higher level of 

digital literacy from the micro and small entrepreneur. 

Major Problems for MSMEwith GST 2.0. They are; 

1. Shortage of Working Capital: The "Input Tax Credit (ITC) Block" remains 

a major hurdle. MSMEs can only claim ITC when their suppliers upload 

invoices and pay taxes. If a supplier defaults or delays, the MSME’s cash 

flow is frozen. 

 

2. Complex Compliances: Even with a simplified structure, small businesses 

must file multiple returns (GSTR-1, GSTR-3B). For micro-enterprises with 

limited staff, the cost of hiring tax professionals often outweighs the tax 

benefits.   

 

3. Frequent Changes ofGovernment Policies: Regular updates in rates and 

filing rules require constant monitoring. Any "genuine error" in filing can 

trigger automated notices and heavy penalties, which MSMEs find difficult 

to contest legally.   

 

4. Technological Problems: Digital Divide is a major challenge for rural 

MSMEs.While the system is paperless, many rural MSMEs still struggle 

with "technological readiness." High-speed internet and GST-compliant 

software remain an additional overhead for tiny units. 

The recent overhaul in September 2025 and the Budget 2026 provisions 

have introduced a more "growth-oriented" framework.  These Second-Generation 

Reforms in Goods and Services Tax (GST 2.0) also brought some prospects for 

MSME Sector.  

Major Prospects for MSME Sector with GST 2.0. They are ; 

I. Rate Rationalization Reforms: 

1.  Two-Slab System: The most significant prospect is the shift toward a 

simplified two-slab structure (5% and 18%), largely removing the 

messy 12% and 28% categories.   
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2. Lower Output Costs: Essential inputs like cement, handicrafts, and farm 

machinery saw rate cuts from 12% to 5%, directly improving the 

competitiveness of small manufacturers.   

3. Rise inDemand: Rate cuts on electronics and household goods from 

28% to 18% have spurred consumer spending, benefiting MSMEs in 

the retail and white-goods supply chains. 

II. Liquidity & Refund Reforms: 

1. Fast-Track Refunds: Budget 2026 prioritized provisional refunds for 

exporters and units with "inverted duty structures" (where tax on inputs 

is higher than tax on final products).  

2. TReDS Integration: The linkage of the GST portal with the Trade 

Receivables Discounting System (TReDS) allows MSMEs to get 

immediate payments for their invoices, solving the "delayed payment" 

crisis from larger corporates.   

III.  Formalization and Market Access: 

 1. Unified National Market: GST has eliminated "check-posts" and entry 

taxes, allowing a small entrepreneur in Hyderabad to sell to Himachal Pradesh 

as easily as to a neighbor.  

2.  Credit Linkages: A GST-registered MSME now has a "digital footprint." 

Banks use GST return data as a proxy for creditworthiness, making it easier to 

secure collateral-free loans. 

The ultimate prospect of GST 2.0 is to make Indian MSMEs globally 

competitive. By removing the "tax on tax" (cascading effect) and speeding up GST 

refunds for exporters, small-scale manufacturers can now price their products 

aggressively in international markets. 

Conclusion: 

In India, the Micro, Small, and Medium Enterprises (MSME) sector is the 

backbone of the Indian economy and second largest employment provider with 328 

million people after agriculture sector and it contributing approximately 31.1% to 

the GDP. Since introduction of the Goods and Services Tax (GST) in 2017, the 

sector has undergone a massive change. As of 2026, Second-generation reforms in 

GST—often referred to as GST 2.0—have shifted the complete picture from initial 

teething troubles and to focusing on operational flexibility and liquidity. The 

ultimate prospect of GST 2.0 is to make Indian MSMEs globally competitive. By 

removing the "tax on tax" (cascading effect) and speeding up GST refunds for 

exporters, small-scale manufacturers can now price their products aggressively in 

international markets.The shift toward e-Invoicing for all businesses (above a 

certain low threshold) has further leveled the playing field, ensuring that 
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"transparency" is no longer a burden but a ticket to cheaper credit and larger 

markets. 
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Abstract: 

India’s GST journey has been characterized by ambitious goals, complex 

implementation, and continuous adaptation. The reform’s scope extends across all 

sectors of the economy, affecting businesses of all sizes, consumers, and 

government revenue systems. The GST Council, a federal body comprising central 

and state representatives, has played a pivotal role in steering the reform process, 

introducing amendments, and responding to stakeholder feedback. This paper 

synthesizes data to provide a comprehensive analysis of the evolution of GST 

reforms in India from 2017 to the present, focusing on their timeline, key features, 

and impact on the effectiveness of the GST system. 

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

represents one of the most comprehensive indirect tax reforms in the country’s 

economic history. By including multiple central and state taxes into a unified tax 

system, GST aimed to eliminate cascading effects, enhance compliance, and create 

a seamless national market. This paper examines the evolution of GST reforms, 

their impact on economic development, and their contribution to India’s long-term 

vision of “Viksit Bharat” (Developed India).  

In recent years, the concept of “Viksit Bharat” has gained prominence as a national 

development vision aimed at transforming India into a developed economy by 2047. 

This vision emphasizes economic growth, social inclusion, technological 

advancement, and global competitiveness. GST, as a structural reform, plays a 

pivotal role in achieving these objectives by fostering transparency, enhancing 

efficiency, and promoting formalization.The introduction of the Goods and Services 

Tax (GST) marked a paradigm shift in India’s fiscal architecture. GST is a 

destination-based tax levied on the supply of goods and services, designed to unify 

the domestic market and streamline tax administration. It represents a significant 

step toward cooperative federalism, as both central and state governments share the 

power to levy and collect taxes under this system. 

Moreover, the implementation of GST has not been without challenges. Issues 

related to compliance complexity, rate structure, technological infrastructure, and 

revenue distribution have raised concerns among stakeholders. This necessitates a 
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comprehensive analysis of GST reforms, their developmental implications, and their 

alignment with the vision of Viksit Bharat. 

 

 

Key words: GST Reforms, Viksit Bharat, Economic Growth, Revenue Collection, 

Economic Transformation 

 

 

Introduction: 

The introduction of the Goods and Services Tax (GST) in India in July 

2017 marked a watershed moment in the country’s fiscal and economic landscape. 

By including a multitude of central and state indirect taxes into a unified tax regime, 

GST aimed to simplify compliance, foster a common national market, and catalyze 

economic growth. As India aspires toward the Viksit Bharat vision encompassing 

inclusive growth, regional development, and economic modernization, the evolution 

and ongoing reforms of GST have become central to policy discourse.  

GST’s implementation was expected to address longstanding inefficiencies 

in India’s indirect tax system, reduce cascading taxes, and promote formalization of 

the economy. Over the years, GST has undergone several reforms, including the 

forthcoming GST 2.0, aimed at further rationalizing rates and enhancing the 

competitiveness of critical sectors. The effectiveness of these reforms is measured 

not only by macroeconomic indicators such as GDP growth and tax revenue but 

also by their impact on the business environment, employment trends, and 

alignment with national development goals. This report provides a comprehensive 

synthesis of empirical findings and policy analyses to elucidate the multifaceted 

impact of GST on India’s economic trajectory. 

The Goods and Services Tax has profoundly shaped medium enterprises 

and Indian businesses by unifying indirect taxation, yielding consistent long-term 

gains in competitiveness and efficiency while imposing short-term compliance 

challenges that disproportionately affect smaller operations within this spectrum. 

Synthesizing evidence shows reduced cascading effects enhancing supply chain 

integration for manufacturing medium enterprises, with directional positives in 

growth patterns from 2017-2023, though without precise metrics like effect sizes, 

the net impact remains moderately confident which is stronger for formalized 

sectors but tentative for informal retail due to adaptation gaps. These patterns, 

drawn from MSME-focused studies that closely align with medium enterprise 

dynamics, underscore GST's role in formalizing the economy, yet regional surveys 
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highlight persistent burdens in working capital without a clear safe threshold, 

implying broad policy needs for digital support. 

Review of Literature: 

GST fostered a nationwide single market, boosting competitiveness and growth for 

medium enterprises through opportunities in business expansion and reduced 

inventory costs. Larger organized sectors, such as automobiles and IT, showed 

positive growth patterns from 2017-2023, with secondary data indicating enhanced 

market integration and productivity (Ainapur&Ainapur, 2025), (Mathur&Bairathi, 

2023).  

For MSMEs, long-term benefits included better access to formal credit and 

formalization, promoting economic integration, though initial phases saw varied 

outcomes based on sector (Dr.J.Rama et al., 2025), (Suryanarayana, 2024).  

Profitability and efficiency outcomes varied by sector, with manufacturing 

and services benefiting from input tax credits and unified markets, while retail and 

small-scale industries encountered persistent challenges. In FMCG and 

automobiles, GST enhanced competitiveness and growth without specified metrics, 

contrasting with small-scale enterprises facing initial profitability setbacks due to 

compliance costs (Ainapur&Ainapur, 2025), (Agrawal, 2019).  

Studies emphasize the role of digital readiness and policy support in 

mitigating GST challenges for medium enterprises, with recommendations for 

simplified rates and infrastructure upgrades. Frequent policy changes and technical 

glitches in GST filing posed hurdles, but council interventions like rate 

rationalizations improved compliance over time (Gyan& Kothari, 2019), 

(Nagarkar&Chakravorty, 2018).  

Objectives: 

The primary objectives of this study are: 

1. To examine the evolution and reforms of GST in India 

2. To analyze the impact of GST on economic development 

3. To evaluate GST’s contribution to the vision of Viksit Bharat 

4. To identify challenges in GST implementation 

5. To suggest policy measures for improving GST effectiveness 

Methodology: 

This study adopts a descriptive and analytical research design to examine 

the impact of Goods and Services Tax (GST) reforms on India’s economic 

transformation and its contribution toward the vision of Viksit Bharat. The research 

is primarily exploratory in nature, as it seeks to understand structural changes in 

taxation, economic efficiency, and fiscal performance after the implementation of 

GST. The design integrates quantitative trend analysis with qualitative policy 
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evaluation to provide a comprehensive understanding of GST outcomes.  This study 

uses secondary data sources such as government reports, research studies, and 

institutional publications, the study evaluates GST’s performance across sectors, 

identifies implementation challenges, and proposes policy recommendations. The 

findings indicate that while GST has significantly improved tax compliance, 

digitalization, and formalization of the economy, structural complexities and 

administrative challenges persist. Continuous reforms, simplification, and 

institutional strengthening are essential for maximizing GST’s contribution to 

inclusive and sustainable economic growth.  

 
Fig 1: Conceptual Framework of GST Reforms leading to Viksit Bharat 

Findings and Discussion: 

GST Reform Trajectory: 

The GST reform process has been iterative, with each phase addressing emerging 

challenges: 

 Initial Phase (2017–2018): Marked by significant transitional challenges, 

including confusion over compliance, pricing, and supply chain 

adjustments. Businesses, especially MSMEs, faced operational disruptions 

and increased compliance costs. 

 Stabilization and Digitalization (2019–2022): Introduction of simplified 

returns, QRMP scheme, and e-invoicing aimed to ease compliance burdens 

and improve transparency. These reforms particularly benefited small 

taxpayers and enhanced administrative efficiency  

 Pandemic Response (2020–2021): The government introduced compliance 

relief measures, such as deadline extensions, to support businesses during 

COVID-19 disruptions  

 Ongoing Reforms (2022–2024): Continued focus on rate rationalization, 

technological upgrades, and discussions on expanding the GST base (e.g., 

inclusion of petroleum products)  
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Key Features of the Goods and Service Tax:  

 Unified Tax Structure and Dual Model: The consolidation of multiple 

taxes into a single GST framework simplified compliance and reduced the 

cascading effect of taxes. The dual model (CGST and SGST) ensured 

revenue sharing but also introduced complexities in administration and 

compensation mechanisms  

 Multiple Tax Rates: While the multi-rate structure addressed sectoral 

diversity, it also led to classification disputes and compliance challenges, 

particularly for businesses dealing with multiple product categories  

 Input Tax Credit (ITC): The ITC mechanism reduced production costs 

and improved supply chain efficiency. However, delays in refund 

processing and working capital constraints, especially for exporters and 

MSMEs, remain significant issues 

 Technology Integration: The rollout of the GST Network (GSTN), e-

invoicing, and QRMP scheme improved transparency and compliance but 

was hampered by technical glitches and the need for robust IT infrastructure  

 Anti-profiteering and Consumer Impact: Anti-profiteering measures 

aimed to ensure that tax reductions were passed on to consumers. The 

impact on consumer spending was mixed, with initial caution giving way to 

shifts toward organized and compliant businesses as the system stabilized  

 Large Enterprises and Organized Sectors: Sectors such as IT and 

automobile experienced positive growth and profitability due to improved 

competitiveness and supply chain efficiencies  

 MSMEs and Traditional Sectors: These sectors faced higher compliance 

costs, adaptation challenges, and working capital constraints. However, 

those that invested in technology and strategic adaptation gradually 

benefited from the new regime  

 Consumers: Initial uncertainty led to cautious spending, but over time, 

consumers shifted preferences toward organized businesses, benefiting 

from reduced cascading taxes and improved logistics  

 States and Fiscal Federalism: The GST Council was designed to foster 

cooperative federalism, but issues with revenue neutrality and 

compensation have led to tensions, with some states reporting no 

improvement in their fiscal position  

Impact of GST on the Indian Economy:  

The Goods and Services Tax (GST) has had a transformative impact on India’s 

economic and fiscal landscape since its implementation in 2017. Its influence can be 
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observed across multiple dimensions, including tax compliance, revenue 

mobilization, economic growth, administrative efficiency, sectoral performance, 

and federal fiscal relations. The following sections provide a detailed analysis 

supported by empirical trends and data. 

Increased Tax Compliance and Expansion of Tax Base 

One of the most significant achievements of GST has been the expansion of 

the tax base and improved compliance. Prior to GST, India’s indirect tax system 

was fragmented, and a large number of businesses operated outside the formal tax 

framework. The introduction of GST, supported by digital infrastructure and 

mandatory registration thresholds, brought many enterprises into the formal 

economy. The number of GST-registered taxpayers increased substantially from 

approximately 65 lakh in 2017 to over 1.45 crore by 2024. This growth reflects the 

success of GST in promoting formalization, enhancing transparency, and improving 

tax compliance. 

The increase in registrations is also attributed to the input tax credit (ITC) 

mechanism, which incentivizes businesses to register and report transactions 

accurately to claim tax credits. Additionally, the integration of GST with digital 

platforms has enabled better monitoring and enforcement, reducing tax evasion. 

Table 1: Growth in GST Taxpayers 

Year Registered Taxpayers 

2017 65 lakh 

2019 1.20 crore 

2022 1.38 crore 

2024 1.45+ crore 

 

(Source:1.Government of India. (2024). GST statistics and taxpayer base 

data.Ministry of Finance, Department of Revenue. 

2.Central Board of Indirect Taxes and Customs (CBIC). (2023). GST 

annual report 2022–23.) 

The steady increase in GST-registered taxpayers from 65 lakh in 2017 to 

over 1.45 crore in 2024 reflects a significant expansion of India’s formal economic 

base. This growth demonstrates how GST reforms have successfully brought 

previously unregistered businesses into the tax net, improving transparency and 

accountability. A broader tax base enhances government revenue without increasing 

tax rates, enabling greater public investment in infrastructure, health, and education. 

This formalization is a critical pillar of Viksit Bharat, as it promotes inclusive 
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growth, reduces informality, and strengthens the institutional framework of the 

economy. 

Growth in GST Revenue Collection: 

Table 2: GST Revenue Trends 

Year Average Monthly Collection (in 

Rs. Lakh crores) 

2017–18  0.90                                       

2019–20   1.02                                       

2021–22  1.19                                       

2023–24  1.60+        

2024–25  1.80–2.00                                  

 

(Source:  

1.Government of India. (2024). Union Budget 2024–25. Ministry of Finance. 

2.Reserve Bank of India. (2023). Handbook of Statistics on Indian Economy.3.Press 

Information Bureau (PIB). (2025). GST revenue collection press releases.) 

GST has significantly enhanced India’s revenue collection capacity. The 

unified tax system, combined with improved compliance and digital monitoring, has 

resulted in a steady increase in tax revenues. GST collections have grown from 

around Rs.0.9 lakh crore in 2017–18 to Rs.1.19 lakh crore in 2021–22, and further 

to over Rs.1.6 lakh crore by FY 2023–24 on a monthly average basis. Annual 

collections have crossed Rs.20 lakh crore in recent years, reflecting strong fiscal 

performance.This upward trend highlights the efficiency of GST reforms in 

mobilizing resources for the government. Higher and stable revenue enables 

increased public expenditure on infrastructure, digitalization, and welfare schemes, 

which are essential components of Viksit Bharat. The ability to generate revenue 

without excessive taxation reflects a mature and efficient fiscal system, supporting 

sustainable economic development. 

Contribution to GDP Growth 

GST has contributed positively to India’s economic growth by improving 

efficiency and reducing transaction costs. Various studies estimate that GST has 

contributed between 1% and 3% to GDP growth by eliminating cascading taxes, 

improving logistics efficiency, and promoting ease of doing business.The removal 

of interstate barriers has facilitated seamless movement of goods, reducing logistics 

costs and transit time. This has enhanced productivity and competitiveness, 

particularly in manufacturing and trade sectors. Additionally, GST has encouraged 

investment by providing a stable and transparent tax environment. 
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Table 3: GST and GDP Growth Impact 

Factor 

 

Impact on Economy 

Removal of cascading 

taxes 

Lower production costs 

Unified market Increased trade efficiency 

Ease of doing business Higher investment 

 

Logistics improvement Reduced supply chain costs 

 

(Source:1.National Council of Applied Economic Research (NCAER). 

(2019). Impact of GST on Indian economy.2.Organisation for Economic 

Co-operation and Development (OECD). (2021). Consumption tax 

trends.3.Government of India. (2023). Economic Survey 2022–23.) 

The table illustrates how GST contributes to GDP growth by improving 

economic efficiency through the removal of cascading taxes and the creation of a 

unified national market. Reduced production and logistics costs enhance 

competitiveness and encourage investment, both domestic and foreign. These 

improvements lead to higher productivity and output, contributing to sustained 

economic growth. As Viksit Bharat envisions a globally competitive and high-

growth economy, GST plays a foundational role by creating a business-friendly 

environment that supports industrial expansion and trade integration. 

Improvement in Administrative Efficiency 

GST has significantly improved administrative efficiency through the 

adoption of technology-driven systems. The introduction of e-invoicing, e-way 

bills, and online return filing has enhanced transparency, reduced manual 

intervention, and minimized errors. These digital mechanisms enable real-time 

tracking of transactions, reducing opportunities for tax evasion and improving 

compliance monitoring. 

Table 4: Administrative Improvements under GST 

Feature Pre-GST Post- GST 

Filing System Manual Fully digital 

Transparency Limited  High 

Error detection Low Automated 

Monitoring Weak Real-time 

(Source: 1. Central Board of Indirect Taxes and Customs (CBIC). (2023).  

2.GST annual report.  
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Goods and Services Tax Network (GSTN). (2023). 

3.GST system performance reports. World Bank. (2020). Doing Business 

Report (India).) 

The transition from a manual to a fully digital tax administration system 

under GSTrepresents a major institutional reform. Enhanced transparency, real-time 

monitoring, and automated error detection reduce corruption and improve 

governance efficiency. These improvements strengthen public trust in the tax 

system and ensure better compliance. Efficient administration is a key requirement 

for Viksit Bharat, as it supports good governance, reduces leakages, and enhances 

the state’s capacity to deliver public services effectively. GST’s digital framework 

aligns with India’s broader vision of a technology-driven economy. 

Sectoral Variations in GST Impact: 

The impact of GST has not been uniform across sectors. Organized sectors 

such as information technology, automobiles, and large manufacturing industries 

have benefited significantly due to improved input tax credit availability, reduced 

logistics costs, and better market access. These sectors have experienced increased 

efficiency and competitiveness. 

In contrast, MSMEs and traditional sectors have faced challenges in 

adapting to GST requirements. Compliance burdens, digital literacy gaps, and 

working capital constraints have affected their operations. Over time, however, 

many MSMEs have integrated into the formal economy, benefiting from improved 

access to credit and markets. 

Table 5: Sector-wise Impact of GST 

Sector Impact 

IT & Services    Positive (expanded tax 

base) 

Automobiles      Reduced logistics cost       

Manufacturing   Improved efficiency          

MSMEs            Compliance challenges         

Informal sector  Gradual formalization         

(Source:1.Ministry of Finance. (2023). Economic Survey 2022–23. 

2.NITIAayog. (2022). Sectoral impact of GST reforms. 

3.Confederation of Indian Industry (CII). (2021). GST and industry 

performance report.) 

The sector-wise analysis shows that GST has created significant efficiency 

gains in organized sectors such as manufacturing, automobiles, and services, while 

gradually integrating MSMEs into the formal economy. Although smaller 
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enterprises initially faced compliance challenges, GST has improved their access to 

credit and markets over time. This structural transformation supports inclusive and 

balanced growth, which is central to Viksit Bharat. By enhancing productivity in 

key sectors and promoting formalization, GST contributes to a more resilient and 

diversified economic structure. 

Federal Fiscal Challenges 

GST has introduced a new framework of fiscal federalism, requiring 

coordination between the central and state governments. While the GST Council 

provides a platform for cooperative decision-making, issues related to revenue 

sharing, compensation, and fiscal autonomy have emerged. 

Some states have expressed concerns regarding revenue neutrality and 

delays in compensation payments, particularly after the end of the compensation 

period in 2022. Certain states have reported limited improvement in their revenue 

position, leading to tensions between the Centre and states. These challenges 

highlight the need for a balanced and transparent fiscal framework to ensure 

equitable distribution of resources. 

Table 6: Federal Challenges under GST 

Issue                        Impact                    

Revenue sharing disputes     Centre-State tensions     

Compensation delays          Fiscal stress for states  

Revenue neutrality concerns  Uneven state 

performance  

(Source: 1.Reserve Bank of India. (2022). Report on State Finances.  

2.Finance Commission of India. (2021). Report on fiscal federalism.  

3.Government of India. (2023). GST Council meeting reports) 

The table highlights the fiscal challenges faced by states in the GST regime, 

including revenue-sharing disputes and compensation issues. Addressing these 

challenges is crucial for maintaining cooperative federalism, which is a cornerstone 

of India’s governance system. Effective Centre-State coordination ensures equitable 

resource distribution and balanced regional development. For Viksit Bharat, strong 

fiscal federalism is essential to ensure that all states progress uniformly. GST 

reforms, when supported by transparent and fair mechanisms, can strengthen 

intergovernmental relations and promote nationwide economic development. 

While GST promotes cooperative federalism, it also requires continuous 

dialogue and policy adjustments to address state-level concerns.The impact of GST 

on the Indian economy has been largely positive, with significant improvements in 

tax compliance, revenue generation, administrative efficiency, and economic 

growth. The expansion of the tax base and the consistent rise in collections indicate 
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the success of GST as a modern tax reform. However, challenges related to sectoral 

disparities and federal fiscal dynamics remain. 

In conclusion, GST has strengthened India’s fiscal system and contributed to 

economic development, but its long-term success depends on continuous reforms, 

simplification, and effective coordination between stakeholders. 

 
Fig 1: Conceptual Framework of GST Reforms leading to Viksit Bharat 

Challenges of GST in India to achieve the goal of Viksit Bharat: 

1) High Compliance Burden on MSMEs 

Another critical challenge lies in the high compliance burden imposed on 

businesses, especially MSMEs. GST requires taxpayers to file multiple returns, 

maintain detailed digital records, and reconcile invoices regularly. For small 

businesses with limited financial and human resources, these requirements can be 

devastating. Many MSMEs lack the technological infrastructure and skilled 

personnel needed to comply with digital tax systems, forcing them to rely on 

external consultants, thereby increasing operational costs.  

2) Input Tax Credit (ITC) Related Issues 

The Input Tax Credit mechanism is a fundamental feature of GST, designed to 

eliminate the cascading effect of taxes. However, in practice, it has created several 

challenges. Taxpayers can claim ITC only when their suppliers have correctly filed 

returns and paid taxes, leading to dependency on third-party compliance. Any 

mismatch in invoices between buyer and supplier can result in denial of credit, 

causing financial strain.. 

3)Inverted Duty Structure 

The inverted duty structure is another structural issue within the GST framework, 

where the tax rate on inputs is higher than that on final outputs. This situation leads 

to the accumulation of input tax credits and forces businesses to seek refunds from 

the government. While refunds are theoretically available, delays in processing 

them create liquidity problems for businesses. This issue is particularly prevalent in 
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sectors such as textiles and electronics, where input costs are significantly taxed. 

The inverted duty structure not only affects cash flow but also discourages domestic 

manufacturing, thereby impacting economic growth. 

4)Federal Challenges and State Revenue Concerns 

GST is based on a cooperative federal structure, requiring coordination between the 

central and state governments. However, this arrangement has led to challenges 

related to revenue sharing and fiscal autonomy. States initially depended on 

compensation from the central government to offset revenue losses due to GST 

implementation. With the end of the compensation period, concerns have emerged 

regarding revenue stability, particularly for less industrialized states. Disputes 

between the Centre and states over tax rates and policy decisions can hinder the 

smooth functioning of the GST system and affect overall fiscal federalism. 

5)E-Way Bill and Logistics Issues 

The e-way bill system, introduced to track the movement of goods, has improved 

transparency but also presents certain operational challenges. Technical glitches, 

delays in generation, and errors in documentation can lead to the detention of goods 

during transit. Such disruptions increase logistics costs and affect supply chain 

efficiency. For businesses that rely on timely delivery, these issues can have 

significant economic implications. 

6) Litigation and Legal Challenges 

The GST framework has given rise to numerous legal disputes due to ambiguities in 

rules and interpretations. The lack of uniformity in implementation across states 

further complicates the legal landscape. Delays in resolving disputes and the 

absence of a fully functional appellate mechanism have increased the burden on 

businesses. Prolonged litigation not only raises compliance costs but also creates 

uncertainty in tax liability. 

Suggestions and Policy Recommendations: 

1)Strengthening Digital Infrastructure 

Improving the technological infrastructure of the GSTN is crucial for ensuring 

smooth and efficient tax administration. This includes upgrading server capacity, 

enhancing system reliability, and incorporating advanced technologies such as 

artificial intelligence and data analytics. A robust digital system will reduce 

technical errors, improve user experience, and increase taxpayer confidence. 

Continuous monitoring and timely upgrades are necessary to keep pace with 

growing transaction volumes. 

2) MSME-Friendly Reforms 

Given the significant role of MSMEs in the Indian economy, it is important to 

design GST policies that are tailored to their needs. Simplifying return filing 
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procedures, allowing quarterly filings for small taxpayers, and providing user-

friendly compliance tools can reduce the burden on MSMEs. Additionally, 

government-led training and awareness programs can help small businesses 

understand GST requirements and improve compliance. 

3) Streamlining Input Tax Credit Mechanism 

The efficiency of the ITC system can be enhanced by simplifying rules and ensuring 

timely processing of refunds. Introducing real-time invoice matching and reducing 

dependency on supplier compliance can address many of the current challenges. 

Faster refunds will improve liquidity for businesses and reduce working capital 

constraints, thereby supporting economic growth. 

4) Rationalizing Inverted Duty Structure 

To resolve issues related to the inverted duty structure, the government should 

rationalize tax rates across the value chain. Aligning input and output tax rates will 

reduce the need for refunds and improve cash flow for businesses. This reform is 

particularly important for sectors such as manufacturing, where cost efficiency is 

critical for competitiveness. 

5) Strengthening Federal Cooperation 

Improving coordination between the central and state governments is vital for the 

success of GST. Transparent revenue-sharing mechanisms and regular consultations 

through the GST Council can address concerns related to fiscal autonomy and 

revenue distribution. Strengthening cooperative federalism will ensure smoother 

implementation of GST policies. 

6) Integration with Digital Economy 

Integrating GST with other digital systems, such as income tax databases and digital 

payment platforms, can improve transparency and efficiency. This integration will 

enable better tracking of transactions, reduce tax evasion, and strengthen the overall 

tax ecosystem. It also aligns with the broader goal of promoting a digital economy. 

7) Strengthening State-Level Tax Administration 

Finally, improving the capacity of state tax administrations is essential for effective 

GST implementation. Providing training, resources, and technological support to 

state authorities will enhance their ability to monitor compliance and enforce 

regulations. Encouraging best practices and inter-state collaboration can further 

strengthen the system. 

Conclusion:  

Since its implementation in July 2017, GST reforms in India have evolved 

through a phased approach involving the introduction of a unified tax structure, 

periodic rate rationalizations, digital compliance enhancements (such as e-invoicing 

and the QRMP scheme), and targeted relief measures during the COVID-19 
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pandemic. The timeline of reforms includes key milestones such as the launch of 

GST, subsequent amendments to address compliance and sectoral challenges, and 

ongoing discussions on expanding the GST base. Major features of these reforms 

include the dual GST model, input tax credit. 

Uncertainties linger in quantifying profitability trajectories for medium-

sized entities, the key unresolved question demanding longitudinal empirical work 

to refine these insights. Ultimately, GST's significance lies in its potential to drive 

equitable economic growth, informing policies that empower medium enterprises as 

engines of employment and innovation; acting on these findings could accelerate 

business resilience, motivating sustained reforms to realize a truly integrated 

market.The challenges faced by GST are not uncommon for a large-scale reform in 

a diverse economy like India. However, with targeted policy interventions, 

technological advancements, and cooperative governance, these challenges can be 

effectively addressed. Strengthening GST will not only improve tax efficiency but 

also contribute significantly to India’s goal of becoming a developed economy 

under the vision of Viksit Bharat. 
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Abstract 

The introduction of the Goods and Services Tax (GST) in India in July 2017 

marked one of the most consequential fiscal reforms in the post-liberalisation era. 

Among its structural innovations, the proposed rationalisation toward a two-slab 

GST framework has attracted considerable debate regarding its distributive impact 

on rural micro, small, and medium enterprises (MSMEs) and artisan communities. 

This paper assesses the sectoral, spatial, and socioeconomic consequences of GST 

reforms on rural livelihoods, with specific attention to the transition from the multi-

rate regime toward a simplified two-rate structure. By relying on the evidence 

provided by the Ministry of MSME, the GST Council, the National Sample Survey 

Office (NSSO), and the literature on the field, the analysis shows that even though 

rate rationalisation resulted in the reduction of the tax burden on some of the 

industries taking the shape of artisans, especially those that used to be taxed at 

between 12 and 28 percent, the composition infrastructure to harness the full 

benefits of the reform is underdeveloped in rural settings. The Composition Scheme 

has partially acted as a buffer, but entry into input tax credits and limited access to 

digital still make productivity gains restricted. The paper suggests a focused two-

slab architecture of GST policies, which incorporates the rural exemption levels, 

investment in the digital infrastructure, and social protection policies geared 

towards artisans to provide fair fiscal coverage. 

 

 

 

Keywords: GST reform, rural MSMEs, artisan communities, two-slab GST, 

Composition Scheme, fiscal federalism, rural livelihoods, input tax credit, India. 
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1. Introduction 

The issuance of the Constitution (One Hundred and First Amendment) Act, 

2016, as well as the further implementation of the Goods and Services Tax (GST) 

beginning July 1, 2017, marked a historic change in the indirect taxation in India. 

Instead of the patchwork of central and state levies (such as Central Excise Duty, 

Service Tax, Value Added Tax (VAT), and assortment of cesses and surcharges), 

GST was going to introduce a single national market, lessening the effects of 

cascading taxation, and enhancing compliance in the form of an architecture solely 

led by technology (Kumar & Sharma, 2019). 

India followed a multi-rate GST system of 0%, 5%, 12%, 18%, and 28%, and 

Compensation Cess on luxury and demerit items. Although this measured design 

aim was to strike a balance between revenue needs and equity issues, it has created 

incessant demands for rationalisation. In 2023, the 50th GST Council meeting re-

examined the idea of harmonizing the 12 per cent and 18 per cent rates and 

essentially switching to a two-slab structure, which has substantial consequences 

when considering the producers in the rural regions (GST Council, 2023). 

The rural MSMEs and artisan communities are structurally vulnerable as a 

part of the Indian fiscal architecture. With over 6.33 crore MSME units—of which 

approximately 51% are located in rural areas—and roughly 70 lakh registered 

artisans concentrated in traditional craft clusters across states such as Rajasthan, 

West Bengal, Uttar Pradesh, Odisha, and Andhra Pradesh, the design of GST slabs 

directly affects production costs, market competitiveness, and livelihood 

sustainability (Ministry of MSME, 2023; Development Commissioner for 

Handicrafts, 2022). 

The paper puts its query at the cross-section point between fiscal policy and 

rural development. It answers three fundamental questions:(i) What impact has the 

current GST rate system had on the competitiveness of rural-based MSMEs and 

artisan businesses in terms of cost structure and market competitiveness? (ii) What 

distributional effects is a two-slab rationalisation likely to produce for rural 

producers? (iii) What policy architecture would best safeguard rural livelihoods 

within a simplified GST framework? 

The paper is developed by a literature review, analysis of aggregate and 

sector-level data, comparative analysis of the region, and a series of evidence-based 

policy recommendations. 

2. Literature Review 

Since 2017, economic literature on GST and its developmental implications 

has significantly increased. Agarwal and Chakraborty (2020) found that the initial 

transition to GST caused significant disruption among informal and semi-formal 
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small enterprises, particularly those unaccustomed to digital compliance 

environments. Their survey-based research in West Bengal and Rajasthan recorded 

a compliance cost explosion of 4060 percent in the initial two years, which 

imbalanced the artisan households. 

A study by Jha and Gupta (2021) compared the Composition Scheme, 

which is an alternative to the traditional flat tax on small businesses that disburses 

input tax credit, and found that the Composition Scheme decreases the 

administrative burden, but the input tax credit denial is essentially an extra cost to 

supply chain integration. Their results highlight the Composition Trap: when 

businesses participate in the scheme, they will have an easier time in its compliance, 

but will no longer have access to credit chains dominated by typical GST 

registrants. 

Ranade and Singh (2022) used a multi-regional model of computable 

general equilibrium (CGE) to model the welfare impact of reducing the 12% and 

18% GST rates to a rate of 15% in one. They found that their results projected a 

small overall welfare increase of 0.4 percent of GDP, but that inter-sectoral change 

had a large variation, with the labour-intensive artisan goods enjoying a net benefit 

and the capital-intensive rural industries bearing marginal losses. 

The report published by the International Labour Organization in India 

(ILO, 2022) has pointed to the fact that artisan communities, specifically those of 

women weavers, potters, and leather crafts persons, operate within the fringes of 

formal tax net systems. Their participation in digital GST compliance is constrained 

by limited smartphone penetration, low financial literacy, and inadequate access to 

chartered accountant services in rural block-level clusters. 

Sengupta (2023) focused specifically on the Telangana handloom sector, 

documenting that the reduction of GST on fabric from 12% to 5% following the 

2019 rationalisation was broadly beneficial but that the residual 5% slab on 

processed yarn created an input-output mismatch that compressed artisan margins. 

This finding highlights the importance of supply chain coherence in GST design. 

A gap remains in the literature regarding the cumulative and spatially 

differentiated effects of a comprehensive two-slab rationalisation on rural MSMEs. 

The paper fills that gap by synthesizing the available macroeconomic information, 

the assessment of the sector, and the regional analyses. 

3. GST Structure and Rural MSMEs: An Overview 

3.1 Current Rate Architecture and Rural Sector Coverage 

The schedule of GST in India puts the essential goods at zero or 5 percent, 

processed and intermediate goods at 12 or 18 percent, and luxury/demerit goods at 

28 percent. Rural MSMEs are disproportionately engaged in sectors that straddle 
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the 5%–18% range: handloom textiles, agro-processing, rural furniture, handicrafts, 

and food products. The ambiguity in classification—particularly for composite 

goods that incorporate both exempt and taxable components—has generated 

compliance uncertainty that disadvantages smaller rural producers (Nair & Pillai, 

2021). 

In 2019, the GST registration limit was increased to 40 lakhs from 20 lakh of 

suppliers of goods, absolving a significant percentage of micro-artisan businesses. 

Nevertheless, this level does not cover enterprises in the formal credit economy, 

which restricts their participation in the government procurement process, e-

commerce, and export supply chains requiring GST invoicing. 

3.2 Composition Scheme as a Rural Buffer 

The Composition Scheme, which may be used by business entities with a total 

turnover not exceeding 1.5 crore, permits the payment of GST at a flat rate (1 

percent with manufacturers, 5 percent with restaurants, 6 percent with service 

providers) and that too without having to issue tax invoices. As of March 2023, 

some 24.8 lakh businesses had registered in the scheme, with an approximation of 

58 percent of them being based in rural or semi-urban areas (GST Council, 2023). 

This has played a significant role in bringing down the cost of compliance, though 

the structural constraint of the scheme, namely ineligibility to receive input tax 

credit (ITC), remains a major limitation to the profitability of rural MSMEs. 

4. Sectoral Effect on Artisan Communities 

The effect of changes in GST rates in artisan sectors has been heterogeneous in that 

it has been found to differ in terms of input structure, marketing connection, and the 

level of formalisation. Table 1 gives a comparative picture of the tax incidence, both 

before and after GST, in the key categories of artisan products, and the growth in 

the output of these products between 2019 and 2023. 

Table 1 

GST Rate Changes and Output Growth in Artisan Sectors (2017–2023) 

Artisan Sector Pre-GST Tax 

 Rate 

Post-GST Rate TaxChange 

(%) 

Output Growth 

(2019–23, %) 

Handloom & Weaving 8% 5% -3% +12% 

Pottery & Ceramics 12% 5% -7% +18% 

Wood Carving & 18% 12% -6% +9% 
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Artisan Sector Pre-GST Tax 

 Rate 

Post-GST Rate TaxChange 

(%) 

Output Growth 

(2019–23, %) 

Furniture 

Leather Goods 18% 12% -6% +11% 

Bamboo & Cane 

Products 

12% 5% -7% +22% 

Brassware & Metal Craft 28% 18% -10% +8% 

Handmade Carpet 12% 5% -7% +15% 

Note. Pre-GST rates represent the combined incidence of Central Excise, VAT, and 

local levies. Post-GST rates reflect the current applicable slabs. Output growth is 

computed from the DC-Handicrafts cluster-level data. Source. Development 

Commissioner for Handicrafts (2022); Ministry of Finance (2023); GST Council 

Rate Notifications (2017–2022). 

The data in Table 1 illustrate a consistent pattern of tax burden reduction 

across artisan sectors following GST rationalisation. Bamboo and cane products, a 

source of livelihood of tribal and Adivasi people in states like Chhattisgarh, Odisha, 

and Assam, recorded the highest fall, which was 12 to 5, equivalent to 22% rise in 

the reported output. Even with a 10-percentage-point decline, brassware will see the 

least improvement (8%), which represents structural impediments such as the high 

cost of inputs and market access fragmentation that cannot become part of the GST 

change alone. 

Notably, the figures of the output growth do not necessarily lead to 

corresponding income increments of individual artisans. Intermediate capture (when 

trader and aggregator margins are capturing a large share of the cost-saving) has 

been a structural issue that has been continually found in the primary-level 

evaluations of craft cluster economics (NITI Aayog, 2022). 

5. Post GST macroeconomic Trends in Rural MSMEs 

The macro-level dynamics of rural MSMEs in the post-GST era are quite a 

complicated combination of the advantages of reforms, the impact of COVID-19, 

and structural resiliency. Table 2 shows time-series data in rural output of MSMEs, 

the number of units, and jobs in the base year of GST introduction. 
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Table 2 

Rural MSME Output, Units, and Employment (2017–18 to 2023–24) 

Year Total MSME 

Output (₹ Lakh 

Cr.) 

Rural MSME 

Output (₹ Lakh 

Cr.) 

Rural MSME Units 

(No.) 

Employment 

(Million) 

2017–18 (Base Year) 63.05 51.20 6,33,000 34.2 

2018–19 67.44 53.10 6,91,000 35.8 

2019–20 71.38 56.70 7,24,000 36.9 

2020–21 58.12 43.90 6,89,000 31.2 

2021–22 74.91 60.30 7,58,000 38.5 

2022–23 82.67 67.80 8,12,000 41.3 

2023–24 (Est.) 89.55 73.40 8,61,000 44.7 

Note. Rural MSME output figures are estimates based on the rural share of total 

MSME gross value added (GVA). Employment figures include both formal and 

informal employment in rural MSME units. Source. Ministry of MSME Annual 

Reports (2018–2024); National Sample Survey Office (NSSO), 73rd Round; PLFS 

(2022–23); RBI MSME Sector Reports. 

The data in Table 2 reveal three notable trends. Individually, MSE output 

increased by an estimated 6.2 percent compound annual growth rate (CAGR) in 

2017-18 to 73.40 lakh crore in 2023-24, and rural MSE output increased by 4.3 

percent in the same period. Second, both output (31.2 million or 28.99 lakh crore) 

and employment (31.2 million) contracted sharply in 2020-21 because of the 

COVID-19 shock, and the sector has rebounded well by 2021-22. Third, the rural 

MSMEs have increased their employment to a projected 44.7 million as compared 

to 34.2 million during the period, indicating that the labour absorptive potential of 

the sector has improved, which can be partially explained by the fact that the 

incentives in the GST regime have simplified registration and formalisation. 
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6. GST Indicators of Compliance with MSMEs in Rural areas 

Table 3 monitors the major GST compliance and integration indicators of 

rural MSMEs, starting in the base year up to 202324, and gives a longitudinal 

measure of the adoption of the reforms. 

Table 3 

GST Compliance and Integration Indicators for Rural MSMEs (2017–18 vs. 2023–

24) 

Indicator 2017–18 2023–24 Impact 

Level 

Observation 

Composition Scheme 

Enrolment 

32% 58% High Positive – reduced compliance burden 

GST Return Filing Rate 48% 71% High Moderate – infrastructure gaps persist 

Input Tax Credit (ITC) 

Utilisation 

19% 44% High Positive – improved cash flow 

Digital Payment Adoption 27% 62% High Strong positive 

Compliance Cost 

(₹/annum) 

₹48,200 ₹31,500 Medium Reduced but still burdensome for micro-

units 

Access to Formal Credit 21% 39% Medium Positive due to GST invoice-based 

lending 

Market Linkage (e-

NAM/ONDC) 

8% 34% High Positive – digital market integration 

Note. Compliance cost figures represent average annual expenditure on GST filing, 

accounting, and digital infrastructure per registered micro-enterprise. Source. 

GSTN Annual Analytics Reports (2018–2024); SIDBI MSME Pulse (2023); NITI 

Aayog MSME Policy Paper (2022); World Bank MSME Finance Survey – India 

(2023). 

The compliance data reveal meaningful progress across most indicators. 

Input Tax Credit (ITC) utilisation, which stood at just 19% among rural MSMEs in 

2017–18, rose to 44% by 2023–24, a significant improvement that enhances cash 

flow and reduces effective tax incidence. Digital payment adoption more than 
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doubled, reflecting the convergence of GST compliance requirements with broader 

financial digitalisation initiatives such as the PM Jan Dhan Yojana and UPI 

infrastructure expansion. 

However, GST return filing rates—at 71% in 2023–24—remain well below 

the national average of 85%, pointing to persistent connectivity and literacy gaps in 

rural areas. The average compliance cost, while reduced, remains substantial for 

micro-enterprises operating at thin margins: ₹31,500 per annum constitutes a 

material burden for artisans with annual turnovers of ₹5–15 lakh (SIDBI, 2023). 

7. Regional Comparative Analysis 

The impact of GST reforms on rural MSMEs and artisan communities has 

exhibited marked regional variation, driven by differences in artisan density, digital 

infrastructure, state-level implementation capacity, and the composition of rural 

enterprise clusters. Table 4 presents a comparative state-level assessment. 

Table 4 

State-Level Comparative Impact of GST Reforms on Rural MSMEs and Artisan 

Communities 

State Tax Burden 

Change 

Artisan 

Density 

Composition 

Adoption 

MSME Credit 

Growth 

Transition 

Difficulty 

Andhra 

Pradesh 

↓5–12% High 42% +14% Moderate 

Telangana ↓4–10% Moderate 51% +11% Moderate 

Rajasthan ↓7–15% Very High 38% +18% High 

West Bengal ↓6–13% High 44% +16% High 

Uttar Pradesh ↓8–16% Very High 31% +21% High 

Tamil Nadu ↓3–9% Moderate 58% +9% Low 

Maharashtra ↓4–8% Low 63% +8% Low 

Odisha ↓9–18% Very High 29% +24% Very High 
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Note. Tax burden change indicates the range of reduction experienced by rural 

artisan enterprises due to GST rationalisation. Composition adoption refers to the 

share of eligible rural MSMEs enrolled in the Composition Scheme. MSME credit 

growth represents the increase in outstanding credit to rural MSME units. Source. 

RBI State Finances Reports (2023); Development Commissioner Handicrafts 

(2022); GST Council State-wise Analytics (2023); NABARD Rural Financial 

Inclusion Reports (2022). 

The regional data expose a structural paradox: states with the highest artisan 

density—Odisha, Uttar Pradesh, and Rajasthan—have experienced the largest 

absolute reductions in tax burden but also face the greatest transition difficulty, 

owing to weaker digital infrastructure, lower Composition Scheme adoption, and 

less robust formal credit linkages. Conversely, Tamil Nadu and Maharashtra—with 

more industrialised MSME ecosystems—have successfully operationalised GST 

integration but contain fewer artisan-sector enterprises for whom rate changes are 

consequential. 

This territory imbalance between fiscal reform and institutional consumption 

potential symbolizes a fundamental problem for any two-slab rationalisation plan. 

The benefits of a streamlined tax structure may be misappropriated by relatively 

formalised rural firms without the state-level support infrastructure to support the 

poor artisan communities. 

8. Two-Slab GST: Probable Impact on Rural Livelihoods 

The suggestion to merge the 12 and 18 percent GST rates into a single combined 

rate, which will probably be between 15 and 16 percent, has complicated 

connotations for rural MSMEs. In the case of artisan goods that are currently being 

taxed at 12 percent (soul loom clothes, bamboo products, and some agro-processed 

goods), a merger of 15 percent would entail an increase of 3 percentage points, 

which would otherwise lead to a loss of competitiveness unless the input reductions 

are compensated by input exemptions or select rate breaks. 

On the other hand, the products that are currently subjected to an 18 percent tax 

rate, such as some processed agri-products, countryside furniture, and non-woven 

fabrics, would enjoy a cut of 2-3 percentage point cut, which will enhance the price 

competitiveness in the local and export markets. This net distributional impact 

would therefore be dependent upon the exact merged rate and how the 5% slab is 

treated, which acts as the de facto essential goods rate on the rural artisan outputs 

(Ranade & Singh, 2022). 
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The argument that a two-slab GST is simplified has most force in the situation of 

the classification controversy--a continuing source of compliance agitation in the 

case of rural enterprises, the product of which frequently falls into more than one 

rate schedule. A converged rate system would minimize the occurrence of 

classification-related litigation, which overcompensates the poor, small rural 

producers who are not represented by lawyers (Jha & Gupta, 2021). 

Equity-wise the most crucial protection is the conservation of the 0% and 5% slabs 

on essential and livelihood-related items, so that the rationalisation does not have 

the unseen but insidious impact of increasing the tax load on the least economically 

advantaged artisan groups. Also, the distributional risks of rate convergence could 

be compensated by the enhanced Composition Scheme to cover rural producers in a 

different form, or by the creation of a so-called Rural Producer GST Rebate. 

9. Policy Recommendations 

Based on the foregoing analysis, this paper advances the following policy 

recommendations for a rural-inclusive two-slab GST architecture: 

First, the GST Council should establish a dedicated 'Rural Artisan Rate 

Schedule' that preserves the 5% slab for all craft and handloom products 

manufactured by registered artisan clusters and Shilpi identity card holders, 

irrespective of whether their goods fall within the converged rate category. This 

would insulate the most vulnerable artisan producers from any upward rate effect of 

two-slab rationalisation. 

Second, the Composition Scheme threshold should be raised to ₹3 crore 

aggregate turnover for rural MSMEs, accompanied by a limited ITC pass-through 

mechanism for inputs procured from other registered producers. This would remove 

the Composition Trap and incorporate rural enterprises in a more meaningful way in 

formal supply chains. 

Third, all geographies of aspirational districts and artisan clusters should 

have block-level GST Facilitation Centres (GFCs). These centres would lower the 

de facto compliance cost to rural MSMEs and artisan household by staffed with 

trained GST Practitioners and having broadband connectivity. 

Fourth, GSTN needs to create a specific Rural MSME Dashboard that will 

allow monitoring the compliance rates, ICT use, and tax incidence in the sector at 

the district level in real-time. This data infrastructure would be used to make 

evidence-based adjustments in the rate and target outreach.  

Fifth, state governments should be incentivised—through the GST 

Compensation Fund successor mechanism—to invest a portion of incremental GST 

collections from rural areas in artisan social security schemes, including group 

insurance, craft documentation, and cluster-level marketing infrastructure. 
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10. Conclusion 

 The GST reform program in India has provided a quantifiable positive 

effect on the rural MSMEs and the artisan communities due to the rate 

rationalisation, incentives for the formalisation of taxation, and the digitisation of 

taxation. The information analyzed in the present paper confirms that the post-GST 

period has been related to the stable increase in the rural MSME output and 

employment, as well as a slow rise in the indices of compliance and access to credit. 

 Nevertheless, the distributional structure of GST continues to 

be structurally tense: the cost of compliance burden is still large in relation to the 

income level of micro-enterprise; the Composition Scheme, though available, does 

not cover beneficiaries of the credit chain economy; and geographical disparities of 

infrastructure delivery make sure that the benefit of the reform is unevenly 

distributed across the country artisan geography. 

 The new two-slab GST framework that has been proposed is an 

opportunity and a threat. Well-structured, including saved protective slabs to artisan 

producers, an upgraded Composition Scheme, and block-based institution support, 

it has the possibility of providing the two-fold advantage of administrative 

simplification and better market incorporation of rural manufacturers. Without such 

protection, the risks of rate convergence will subject the communities to a 

retrogressive fiscal burden, the same communities the GST reform was meant to 

safeguard. 

After all, it means that a fiscally inclusive two-slab GST will have to be 

accompanied by a paradigm shift: no longer seeing rural MSMEs and artisan 

enterprises as passive recipients of tax policy, it will need to consider them as active 

participants whose productive potential, institutional embeddedness, and livelihood 

susceptibility should influence the design of the Indian tax architecture. 
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Abstract 

Women-led enterprises have emerged as a significant driver of regional economic 

growth and inclusive development in Telangana State. This study examines how 

women entrepreneurs contribute to economic independence, decision-making 

power, poverty alleviation, and sustainable community development. Based 

exclusively on secondary data from government reports, policy documents, and 

scholarly literature, the study analyzes the impact of institutional support 

mechanisms such as Skill India Mission, Pradhan Mantri MUDRA Yojana, Start-Up 

India, and WE Hub in strengthening entrepreneurial ecosystems. The findings 

reveal that women-led enterprises enhance household incomes, promote financial 

inclusion, generate local employment, and foster gender equality, particularly in 

rural and tribal communities. Skill development initiatives and microfinance 

support systems have improved digital literacy, managerial competencies, and 

access to credit. However, structural challenges such as limited financial access, 

socio-cultural barriers, and infrastructural gaps continue to constrain growth. The 

study concludes that targeted, gender-responsive policy interventions are essential 

to scale women-led enterprises and sustain inclusive regional transformation in 

Telangana. 

 

Keywords: Women Entrepreneurship; Regional Economic Growth; Inclusive 

Development; Financial Inclusion; Telangana State 

 

 

I. Introduction 

Women entrepreneurship has emerged as a dynamic force in driving 

economic growth, social transformation, and inclusive development across 

developing economies. In India, women-led enterprises are increasingly recognized 

not only as income- generating units but also as instruments of empowerment that 
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challenge traditional gender norms and promote equitable participation in economic 

activities. In the context of Telangana State, rapid industrialization, urbanization, 

and policy-driven development have created new opportunities for women to 

engage in entrepreneurial ventures across sectors such as agriculture, food 

processing, handicrafts, services, and technology. These enterprises contribute to 

employment generation, income diversification, and local economic resilience, 

particularly in rural and semi-urban regions. 

The Government of India and the Government of Telangana have 

introduced several initiatives to strengthen women’s entrepreneurial participation 

and address structural barriers. Programs such as the Skill India Mission, Pradhan 

Mantri MUDRA Yojana, Start-Up India, and state-supported incubation platforms 

like WE Hub aim to bridge skill gaps, enhance access to finance, and provide 

mentorship and market linkages. Additionally, community-based models such as 

Self Help Groups (SHGs) have strengthened financial inclusion and collective 

enterprise development among rural women. These institutional mechanisms have 

significantly contributed to improving women’s economic independence, decision-

making power, and participation in formal and informal markets. 

Despite notable progress, women entrepreneurs in Telangana continue to 

face challenges including limited credit access, socio- cultural constraints, digital 

skill gaps, and infrastructural deficiencies. While existing studies acknowledge the 

positive impact of women-led enterprises, there remains a need for a comprehensive 

assessment linking entrepreneurial growth with measurable regional economic 

outcomes and inclusive development indicators. Against this backdrop, the present 

study examines how women- led enterprises act as catalysts for regional economic 

growth and inclusive development in Telangana, while evaluating the effectiveness 

of government initiatives and identifying policy measures necessary to strengthen 

sustainable and gender -responsive entrepreneurial ecosystems. 

 Objectives of the Study 

1 .To analyse the contribution of women-led enterprises to women’s economic 

independence, decision-making power, and regional economic growth in 

Telangana State. 

2.To evaluate the role of government initiatives such as the Skill India Mission and 

microfinance support systems in addressing skill gaps and fostering entrepreneurial 

growth among women in Telangana. 

3.To identify the key challenges faced by women entrepreneurs in rural and urban 

Telangana and to examine how targeted policy interventions and innovative 

business models can promote sustainable community development, poverty 

alleviation, and gender equality. 
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I. Review of Literature 

The existing literature consistently recognizes women-led enterprises as 

significant drivers of regional economic growth and inclusive development, 

particularly in the context of Telangana State. Mahender (2025) emphasizes that 

women-led enterprises enhance economic independence and decision-making 

power while addressing systemic barriers through initiatives such as WE Hub and 

the Skill India Mission. Similarly, Sreenivas (2025) highlights the transformative 

impact of entrepreneurship among tribal women, noting improvements in family 

living standards and social recognition despite financial and institutional 

constraints. Purohit (2020) and Reddy (2024) further argue that women-led social 

enterprises contribute to poverty alleviation, environmental sustainability, and 

community development through innovation and inclusive leadership. Studies by 

Mushtaq et al. (2024) and Haque et al. (2024) reinforce the importance of 

mentorship, targeted financial support, and digital inclusion in strengthening 

women’s entrepreneurial ecosystems. 

In rural and sector-specific contexts, Devabhaktuni et al. (2016) illustrate 

how the Rural Women Technology Park empowers women through technological 

interventions and value-added agricultural practices, thereby enhancing income and 

productivity. Velmurugan et al. (2024) and Thaqi and Thaqi (2025) demonstrate that 

women-led enterprises in agriculture, handicrafts, and rural tourism foster 

employment generation, cultural preservation, and local economic diversification. 

Srivastava (2025) underscores the role of national initiatives such as Start-Up India 

and Pradhan Mantri MUDRA Yojana in promoting financial inclusion and 

entrepreneurial participation among women. Collectively, the literature affirms that 

women-led enterprises serve as catalysts for gender equality, poverty reduction, and 

sustainable development, though structural challenges—such as limited credit 

access, patriarchal norms, and inadequate policy outreach—continue to constrain 

their full potential in Telangana. 

Despite extensive recognition of the economic and social contributions of 

women-led enterprises in Telangana State, significant research gaps remain. Most 

studies adopt descriptive or sector-specific approaches without providing 

comprehensive empirical analysis linking women-led enterprises directly to 

measurable regional economic indicators such as GDP contribution, employment 

elasticity, or long-term poverty reduction. Limited research integrates micro-level 

socio-cultural factors with macro-level economic outcomes to assess inclusive 

development holistically. Furthermore, there is insufficient evaluation of the 

effectiveness, outreach, and impact measurement of government initiatives like WE 

Hub and Skill India Mission specifically within Telangana. Future research should 
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adopt mixed-method or longitudinal approaches to bridge these gaps and develop 

evidence-based policy recommendations that strengthen women-led enterprises as 

sustainable catalysts for regional economic transformation. 

II. Research Methodology 

The present study adopts a descriptive and analytical research design based 

exclusively on secondary data to examine the role of women-led enterprises in 

fostering regional economic growth and inclusive development in Telangana State. 

Secondary data were collected from government reports, policy documents, journal 

articles, census data, economic surveys, and publications of institutions such as 

Skill India Mission, WE Hub, Start-Up India, and Pradhan Mantri MUDRA Yojana, 

along with reports from state government departments, NITI Aayog, RBI, and 

MSME databases. The study analyses existing statistical indicators related to 

women’s economic participation, enterprise growth, access to finance, employment 

generation, and poverty reduction to assess their contribution to economic 

independence and decision-making power. Comparative and trend analyses are used 

to evaluate the effectiveness of skill development and microfinance initiatives in 

addressing entrepreneurial gaps, while thematic content analysis of policy 

documents and prior empirical studies is employed to identify key challenges faced 

by rural and urban women entrepreneurs. The findings are synthesized to examine 

how targeted policy interventions and innovative business models contribute to 

sustainable community development, gender equality, and inclusive regional growth 

in Telangana. 

III. Impact of Women-Led Enterprises in Telangana on Economic 

Independence of Women And Their Decision-Making Power 

Women-led enterprises in Telangana play a transformative role in enhancing 

women’s economic independence and strengthening their decision-making power, 

particularly among marginalized communities such as tribal women. 

Entrepreneurship has enabled women to achieve financial autonomy, social 

recognition, and greater control over household and business-related decisions. 

Empirical evidence indicates that a significant proportion of tribal women 

entrepreneurs report improved autonomy and societal respect as a result of their 

business activities (Sreenivas, 2025). The role of Self Help Groups (SHGs), 

especially in districts like Suryapet district, has been instrumental in improving 

women’s financial literacy and enabling independent financial decision- making 

(Chakravarthy, 2024). Additionally, institutional mechanisms such as WE Hub 

provide structured support through skill development, incubation, and market 

linkage assistance, thereby addressing systemic barriers and promoting sustainable 

entrepreneurial growth (Mahender, 2025). 
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Beyond financial gains, women’s entrepreneurship in Telangana has 

significantly contributed to shifting traditional gender norms and enhancing 

leadership capacities. Studies highlight that many women entrepreneurs experience 

increased confidence, improved communication skills, and stronger participation in 

household and community decision-making processes (Manzoor et al., 2022). 

Women-led enterprises also generate employment, contribute to poverty reduction, 

and uplift overall living standards, thereby fostering inclusive social and economic 

development (Bist, 2025). However, despite measurable progress, persistent 

challenges such as limited access to finance, infrastructural constraints, and 

inadequate outreach of government schemes continue to restrict the full potential of 

women entrepreneurs (Sreenivas, 2025). Addressing these structural barriers 

through targeted policy interventions and strengthened institutional support is 

essential to sustain and scale the empowerment outcomes achieved by women-led 

enterprises in the state. 

IV. Role of Government Initiatives in Addressing Skill Gaps 

Government-led initiatives under the Skill India Mission, such as the 

Pradhan Mantri Kaushal Vikas Yojana (PMKVY) and related skilling programmes, 

are instrumental in equipping women with market-relevant skills essential for 

entrepreneurial success and employability. Nationally, PMKVY efforts have 

resulted in over 32.7 million enrolments and 25.7 million completions of 

vocational training across various sectors by March 31 2025, indicating a broad 

scale of skill development outreach that women entrepreneurs can leverage for 

both business and workforce readiness. Special emphasis on women under the 

Mission—including reserved seats, gender-focused training modules, transport 

support, and industry linked courses—has led to rising female participation in 

apprenticeship and vocational schemes (from 22.79 % to 25.80 % in 2024–25 to 

2025–26) and more than 80 % women beneficiaries in Jan Shikshan Sansthan 

programs, which are critical in rural Telangana contexts. In tandem, state-level 

skilling ecosystems like the WE Enable cohort in Telangana graduated 600 

women with digital, communication, and workplace readiness skills, while 

engaging 7,500 participants with internships and industry exposure, further 

bridging skill gaps that hinder women from accessing formal entrepreneurship 

pathways. 
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Table-1: Quantitative Snapshot of Skill India Mission Impact on Women 

Skill Development Indicator Data / 

Outcome 

Total PMKVY enrolments (all candidates) by March 31 2025 32,78,264 

PMKVY training completions by March 31 2025 25,71,068 

Female participation in apprenticeship schemes (2025–26) 25.80 % 

Women beneficiaries under JSS schemes >80 % 

WE Enable graduates (Telangana) 600 

women 

Participants engaged in WE Enable training 7,500 

These initiatives collectively help reduce skill mismatches, strengthen digital and 

business competencies, and increase access to employment or entrepreneurial 

prospects—a foundational step in supporting women-led enterprises in Telangana to 

thrive in competitive and evolving markets. 

V. In What Ways Do Women-Led Enterprises Promote Sustainable Community 

Development And Poverty 

Alleviation in Rural Areas of Telangana? 

Women-led enterprises in rural areas of Telangana State promote 

sustainable community development by generating local employment, diversifying 

income sources, and strengthening grassroots economic systems. Many rural 

women entrepreneurs operate in agriculture, food processing, handicrafts, 

handlooms, dairy, and micro-enterprises, which create livelihood opportunities 

within villages and reduce distress migration. Initiatives such as Self Help Groups 

(SHGs) and the Rural Women Technology Park enable women to adopt improved 

technologies, produce value-added products, and access organized markets. These 

interventions increase household incomes, enhance farm productivity, and 

encourage collective entrepreneurship models that reinvest profits into local 

development. As women gain financial stability, they contribute more to children’s 

education, healthcare, and nutrition, thereby improving overall human development 

indicators at the community level. 

Women-led enterprises also contribute significantly to poverty alleviation 

by fostering financial inclusion and strengthening social capital in rural 

communities. Through access to microfinance, cooperative networks, and skill 

development programmes under initiatives like the Skill India Mission, rural 

women acquire entrepreneurial competencies and sustainable income-generating 

skills. Their enterprises often prioritize socially responsible practices such as eco-

friendly production, preservation of traditional crafts, and community-based 

tourism, ensuring that development remains environmentally and culturally 
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sustainable. Moreover, women entrepreneurs frequently employ other local women, 

creating multiplier effects that uplift marginalized groups and reduce income 

disparities. By combining economic empowerment with social transformation, 

women-led enterprises in rural Telangana act as catalysts for inclusive growth, long-

term poverty reduction, and gender-equitable community development. 

VI. What Are The Primary Challenges Faced By Women Entrepreneurs in 

Telangana, And How Can Targeted Support Mitigate These Barriers? 

Women entrepreneurs in Telangana State face several structural, financial, 

and socio-cultural challenges that restrict the growth and sustainability of their 

enterprises. One of the primary barriers is limited access to formal finance due to 

lack of collateral, credit history, and gender bias in lending practices. Although 

schemes such as Pradhan Mantri MUDRA Yojana and Start-Up India aim to 

improve credit access, many women—especially in rural areas—remain unaware of 

or unable to fully utilize these schemes. Additionally, skill gaps in digital literacy, 

financial management, and market linkage limit their competitiveness. Socio-

cultural constraints, including patriarchal norms, mobility restrictions, and dual 

household responsibilities, further reduce their ability to scale businesses. 

Infrastructural deficiencies, limited networking opportunities, and inadequate 

mentorship also hinder innovation and expansion. 

Targeted support can significantly mitigate these barriers through integrated 

policy and ecosystem-based interventions. Strengthening capacity-building 

initiatives under the Skill India Mission and expanding incubation support through 

platforms like WE Hub can address skill and mentorship gaps. Providing collateral-

free loans, simplified loan procedures, and financial literacy programs can enhance 

access to capital. Establishing women-focused market linkages, digital commerce 

training, and cluster-based development models can improve business sustainability. 

Furthermore, gender-sensitive policies that offer childcare support, safe working 

spaces, and flexible training schedules can reduce socio-cultural constraints. A 

coordinated approach involving government agencies, financial institutions, NGOs, 

and private stakeholders is essential to create an enabling entrepreneurial ecosystem 

that empowers women and promotes inclusive economic growth in Telangana. 

VII. Innovative Models And Microfinance Initiatives Support The Growth 

Of Women-Led Enterprises And Advance Gender Equality in Telangana 

Innovative business models and microfinance initiatives have played a 

transformative role in strengthening women-led enterprises in Telangana State by 

enhancing financial inclusion, market access, and entrepreneurial capacity. 

Microfinance mechanisms—particularly through Self Help Groups (SHGs)—enable 

women to access small, collateral-free loans, savings facilities, and credit linkages 
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that are often unavailable through formal banking channels. Government-backed 

schemes such asPradhan Mantri MUDRA Yojana and support under the Skill India 

Mission further enhance access to working capital and skill development. In 

addition, incubation and acceleration platforms like WE Hub provide mentorship, 

digital training, networking opportunities, and investor connections, helping women 

transition from subsistence ventures to scalable enterprises. Cluster -based 

production models, cooperative enterprises, digital marketplaces, and value-chain 

integration have also enabled rural women to move into higher-value activities such 

as food processing, handicrafts, agri-business, and eco-tourism. 

These innovative and financial support systems contribute directly to 

advancing gender equality by strengthening women’s economic agency and 

leadership roles. Access to microfinance increases women’s control over financial 

resources, enhances the ir participation in household and community decision-

making, and reduces dependency on informal lenders. Collective enterprise models 

foster solidarity, peer learning, and social capital, which challenge traditional gender 

norms and promote shared leadership. Furthermore, by generating employment for 

other women, these enterprises create multiplier effects that reduce poverty and 

narrow income disparities. As women gain entrepreneurial visibility and 

recognition, they reshape societal perceptions about gender roles, thereby promoting 

inclusive growth and long-term socio-economic transformation in Telangana. 

VIII. Findings 

The study finds that women-led enterprises in Telangana State serve as a 

significant catalyst for regional economic growth and inclusive development by 

enhancing women’s economic independence, decision-making power, and social 

mobility. Evidence from secondary data indicates that entrepreneurship among 

women—particularly tribal and rural women—has improved household income 

levels, financial autonomy, and societal recognition. Institutional support 

mechanisms such as Self Help Groups (SHGs), WE Hub, and initiatives under the 

Skill India Mission have played a crucial role in bridging skill gaps, enhancing 

digital and managerial competencies, and facilitating market access. The study also 

highlights measurable progress in female participation in skill development and 

microfinance programs, which has strengthened entrepreneurial capacity and 

contributed to employment generation, poverty reduction, and local economic 

diversification in both rural and urban areas of the state. 

IX. Discussion 

The discussion reveals that despite these positive outcomes, structural and 

socio-cultural barriers continue to constrain the full potential of women 

entrepreneurs. Limited access to formal credit, inadequate infrastructure, restricted 
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mobility, and insufficient awareness about government schemes remain critical 

challenges. While national schemes such as Pradhan Mantri MUDRA Yojana and 

Start-Up India have improved financial inclusion, their outreach and impact at the 

grassroots level require further strengthening. The findings suggest that a more 

integrated and gender-responsive policy framework—combining financial support, 

mentorship, digital inclusion, and market linkages—is essential to scale women-led 

enterprises sustainably. Overall, the study confirms that women-led enterprises not 

only contribute to economic indicators but also drive broader social transformation 

and gender equality in Telangana. 

X. Conclusion 

The present study concludes that women-led enterprises in Telangana State 

function as a powerful catalyst for regional economic growth and inclusive 

development by strengthening women’s economic independence, enhancing 

decision-making power, and promoting social transformation. The analysis of 

secondary data demonstrates that entrepreneurship among women— particularly in 

rural and tribal communities—has led to improved household incomes, greater 

financial autonomy, and enhanced social recognition. Institutional and policy 

support through initiatives such as Self Help Groups, WE Hub, Skill India Mission, 

Pradhan Mantri MUDRA Yojana, and Start-Up India has significantly contributed to 

skill enhancement, financial inclusion, and entrepreneurial ecosystem development. 

Women-led enterprises have not only generated employment and diversified local 

economies but have also played a crucial role in poverty alleviation, community 

development, and gender equality. 
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Abstract 

The gig economy, especially app-based delivery and driving jobs, has grown rapidly 

in India. While it provides immediate employment to lakhs of educated youths, the 

everyday reality of these workers is often difficult. 

This study aims to understand the ground-level financial conditions and daily 

struggles of gig workers specifically in the Malkajgiri and surrounding semi-urban 

areas of Hyderabad. 

Primary data was collected directly from a sample of 50 gig workers—mainly 

partners working for platforms like Zomato, Swiggy, Zepto, and Ola/Uber—using a 

structured questionnaire. 

The findings reveal a harsh economic reality. Most workers are young men (21–30 

years old) who depend entirely on platform work to run their families. Although 

they show a gross monthly income of ₹10,000 to ₹30,000, their actual take-home 

pay is much lower. A huge chunk of their daily earnings is spent purely on out-of-

pocket expenses like petrol, regular vehicle maintenance, and bike EMIs. 

Furthermore, 94% of respondents reported that their income is highly unstable, 

depending completely on customer demand and hidden app algorithms. 

To survive financially, they are forced into exhausting routines. Over 80% work for 

6 to 8+ hours daily, often working all seven days a week without any paid leave or 

rest. Adding to this stress is a complete lack of job and social security. The 

companies label them as "partners," denying them basic employee benefits like PF 

or reliable health insurance. 

Additionally, most workers are unaware of helpful government initiatives like the e-

Shram portal. 

The study concludes that while platform work offers an easy earning opportunity, it 

leaves workers financially insecure and physically drained. It strongly recommends 

fixing a minimum base pay per task, providing fuel allowances, ensuring easy-to-

claim insurance, and bringing gig workers under proper government labour laws for 

a safer future. 

 

http://www.uijmr.in/


 

United International Journal Of Multidisciplinary Research (UIJMR) 
An International Peer-Reviewed and Refereed Multidisciplinary Journal 

ISSN:3048-6726 | Impact Factor:6.934 (SJIF) 
Volume 3, Special Issue -V, 2026;Website:www.uijmr.in 

      168       Two Days National Seminaron“GST Reforms and Impact on MSMEs and 

Entrepreneurship”06th & 07th April 2026,Government Degree CollegeVikarabad 

Introduction 

The job market has seen a huge shift lately. Instead of traditional 9-to-5 

roles, we are now seeing the rise of the gig economy—a system where people take 

up short, flexible, or freelance tasks rather than permanent work. 

The people doing these jobs, known as gig workers, connect directly with customers 

through smartphones and online apps. 

In India, thanks to dirt-cheap internet, seamless UPI payments, and the high 

demand for instant services—like food delivery, cab booking, and 10-minute 

grocery drops—lakhs of people are now making a living this way. 

While platform jobs offer flexible timings and helped many families survive the 

COVID-19 lockdowns, the everyday reality is quite harsh. Companies label these 

workers as "independent partners" rather than employees. Because of this loophole, 

they miss out on basic social security benefits like job security, fixed minimum 

wages, health insurance, or PF. 

Their income is highly unpredictable, and they have to pay for fuel, bike 

repairs, and mobile data out of their own pockets. 

Adding to this is the extreme work pressure. The rush to meet almost impossible 

deadlines puts their lives at risk on busy city roads. Furthermore, complex software 

algorithms control who gets orders and how much they earn, meaning workers are 

completely at the mercy of the app rather than being truly "independent." 

While there are many national reports on India’s gig economy, the actual financial 

situation changes from area to area depending on local demand, traffic, and living 

costs. 

That is why this study focuses specifically on the Malkajgiri region—

covering bustling neighborhoods like Safilguda, Vinayak Nagar, Neredmet, Anand 

Bagh, Moulali, and A. S. Rao Nagar. 

The main aim of our study is to deeply analyze the financial reality of gig 

workers in this typical city setup. We are looking at their daily earnings, working 

hours, running expenses, and whether they even know about government initiatives 

like the e-Shram portal. 

Ultimately, we want to highlight the real, everyday struggles of platform 

work and push for better rules to ensure safer working conditions and a secure 

income for them. 

REVIEW OF LITERATURE 

2.1 What Other Studies Say 

 NITI Aayog (2022): 

Did a very big study on India’s platform economy. They estimated that 

around 77 lakh people were doing gig work in 2020–21, and this number is 
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only going to increase in the coming years. They pointed out that most gig 

workers do basic jobs like driving and deliveries, and their income is not at 

all steady. The report strongly suggested that we need better skills training 

and proper social security for them.  

 Economic Survey of India (2025–26): 

Presented on January 29, 2026, it showed how fast the gig workforce is 

growing. It jumped by 55% to reach almost 1.2 crore workers. While it is 

definitely creating new jobs, the survey pointed out a harsh reality: about 40% 

of these gig workers are earning less than ₹15,000 a month only. Their income 

keeps going up and down, which makes life very unstable. Because of this, the 

survey strongly recommended fixing a minimum earning amount for every 

single task and providing better social security benefits.  

 International Labour Organization (ILO) (2024): 

Checked the working conditions. They found that many people are working for 

very long hours—sometimes 50 to 60 hours a week—just to earn a basic living. 

They also noticed that the apps use strict software algorithms to control the 

workers, which actually takes away their freedom. If they don't accept orders, 

they might even face penalties or get fewer orders later on.  

 Fairwork India Reports (2023 and 2024): 

Checked how fair the big platforms are to their workers. Sadly, they found that 

most platforms don't pay properly or give enough benefits. After paying for 

petrol and bike repairs from their own pockets, many workers don't even take 

home a decent income. The report recommended that companies should treat 

their workers better and follow fair labour rules.  

 Unni and Naik (2024): 

Looked at different types of gig workers. They saw that delivery workers and 

drivers face a lot more financial insecurity compared to freelance online 

workers. Delivery workers basically have very little control over their daily 

earnings because the app's system itself decides who gets what work.  

 Eliganur (2024): 

Focused specifically on women in the gig economy. The study showed that 

while flexible timings help, women also struggle with unsteady income and lack 

of social security. On top of that, they face safety issues and don't really have a 

proper support system at work.  

 Quick commerce studies: 

Show that workers are under a lot of pressure to deliver orders very fast. This 

creates mental stress and heavily increases the chances of road accidents. They 

often end up driving faster and working longer just to reach their daily targets.  
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 Suresh and Chintha (2023): 

A local study in Hyderabad noted that while gig work gives an earning 

opportunity, many workers just don't feel secure in their jobs. It also pointed out 

that their earnings change a lot depending on the specific area and the daily 

demand.  

2.2 Research Gap 

Even though there are many studies on India's gig economy, most of them look at 

the whole country or just big city trends. There is very little research on how gig 

workers are actually surviving at the local, neighbourhood level itself. 

Past studies haven't really looked into: 

 The actual, day-to-day income and out-of-pocket expenses of workers in 

specific local areas.  

 How local traffic, demand, and daily conditions actually affect their work.  

 The exact working conditions of gig workers in suburban places like 

Malkajgiri.  

Because of this gap, we felt a strong need to do a local, ground-level study. This 

present study specifically focuses on the Malkajgiri area. We want to get a clear 

picture of what these workers earn, how they work, and the everyday struggles they 

face in their own locality. 

Research Methodology 

3.1 Nature of the Study 

This study is both descriptive and analytical. Basically, we want to look closely at 

the economic conditions of gig workers. We are looking at how much they earn, 

how many hours they work, how secure their jobs are, and the everyday problems 

they face. 

We focused on understanding their real-life situations by directly talking to them. 

3.2 Area of the Study 

We conducted this study right here in the Malkajgiri area of Hyderabad. We also 

covered nearby places like Safilguda, Vinayak Nagar, Neredmet, Anand Bagh, 

Moulali, and Anutex. 

These are mostly residential and semi-urban areas where a lot of gig workers are 

actively doing app-based work. 

3.3 Scope of the Study 

The gig economy actually has many types of workers, like online freelancers who 

do content writing, software development, or design work. But for this study, we are 

mainly focusing on platform-based gig workers. 

This includes: 

 Food delivery partners  
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 Cab and auto drivers  

 E-commerce delivery boys  

 Workers in 10-minute quick delivery apps  

We chose to focus on them because they make up a huge part of India's gig 

workforce, and their numbers are growing very fast in our cities. These are the 

workers we see every day, and they face direct money problems like unsteady 

income, high fuel expenses, and no proper social security. 

So, we concentrated on these groups to really understand their true financial 

situation. 

Our study looks into: 

 Income  

 Working hours  

 Job security  

 Daily expenses  

 Specific problems faced  

We kept our scope limited to the selected areas mentioned above, taking a sample of 

50 workers. 

3.4 Sources of Data 

Our study uses both primary and secondary data. 

Primary Data: 

We conducted a proper field survey in the selected areas. We personally interacted 

with gig workers like delivery partners and drivers using a structured questionnaire. 

Their responses were noted and later organized using digital tools like Google 

Forms for analysis. 

Secondary Data: 

We referred to: 

 Economic Survey of India  

 NITI Aayog reports  

 International Labour Organization (ILO)  

 Research journals  

 Government policies  

 Published studies on the gig economy  

3.5 Sample Size 

For this study, we collected data from a total of 50 gig workers working in the 

Malkajgiri area and nearby localities. 
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3.6 Sampling Method 

We used the convenience sampling method. This means workers were selected 

based on availability and willingness to participate. 

3.7 Method of Data Collection 

We collected the data using a structured questionnaire. 

The questionnaire included questions on: 

 Personal details  

 Type of gig work  

 Daily income  

 Working hours  

 Vehicle ownership  

 Expenses  

 Company benefits  

 Problems faced  

Data was collected through direct interaction and later organized digitally for 

analysis. 

3.8 Tools for Data Analysis 

To analyze the data, we used simple statistical tools such as: 

 Tables  

 Percentages  

 Averages  

These helped identify patterns in income, working conditions, expenses, and key 

challenges. 

3.9 Limitations of the Study 

This study is limited to the selected areas of Malkajgiri and nearby localities. 

 The sample size is limited to 50 workers, so findings may not represent all 

gig workers.  

 The study depends on self-reported data, which may vary based on personal 

experiences.  

Data Analysis 

The data for this study was collected from 50 gig workers in the Malkajgiri area 

through a structured questionnaire. 

The collected data is analysed and presented using tables and charts for better 

understanding 
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4.1 Age Distribution of Respondents 
Age Group No. of Respondents 

Below 20 02 

21-30 43 

31-40 5 

41-50 0 

Above 50 0 

Total 50 

 
The above table clearly shows that the majority of the respondents fall into the 21–
30 years age bracket. This highlights that gig work is highly popular among the 

younger generation, who often turn to these platforms as their primary source of 

livelihood. 
4.2 Gender Distribution 

Gender No. of Respondents 

Male 48 

Female 02 

Others 0 

Total 50 

 
As seen in the data above, the gig workforce in this area is heavily male-dominated. 
Female participation remains comparatively much lower, which could be due to 

safety concerns and the physically demanding nature of the work. 

4.3 Educational Qualification 

 
Educational 

Qualification 

No. of Respondents 

Below 10th 0 

10th Pass 20 

Intermediate 27 

Graduate 03 
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Postgraduate 0 

Total 50 

Table 4.3 indicates that the vast majority of workers have completed their education 

only up to the 10th standard or Intermediate level, accounting for 47 out of the 50 

respondents. In contrast, only a very small number (6%) hold a graduation degree. 

4.4 Type of Gig Work 

Based on the analysis, a large section of the respondents is engaged in food delivery 

and quick commerce (10-minute delivery) services. This reflects the rapid 

expansion and high demand for these specific sectors in the local market, in the 

local market, driven by prominent platforms such as Zomato, Swiggy, Zepto, 

Instamart, and Blinkit. 

4.5 Working Hours per Day 

 

 

 

 

 

 

 

 
The data highlights the grueling nature of the work, with 80% of workers logged 

into their apps for at least 6 hours daily. Notably, over a third (36%) exceed the 8-

hour mark, suggesting that long and exhausting shifts are necessary just to meet 

basic daily targets. 

4.6 Working Days per Week 

 

 

 

 

 

 

 
Pie chart 4.6 highlights a lack of proper rest for these workers. The majority of the 

respondents work 6 to 7 days a week, indicating that taking a day off directly 

impacts their financial survival. 
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4.7 Daily Deliveries/Rides 
No. of deliveries/rides per day No. of 

Respondents 

Less than 10 0 

10-20 32 

20-30 18 

More than 30 0 

Total 50 

As shown in the table, most workers manage to complete anywhere between 10 to 

30 deliveries or rides in a single day, depending heavily on the daily local demand. 

4.8 Daily Income 

 
 
Bar Graph 4.8 breaks down their daily earnings. Most workers take home a gross 

daily income ranging between ₹600 and ₹1,000 before deducting their out-of-pocket 

expenses. 

4.9 Monthly Income 

 

 

According to the data, the estimated monthly earnings for the majority of these 

workers fall between ₹10,000 and ₹30,000 

4.10 Income Stability 
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 However, Pie chart 4.10 paints a different picture regarding financial 

security. A large number of workers reported that their monthly income is highly 

unstable, as it completely depends on customer demand and platform algorithms. 

4.11 Fuel and Maintenance Expenses 

 

 
Table 4.11 points out that a considerable chunk of their earnings is spent purely on 

daily fuel and regular vehicle maintenance. This heavily reduces their actual take-

home profit. 

4.12 Company Benefits 

 

As seen in the data, proper social security is severely lacking. Most workers either 

do not receive any company benefits like health insurance, accidental insurance or 

they are completely unaware of how to access and claim them. 

4.13 Problems Faced 

 

 

 

 
When asked about their major daily challenges, the responses clearly show a 

pattern. The core problems include low net income, exhausting working hours, high 

fuel costs, and a complete lack of both job and social security. 
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4.14 Future Plans 
Are you planning to 

continue gig work? 

No. of 

Respondents 

Yes 02 

No 20 

Not Sure 28 

Total 50 

Finally, Table 4.14 reflects their uncertainty about tomorrow. Due to the constant 

daily challenges and lack of career growth, many workers are very unsure about 

continuing in the gig economy in the long run. 

FINDINGS 

Based on the data analysis, the following key findings regarding their economic 

conditions were observed: 

1. High Economic Dependency 

• Main source of income: Most of the workers are young males between 21 

and 30 years old. Even though many do this as a part-time job, for a significant 

number of workers, it is their primary source of income to run their families. 

• Education vs. Job choice: Even though many workers have studied up to 

Intermediate or hold a degree, a lack of regular jobs has pushed them to depend 

entirely on the gig economy for their livelihood. 

2. Income Levels and Instability 

• Average earnings: The daily gross income for most workers in this area 

ranges between ₹600 and ₹1,000. This brings their estimated monthly earnings to 

roughly ₹10,000 to ₹30,000. 

• Drop in real income: Even though they earn between ₹10,000 to ₹30,000 a 

month, their actual "take-home" income drops heavily. Since almost all workers use 

their own bikes, a huge cut of their earnings goes straight into daily petrol costs, 

regular maintenance, and monthly EMI charges for vehicle loans. 

• Highly unstable income: Their earnings are never fixed. Because they 

depend completely on daily customer demand and the number of tasks completed, 

their income fluctuates heavily from day to day. 

3. Working Hours for Financial Survival 

• Overworking to meet targets: To earn a decent income and cover their 

expenses, most workers are forced to put in more than 6 to 8 hours a day. 
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• No paid leave: Many work 6 to 7 days a week continuously. Because they 

only earn when they work, taking a day off means completely losing that day's 

income. 

4.Complete Lack of Financial Security 

• No social security: Since companies call them "partners" or "independent 

contractors" instead of regular employees, these workers do not get proper social 

security benefits like Provident Fund (PF), pension, or reliable health insurance. 

• Unaware of government help: Most workers in the Malkajgiri area are 

completely unaware of helpful government financial schemes or the e-Shram portal, 

meaning they miss out on available government protection.  

Suggestions 

Based on the findings of our study, the following practical suggestions are made to 

improve the economic conditions and daily working environment of gig workers: 

1. Better Pay and Clear Earnings 

• Ensure a guaranteed basic income: Companies should fix a minimum base 

pay for every task or hour, including waiting time. Workers should not have to 

depend completely on daily targets and incentives to survive. 

• Cover fuel and maintenance costs: Since petrol and regular bike repairs take 

a huge cut from their earnings, companies should provide a fuel allowance or 

appropriately increase the delivery charges. 

2. Health, Safety, and Insurance 

• Provide practical and easy-to-claim insurance: Companies must provide 

proper health and accident insurance. More importantly, the claim process needs to 

be simplified so that workers don't face unnecessary hurdles when they actually 

need the support. 

• Focus on women's safety: Special steps and proper support systems must be 

put in place to ensure that female gig workers feel completely secure while doing 

their jobs. 

3. Fair Treatment and Problem Solving 

• Set up a proper grievance system: Workers need a reliable, human-led 

helpdesk where they can easily report issues like unfair fines, low ratings, or sudden 

ID deactivation without proper reason. 

• Regulate platform control: There should be clear rules to ensure that the 

app's algorithms do not unfairly control the workers or unnecessarily restrict their 

freedom to choose tasks. 
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• Reduce extreme delivery pressure: Initiatives to move away from strict "10-

minute delivery" targets should be strictly implemented to reduce mental stress and 

prevent road accidents. 

4. Government Action and Future Growth 

• Include workers under labour laws: The government should take necessary 

steps to bring gig workers under standard labour laws to ensure they get proper 

social security and pension benefits. 

• Spread awareness about government schemes: Since many workers are 

completely unaware of platforms like the e-Shram portal, proper ground-level 

awareness camps should be conducted to help them register and receive actual 

benefits. 

• Introduce skill development programs: The government and companies 

should organize proper training programs to help gig workers upgrade their skills 

and move towards better employment opportunities in the future.  

Conclusion 

This study was done to understand the financial situation of gig workers in 

the Malkajgiri area. We mainly looked at people working for app-based platforms 

like food delivery, cab services, online shopping delivery, and quick 10-minute 

grocery apps. For this, we directly spoke to 50 workers on the ground and also 

checked some existing reports. 

What we found is that these gig jobs have actually given employment to a 

lot of people, especially in the cities. Most of these workers are quite young and rely 

entirely on this work for their daily income. But at the same time, the study shows 

that they are facing quite a few financial struggles. 

We noticed that many of these workers put in very long hours just to make 

a decent living, but their income is not always fixed. A big chunk of whatever they 

earn simply goes into petrol and vehicle repairs, which leaves them with very little 

in hand. Plus, a lot of them have bought their bikes or cars on loan or EMI, which 

only adds to their money problems. 

The study also points out that most of these workers don't get proper 

benefits like health insurance or PF. Even if a few companies offer insurance on 

paper, workers find it really hard to actually claim it when needed. On top of that, 

many of them don't even know about helpful government schemes like the e-Shram 

portal. 

Another major issue is the huge amount of work pressure, especially for 

those in 10-minute delivery services. This causes a lot of mental stress and is 

actually quite risky for their safety on the roads. Other common headaches include 
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the fear of losing their job anytime, confusing payout systems, and having to deal 

with difficult customers. 

So, to sum it up, while these app-based jobs do offer a flexible way to earn, 

they also leave workers with no real job security or safety net. We really need better 

rules, proper implementation of social security, and platform companies taking 

more responsibility to treat their workers fairly. Fixing these issues will go a long 

way in making life better and more secure for gig workers in the coming days.  
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APPENDIX 

A. SURVEY QUESTIONNAIRE 

Section A: Personal Information 

1. Name: __________________________ 

2. Age: 

☐ Below 20 

☐ 21–30 

☐ 31–40 

☐ 41–50 

☐ Above 50 

3. Gender: 

☐ Male 

☐ Female 

☐ Other 

4. Educational Qualification: 

☐ Below 10th 

☐ 10th Pass 

☐ Intermediate 

☐ Graduate 

☐ Postgraduate 

5. Marital Status: 

☐ Single 

☐ Married 

Section B: Type of Gig Work 

6. What type of gig work do you do? 

☐ Food delivery (Swiggy, Zomato) 

☐ Ride-hailing driver (Ola, Uber, Rapido) 

☐ E-commerce delivery (Amazon, Flipkart) 

☐ Quick / 10-minute delivery (Zepto, Blinkit, etc.) 

☐ Other: __________________ 

7. Which platform do you work for? 

☐ Swiggy 
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☐ Zomato 

☐ Uber 

☐ Ola 

☐ Rapido 

☐ Amazon 

☐ Flipkart 

☐ Zepto 

☐ Blinkit 

☐ Instamart 

☐ Jio Mart 

☐ Other: __________________ 

8. How long have you been working as a gig worker? 

☐ Less than 6 months 

☐ 6 months – 1 year 

☐ 1–2 years 

☐ More than 2 years 

9. Is gig work your main source of income? 

☐ Yes, it is my main job 

☐ No, it is a part-time job 

Section C: Working Hours 

10. How many hours do you work per day? 

☐ Less than 4 hours 

☐ 4–6 hours 

☐ 6–8 hours 

☐ More than 8 hours 

11. How many days do you work per week? 

☐ 3–4 days 

☐ 5 days 

☐ 6 days 

☐ 7 days 

12. On average, how many deliveries or rides do you complete in a day? 

☐ Less than 10 

☐ 10–20 

☐ 20–30 
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☐ More than 30 

Section D: Daily Income 

13. Income earned yesterday (₹): __________________ 

14. Income earned day before yesterday (₹): __________________ 

15. Average daily income: 

☐ Below ₹300 

☐ ₹300 – ₹600 

☐ ₹600 – ₹1000 

☐ ₹1000 – ₹1500 

☐ Above ₹1500 

Section E: Monthly Income 

16. Approximate monthly income: 

☐ Below ₹10,000 

☐ ₹10,000 – ₹20,000 

☐ ₹20,000 – ₹30,000 

☐ Above ₹30,000 

17. Is your income stable every month? 

☐ Yes 

☐ No 

Section F: Vehicle and Expenses 

18. What vehicle do you use for your work? 

☐ Bike 

☐ Scooter 

☐ Car 

☐ Auto 

☐ Other: __________________ 

19. How did you purchase this vehicle? 

☐ Fully paid (own money) 

☐ Bank loan 

☐ EMI 

☐ Borrowed vehicle 

20. Do you currently have a loan or EMI related to this vehicle? 

☐ Yes 

☐ No 

21. Approximate monthly expense on fuel and maintenance: 

☐ Below ₹2000 

☐ ₹2000 – ₹4000 
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☐ ₹4000 – ₹6000 

☐ Above ₹6000 

Section G: Company Benefits 

22. Does the company/platform provide insurance? 

☐ Yes 

☐ No 

☐ Not sure 

23. Does the company provide any other benefits? 

☐ Accident insurance 

☐ Health insurance 

☐ Incentives/bonuses 

☐ No benefits 

Section H: Working Pressure 

24. Do you feel pressure to complete deliveries quickly (e.g., 10-minute delivery)? 

☐ Yes 

☐ No 

☐ Sometimes 

25. Do fast delivery targets affect your safety while driving? 

☐ Yes 

☐ No 

☐ Sometimes 

26. Have you ever faced an accident or safety issue while working? 

☐ Yes 

☐ No 

☐ Prefer not to say 

Section I: Problems Faced 

27. What are the major problems you face in gig work? 

☐ Low income 

☐ Long working hours 

☐ Fuel expenses 

☐ Lack of job security 

☐ No social security 

☐ Customers not cooperative / rude behaviour 

☐ Platform penalties or order cancellations 

☐ Other: __________________ 

Section J: Future Plans 

28. Are you planning to continue gig work in the future? 

☐ Yes 
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☐ No 

☐ Not sure 

29. Do you think gig workers should receive government protection and benefits? 

☐ Yes 

☐ No 

Section K: Opinions and Suggestions 

30. In your opinion, what changes or suggestions would you recommend to improve 

the working conditions and lives of gig workers? 
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GST and its Impact on Business 

M.Sujatha, 

 Lecturer in Commerce, Government Degree College, Vikarabad,  

Vikarabad district. 

Abstract 

The goods and service tax is indirect tax is introduced for unified national tax 

system, reduce cascading of taxes, simplify compliance, and improve transparency. 

In India, GST was rolled out on 1st July 2017 and its categories into four type 

CGST, SGST, IGST, UTGST. Thi taxes has reformed on the 56th meeting of the 

GST Council, led by Union Finance Minister Nirmala Sitharaman, has laid the 

foundation for next-generation GST reforms. The GST system has been simplified 

to three main rates: Nil tax, 5per cent, and 18per cent, down from the original four 

rates of 5per cent, 12per cent, 18per cent, and 28per cent. The tax has reduced in a 

different sector. Additionally, certain products such as sin and luxury goods are 

subject to a higher tax rate of 40per cent. The reforms aim to benefit ordinary 

citizens, labour-intensive sectors, agriculture and farmers, healthcare, and other vital 

areas that drive economic growth. Key words: GST2.0, household, agriculture, 

automobiles, two, tyre system. 

 

 

 

 

Introduction 

The Goods and Services Tax (GST) is a comprehensive indirect tax that 

was introduced to replace a complex web of state and central levies such as Value 

Added Tax (VAT), Excise Duty, State Taxes, Central Surcharges, Entertainment 

Tax, and Luxury Tax. Its purpose is to create a unified national tax system, reduce 

cascading of taxes, simplify compliance, and improve transparency.  

The idea of GST is not new; it was first introduced in France in 1954, 

making France the first country in the world to adopt such a tax. Over time, many 

countries have followed suit to overcome challenges posed by high sales taxes and 

tariffs that often-encouraged tax evasion and smuggling. In India, GST was rolled 

out on 1st July 2017 and since then has been hailed as the most significant indirect 

tax reform since Independence. Over the years, it has steadily evolved through 

rationalization of rates and greater use of digital platforms, becoming the backbone 

of India’s indirect tax framework.  
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India’s GST structure accommodates its federal system by recognizing four 

types of GST: the Central Goods and Services Tax (CGST) levied by the Centre on 

intra-state transactions, the State Goods and Services Tax (SGST) levied by the 

states on intra-state transactions, the Integrated Goods and Services Tax (IGST) 

levied by the Centre on interstate transactions, and the Union Territory Goods and 

Services Tax (UTGST) applicable in Union Territories without their own 

legislatures. Together, these ensure smooth functioning of GST across the nation 

while balancing the fiscal powers of the Centre and states. The 56th meeting of the 

GST Council, chaired by Union Finance Minister Nirmala Sitharaman, has now 

paved the way for Next  Generation GST reforms. These reforms were first 

announced by Prime Minister Narendra Modi in his Independence Day address as a 

“Diwali gift” for the people, aimed at reducing the tax burden on the common man 

while supporting long-term growth. The reforms are designed to directly benefit 

households, farmers, MSMEs, youth, women, and the middle class, while also 

ensuring ease of doing business for traders and small entrepreneurs. The Council, 

working on the basis of consensus, approved a simplified tax structure by moving 

from the earlier four-tier system such as 5 per cent ,12 percent 18 per cent, 28 per 

cent, to just two primary slabs of 5 percent and 18 percent, along with a special de-

merit rate of 40 percent for a select set of harmful or luxury goods. 

Objective of the Study: 

• To know about the GST 2.0 in Indian economy  

• To analysis the sector wise GST reforms in India 

Scope of the Study: 

This methodology provides a comprehensive sector-wise assessment of GST 2.0 

and its implications for business competitiveness, consumer affordability, and 

economic efficiency, offering valuable insights for policymakers, businesses, and 

researchers 

Methodology: 

The study is based entirely on secondary data, which has been collected from peer-

reviewed journals, industry reports, government publications, and credible websites. 

This allows for a comprehensive understanding of both theoretical perspectives and 

practical sectoral impacts of GST 2.0. Data Analysis The collected data has been 

systematically analyzed sector-wise to evaluate the effects of GST 2.0 reforms. The 

sectors included in the analysis are:  

1. Pharmaceuticals – examining the impact on drug pricing, exemptions on life-

saving medicines, and operational efficiencies.  

2. Insurance – GST exemption on health and life insurance, affordability, and 

impact on insurance penetration and household financial security.  
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3. Real Estate – assessing changes in construction costs, input credits, and housing 

affordability. 4. Textiles – evaluating compliance costs, cascading tax reduction, 

and benefits to organized and unorganized players.  

5. Agriculture – studying the effect on farm inputs, machinery, and distribution 

channels.  

6. Automobiles – analyzing rate rationalization, luxury tax slab implications, and 

sectoral demand.  

7. Consumer Durables – assessing affordability, pricing, and supply-chain 

efficiency.  

8. Hospitality – evaluating taxation on services, F&B, and the effect on occupancy 

and consumer spending.  

The study uses a comparative and descriptive analytical approach, examining how 

the tax rationalization, slab restructuring, and exemptions under GST 2.0 affect 

these sectors. Insights from the analysis are then synthesized to understand the 

overall economic transformation resulting from the reform. 

 This paper focuses on the conceptual understanding of the different GST 2.0 slabs 

in India  

Sector/Product/Service PreviousGSTRate NewGSTRate NewSlab 

Household& Essentials 

Soaps,Sham

poos, 

Toothpaste 

18% 5% Merit 

PackagedFoods(biscuit

s, namkeens) 

12%or18% 5% Merit 

UHTMilk,Paneer,India

n Breads 

5% 0% Exempt 

ConsumerDiscretionary 

TVs,ACs, 

Refrigerators 

28% 18% Standard 

SmallCars(<1200cc) 28% 18% Standard 

Bikes(≤350cc) 28% 18% Standard 

Core Industries 

Cement 28% 18% Standard 

CommercialG

oods Vehicles 

(trucks) 

28% 18% Standard 

Services 

HotelStays(<₹7,500/da

y) 

12% 5% Merit 
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Salons,Gyms,Yoga 

Services 

18% 5% Merit 

IndividualHealth&Life 

Insurance 

18% 0% Exempt 

Agriculture&Healthcare 

FarmMachinery,Tracto

rs 

12% 5% Merit 

33Life-SavingDrugs 12% 0% Exempt 

OtherMedicines 12% 5% Merit 

Sin&LuxuryGoods 

LuxuryCars,Premium 

Bikes 

28%+ Cess 40% De-merit 

AeratedSugary Drinks 28% 40% De-merit 

Analysis and Interpretation GST 2.0 replaces the previous complex four-slab system 

(5%, 12%, 18%, 28%) with a simplified regime consisting of:  Two main GST 

slabs: 5% for essential and merit goods, and 18% for standard goods. 

  A new 40% demerit tax on luxury and sin goods (e.g., tobacco, pan masala, 

luxury cars) to protect government revenue. 

 Full exemption (nil GST) for essential items like UHT milk, paneer, Indian 

breads, life and health insurance policies, and many life-saving drugs. 

Rate Rationalization and Tax Burden Reduction  GST rates on several household 

items and consumer durables, including small cars, TVs, air conditioners, and 

cement, have been reduced from 28% to 18%.   

Fertilizer inputs, agriculture machinery (tractors, harvesters), and labor-intensive 

goods (handicrafts, marble, leather) attract lowered GST at 5% to encourage rural 

and green economy growth.   

Medical devices and selected pharmaceuticals now incur a reduced GST of 5% or 

nil, improving healthcare affordability.  

Ease of Compliance and Digital Integration   

Introduction of pre-filled GST returns and faster refunds to address delays and 

reduce compliance burden for taxpayers, especially MSMEs.  

 GST Appellate Tribunal (GSTAT) to be operational to expedite tax dispute 

resolution,minimize litigation, and improve predictability for businesses.   

Emphasis on technology-driven compliance such as AI-assisted invoice matching, 

mandatory harmonized classification (HSN/SAC codes), and real-time invoice 

tracking.  

Structural Reforms for Fiscal Efficiency   

Removal of inverted duty structures to ensure smoother input tax credit flow and 

reduce blocked credits, with a focus on sectors like pharmaceuticals and textiles.   
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Rationalization of GST slabs helps reduce classification conflicts, thereby 

facilitating tax administration efficiency and better governance.   

Sustaining government revenues by imposing higher tax on luxury goods while 

easing the burden on common consumers to stimulate demand and economic 

growth.  

Economic and Social Impact   

GST 2.0 is designed to boost domestic manufacturing, promote green energy 

adoption, and improve affordability for consumers on essentials and healthcare.   

Reduced GST rates on life-saving drugs and health insurance strengthen India’s 

goal of universal healthcare coverage.   

Improved ease of doing business supports faster economic growth, formalization of 

the economy, and a more transparent indirect tax system for the country.  

In summary, GST 2.0 represents India’s most significant indirect tax reform since 

the original GST rollout in 2017, balancing simplicity, equity, and efficiency while 

fostering a growth oriented and taxpayer-friendly ecosystem. 

Result and discussion: GST system is now NIL percent, 5 percent and 18 per cent 

declined from the four original rate of 5 per cent ,12 percent 18 per cent and 28 per 

cent. Besides the rate of some product like sin and luxury goods taxes at 40 percent. 

Positive Impact:  

• Lower Prices and Higher Demand: Reduced prices for goods and services increase 

household purchasing power and boost consumption.  

• Support for MSMEs: Lower GST on inputs like cement, auto parts, and 

handicrafts reduces costs, enhancing the competitiveness of small businesses. 

• Simplified Compliance: A two-rate system minimizes disputes, accelerates 

decision-making, and makes tax compliance easier.  

• Promotion of Manufacturing: Addressing inverted duty structures strengthens 

domestic individual output and encourages exports.  

• Economic Growth: Reduced costs drive higher demand, expand the tax base, boost 

revenues, and support sustainable economic growth.  

• Social Welfare: GST exemptions on life and health insurance and essential 

medicines improve household security and accessibility. 

Negative Impact: 

• Revenue Shortfall: Lower and Nil GST rates on many goods are causing 

significant losses, putting pressure on state finances.  

• Complexity for Businesses: MSMEs struggle with frequent rule changes, updating 

systems, and limited digital skills. The GST portal can also crash during busy 

periods.  
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• Impact on Small Retailers: Unregistered retailers can’t claim input tax credits, 

squeezing their margins. • Inventory and Documentation Issues: Updating old stock 

and ERP systems for new tax rules is costly and tricky. IV.  

Conclusion: 

The GST Council proposed measures that directly benefit the common man, 

women, youth, farmers, MSME entrepreneurs, and small business owners. The 

reforms focus on supporting the common citizen, labour-intensive industries, 

agriculture and farmers, healthcare, and other key drivers for strengthen the 

economy. The reduction in taxation for essential goods and emerging technologies 

from varies sector underscore forwards looking approach that combine affordability 

with competitiveness.  
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GST and Its Implications on MSMEs: A Case Study in Chevella 

Municipal Area in Ranga Reddy District of Telangana 

 

Dr. M. A. Malik,  

Professor of Economics, Collegiate Education, Telangana (Government Degree 

College Chevella),Ranga Reddy District, Telangana.  

Abstract 

The introduction of the Goods and Services Tax (GST) in India represents one of 

the most significant indirect tax reforms aimed at simplifying the complex tax 

structure and creating a unified national market. Implemented on 1 July 2017, GST 

replaced multiple indirect taxes such as excise duty, service tax, value added tax, 

and entry tax, thereby reducing the cascading effect of taxation and improving 

transparency in the tax system. Micro, Small and Medium Enterprises (MSMEs), 

which form the backbone of the Indian economy, play a vital role in employment 

generation, industrial production, and regional economic development. The 

implementation of GST has significantly influenced the operational environment of 

MSMEs by altering taxation procedures, compliance requirements, and cost 

structures. 

The present study examines the history and structural changes of GST and analyzes 

its implications for MSMEs with special reference to the Chevella Municipal Area 

of Rangareddy District in Telangana. The study is based on both primary and 

secondary data. Primary data were collected through field surveys and interactions 

with MSME owners operating in retail trade, services, and small manufacturing 

units in the study area. Secondary data were obtained from government reports, 

research articles, and official publications related to GST and MSME development. 

The analysis focuses on the impact of GST on sales, revenue, profit margins, tax 

compliance, compliance expenditure, input expenditure, and managerial 

expenditure of MSMEs. The findings indicate that GST has improved transparency 

in business transactions and facilitated market integration by removing interstate 

trade barriers. At the same time, the study observes that small enterprises initially 

faced challenges related to digital compliance, accounting procedures, and increased 

administrative costs. However, with growing awareness and adaptation to the new 

taxation framework, many MSMEs have gradually adjusted to the GST system. 

The study concludes that while GST has introduced certain compliance challenges 

for MSMEs, it has also created opportunities for improved market access, better tax 

transparency, and long-term business growth. Strengthening awareness programs, 
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simplifying compliance procedures, and improving digital infrastructure can further 

enhance the effectiveness of GST for MSMEs in semi-urban areas such as Chevella. 

 

I. Introduction 

i. Concept, Origin, Mechanism and Dynamics of GST 

The Goods and Services Tax (GST) is one of the most significant tax reforms 

introduced in India to simplify the indirect taxation system. Before the 

implementation of GST, the Indian tax structure consisted of several indirect taxes 

imposed by both the central and state governments. These included central excise 

duty, service tax, value added tax (VAT), entry tax, luxury tax and entertainment 

tax. The presence of multiple taxes often created complexity in tax administration 

and resulted in cascading effects where tax was levied on tax. This increased the 

cost of production and ultimately affected the prices of goods and services. 

The idea of introducing GST in India emerged as part of broader economic reforms 

aimed at modernizing the tax system. The objective was to integrate various indirect 

taxes into a unified framework and create a common national market. After several 

years of discussions and consultations between the central and state governments, 

the Goods and Services Tax was implemented on 1 July 2017 following the 101st 

Constitutional Amendment Act of 2016. GST replaced many existing indirect taxes 

and established a destination-based taxation system. 

GST is a value-added tax levied on the supply of goods and services. Under this 

system, tax is collected at each stage of production and distribution, while 

businesses are allowed to claim input tax credit for taxes paid on earlier 

transactions. This mechanism eliminates the cascading effect of taxation and 

ensures that the final tax burden is borne by the end consumer. The GST system in 

India follows a dual model consisting of Central GST (CGST), State GST (SGST) 

and Integrated GST (IGST) for inter-state transactions. 

Since its implementation, GST has undergone several changes aimed at simplifying 

compliance and improving efficiency in tax administration. The tax structure 

includes multiple slabs such as 0 percent, 5 percent, 12 percent, 18 percent and 28 

percent, depending on the nature of goods and services. The government has also 

introduced reforms such as the composition scheme for small taxpayers, e-

invoicing, and digital return filing through the GST Network portal. These reforms 

are intended to enhance transparency and streamline tax administration across the 

country. 

Micro, Small and Medium Enterprises (MSMEs) play a crucial role in the Indian 

economy. They contribute significantly to employment generation, industrial output 

and exports. The introduction of GST has had a considerable impact on the MSME 
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sector by altering the taxation framework under which these enterprises operate. 

While GST has improved transparency and created opportunities for business 

expansion, it has also increased compliance requirements for small enterprises. 

Therefore, it becomes important to study the implications of GST on MSMEs at the 

local level. 

ii. Objectives of the Study 

1. To examine the concept, history and structural changes of the Goods and Services 

Tax in India. 

2. To analyse the overall implications of GST on Micro, Small and Medium 

Enterprises. 

3. To evaluate the impact of GST on MSMEs operating in the Chevella Municipal 

Area of Rangareddy District. 

4. To identify the opportunities and challenges experienced by MSMEs after the 

implementation of GST. 

iii. Hypotheses 

1. GST has significantly influenced the operational environment of MSMEs in 

India. 

2. GST has improved transparency and tax compliance among business enterprises. 

3. The implementation of GST has both positive and negative implications for 

MSMEs in the Chevella Municipal Area. 

iv. Methodology 

The present study is based on both primary and secondary data sources. Primary 

data were collected through field surveys, personal interviews and structured 

questionnaires administered to selected MSME owners operating in the Chevella 

Municipal Area of Rangareddy District. The sample includes enterprises engaged in 

retail trade, service activities and small-scale manufacturing. 

Secondary data were collected from government publications, GST council reports, 

research journals, books and official statistics related to taxation reforms and 

MSME development in India. The collected information was analysed using 

descriptive analytical methods in order to understand the impact of GST on the 

operational environment of MSMEs. 

The study focuses particularly on changes in business practices, tax compliance 

procedures, cost structures and market opportunities for MSMEs after the 

implementation of GST. The Chevella Municipal Area was selected as the study 

area because it represents a growing semi-urban commercial centre where several 

small businesses operate. 
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II.Review of Literature 

The introduction of the Goods and Services Tax (GST) in India has attracted 

considerable attention from researchers, economists and policy analysts. Several 

studies have examined its impact on the economy, particularly on the Micro, Small 

and Medium Enterprises (MSME) sector. These studies highlight both the 

opportunities and challenges created by the GST regime for small businesses. 

Early discussions on GST emphasized its role in simplifying the indirect tax system 

and promoting economic efficiency. According to Kelkar (2009), GST was 

expected to eliminate the cascading effect of taxes and create a unified national 

market, thereby improving productivity and economic growth. Similarly, Ahluwalia 

(2013) argued that GST would enhance transparency in the taxation system and 

reduce compliance costs in the long run. These early perspectives viewed GST as a 

structural reform that could significantly modernize India's tax administration. 

Several empirical studies have examined the economic implications of GST after its 

implementation. Mohan and Prasad (2018) observed that GST has simplified the 

indirect tax structure by integrating multiple taxes into a single system. The authors 

noted that the availability of input tax credit under GST has reduced the tax burden 

on businesses and improved supply chain efficiency. However, they also pointed 

out that the transition to a digital tax administration system posed challenges for 

small enterprises that lacked technological resources. 

The impact of GST on MSMEs has been widely discussed in academic literature. 

Sharma (2021) found that GST has increased transparency and accountability in 

business operations by requiring proper documentation and invoice-based 

transactions. The study highlighted that while GST has improved formalization of 

the economy, many small enterprises initially struggled with compliance 

requirements such as online registration, return filing and maintenance of digital 

records. 

Similarly, Kumar and Sharma (2022) examined the effects of GST on small 

businesses and concluded that GST has created both positive and negative outcomes 

for MSMEs. On the positive side, the reform has facilitated interstate trade and 

expanded market opportunities for small firms. On the negative side, compliance 

costs and frequent changes in GST rules have created uncertainty among 

entrepreneurs. 

Another important contribution is provided by Rao and Patel (2019), who studied 

the effect of GST on small and medium enterprises in India. Their research revealed 

that GST has improved the tax compliance culture among businesses and reduced 

tax evasion through digital monitoring systems. However, the authors also observed 
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that the increased administrative burden of filing multiple returns and maintaining 

electronic records created difficulties for micro and small enterprises. 

The Reserve Bank of India (2023) in its report on the MSME sector emphasized 

that GST has encouraged the formalization of small businesses by integrating them 

into the formal tax system. The report also noted that access to input tax credit and 

the removal of interstate tax barriers have improved business opportunities for 

MSMEs. 

Despite these advantages, several studies have pointed out that the transition to GST 

has not been smooth for all enterprises. Joshi (2020) highlighted that small traders 

and service providers often face challenges related to technological literacy and 

accounting practices required for GST compliance. The study suggested that 

training and awareness programs are necessary to help MSMEs adapt to the new tax 

regime. 

Overall, the literature indicates that GST has brought significant structural changes 

to the taxation environment in India. While the reform has improved transparency, 

market integration and tax efficiency, it has also created compliance challenges for 

MSMEs. Most existing studies focus on the national or state-level impact of GST, 

while limited research has been conducted at the local level. Therefore, the present 

study attempts to examine the implications of GST on MSMEs in the Chevella 

Municipal Area of Rangareddy District, thereby contributing to the understanding 

of GST's impact at the grassroots level. 

III. Analysis of the Impact of GST on MSMEs in Chevella Municipal Area 

The Chevella Municipal Area in Rangareddy District has experienced significant 

growth in small-scale business activities in recent years. The local economy consists 

mainly of retail shops, service establishments, agricultural input suppliers and small 

manufacturing units. Most of these enterprises fall under the MSME category and 

play a crucial role in generating employment and supporting the local economy. 

The introduction of GST has brought several changes to the business environment 

in Chevella. One of the most noticeable changes is the formalization of business 

transactions. Under GST, businesses are required to maintain proper invoices, 

digital records and regular tax filings. This has increased transparency and 

accountability in business operations. 

Another important impact observed in the Chevella area is the expansion of 

marketopportunities. Prior to GST, multiple state taxes and entry barriers restricted 

the movement of goods across states. GST has reduced such barriers and enabled 

businesses to participate more easily in interstate trade. This has opened new market 

opportunities for MSMEs. 
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However, the transition to GST has also posed several challenges. Many small 

entrepreneurs initially faced difficulties in understanding GST procedures, including 

registration, return filing and input tax credit claims. The requirement for digital 

compliance through online systems was particularly challenging for businesses that 

lacked technological knowledge or access to professional accounting services. 

Despite these challenges, many MSMEs in Chevella have gradually adapted to the 

GST system. Increased awareness, assistance from tax professionals and 

improvements in digital infrastructure have helped businesses adjust to the new 

taxation regime. As a result, GST is slowly becoming an integral part of the 

business environment in the region. 

i. Impact on Sales 

The introduction of the Goods and Services Tax has had a noticeable influence on 

the sales performance of MSMEs operating in the Chevella Municipal Area. Before 

the implementation of GST, the presence of multiple indirect taxes and interstate 

trade barriers created difficulties for small enterprises in expanding their markets. 

With the introduction of GST, several indirect taxes were integrated into a single 

tax structure, which simplified the movement of goods across states and reduced 

transaction costs. As a result, many MSMEs experienced an expansion in their 

potential market reach. Businesses engaged in retail trade and small-scale 

manufacturing reported that GST enabled them to participate more actively in 

regional markets and supply chains. 

However, the initial phase of GST implementation also created temporary 

disruptions in sales for some enterprises. The need to understand new tax 

procedures, changes in pricing structures and adjustments in accounting practices 

caused short-term uncertainty among traders and consumers. Some small 

enterprises in Chevella reported a decline in sales during the early transition period 

due to confusion regarding GST rates and compliance procedures. Over time, as 

businesses became familiar with the GST system and adopted digital invoicing and 

record-keeping practices, sales performance gradually stabilized. Overall, GST has 

contributed to improved market integration and the potential for increased sales 

opportunities for MSMEs. 

ii. Impact on Revenue 

The implementation of GST has also influenced the revenue patterns of MSMEs in 

the Chevella Municipal Area. Revenue generation in small enterprises is closely 

linked to market access, pricing strategies and consumer demand. By removing 

multiple tax barriers and simplifying the indirect tax system, GST has improved the 

overall efficiency of the market environment. Many MSMEs reported that GST 
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facilitated smoother transactions and reduced delays associated with tax compliance 

across different jurisdictions. 

At the same time, the introduction of GST required businesses to restructure their 

pricing strategies. Since GST is a destination-based tax that allows input tax credit, 

enterprises had to revise their cost calculations and pricing policies to remain 

competitive. In some cases, the availability of input tax credit helped reduce the 

overall tax burden on production, which positively influenced revenue generation. 

However, certain MSMEs faced challenges in maintaining stable revenue levels 

during the initial period of GST implementation due to adjustments in tax 

compliance and accounting practices. Despite these initial challenges, the long-term 

revenue prospects for MSMEs appear to have improved due to better market 

integration and transparency. 

iii. Impact on Profit Margin 

Profit margin is an important indicator of business sustainability for MSMEs. The 

introduction of GST has affected profit margins in both positive and negative ways. 

One of the key advantages of GST is the availability of input tax credit, which 

allows businesses to claim credit for taxes paid on raw materials and intermediate 

goods. This mechanism reduces the cascading effect of taxation and lowers 

production costs, thereby improving profit margins for many enterprises. 

In the Chevella Municipal Area, several MSMEs reported that the input tax credit 

system helped them manage costs more efficiently and improve their profit margins 

over time. Businesses that maintained proper documentation and accounting records 

were able to benefit from the tax credit mechanism. However, some small 

enterprises initially experienced pressure on their profit margins due to compliance 

costs and the need to invest in digital accounting systems. In addition, fluctuations 

in GST rates and adjustments in pricing strategies also affected profitability during 

the transition period. Despite these challenges, many enterprises gradually adapted 

to the GST system and reported improved cost management in the long run. 

iv. Impact on Tax Compliance 

GST has significantly transformed the tax compliance environment for MSMEs. 

One of the primary objectives of GST was to improve transparency and ensure 

better tax compliance through a technology-driven system. Under the GST 

framework, businesses are required to register online, issue tax invoices, maintain 

digital records and file periodic returns through the GST Network portal. 

In the Chevella Municipal Area, MSMEs initially faced difficulties in adapting to 

the digital compliance requirements of GST. Many small traders lacked adequate 

knowledge of online filing procedures and required assistance from tax consultants 

or accountants. However, over time, awareness about GST compliance increased, 
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and many businesses developed the capacity to manage digital record-keeping and 

return filing procedures. The introduction of GST has also encouraged the 

formalization of business activities, as enterprises are now required to maintain 

transparent financial records. Overall, GST has strengthened the culture of tax 

compliance among MSMEs. 

v. Impact on Compliance Expenditure 

While GST has improved transparency in taxation, it has also increased compliance 

expenditure for small enterprises. Compliance expenditure refers to the costs 

incurred by businesses in meeting regulatory requirements, including accounting 

services, tax consultation and technological investments. Under the GST regime, 

MSMEs are required to maintain detailed records, file regular returns and comply 

with digital documentation procedures. 

Many MSMEs in Chevella reported that they had to hire professional accountants or 

tax consultants to manage GST-related procedures. This increased their operational 

expenses, particularly for very small enterprises with limited financial resources. 

Additionally, the requirement to adopt computer-based accounting systems and 

internet-based filing procedures increased administrative costs. Although the 

government introduced simplified schemes such as the composition scheme to 

reduce compliance burdens for small businesses, the overall compliance 

expenditure remains a concern for many MSMEs. 

vi. Impact on Inputs Expenditure 

The introduction of GST has also affected the expenditure on inputs used by 

MSMEs in production and business operations. Inputs include raw materials, 

intermediate goods and services required for production and distribution activities. 

One of the major advantages of GST is the availability of input tax credit, which 

allows businesses to offset the tax paid on inputs against the tax payable on output. 

For MSMEs operating in the Chevella Municipal Area, the input tax credit 

mechanism has helped reduce the effective cost of inputs in many cases. Businesses 

that procure raw materials from registered suppliers are able to claim tax credits, 

thereby lowering their production costs. This has encouraged enterprises to maintain 

formal supply chains and transact with registered suppliers. However, some small 

enterprises reported difficulties in claiming input tax credit due to documentation 

requirements and procedural complexities. Despite these challenges, GST has 

generally improved efficiency in the procurement and utilization of inputs. 

vii. Impact on Managerial Expenditure 

Managerial expenditure refers to the administrative and management-related costs 

incurred by businesses in running their operations. The implementation of GST has 
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increased managerial responsibilities for MSMEs, particularly in areas related to 

accounting, record-keeping and compliance management. 

Many enterprises in Chevella reported that business owners had to devote additional 

time and resources to understanding GST regulations and managing compliance 

procedures. Some firms appointed dedicated staff or external professionals to 

handle GST-related documentation and return filing. This resulted in an increase in 

managerial expenditure, especially during the initial phase of GST implementation. 

However, over time, the adoption of digital accounting software and standardized 

procedures has helped reduce the managerial burden to some extent. Businesses that 

effectively integrated GST compliance into their management systems have been 

able to streamline administrative processes and improve operational efficiency. 

Thus, while managerial expenditure increased during the transition period, the long-

term impact of GST on managerial efficiency appears to be gradually improving. 

IV. Conclusion 

The Goods and Services Tax represents a major milestone in India’s taxation reform 

process. By replacing multiple indirect taxes with a unified tax system, GST has 

simplified tax administration and created a common national market. The reform 

has improved transparency in business transactions and reduced the cascading effect 

of taxes. 

For MSMEs, GST has brought both opportunities and challenges. On the positive 

side, it has improved market integration, facilitated input tax credit benefits and 

enhanced transparency in business operations. On the negative side, compliance 

requirements and digital procedures have increased the administrative burden for 

small enterprises. 

The case study of the Chevella Municipal Area indicates that MSMEs initially faced 

difficulties in adapting to GST but are gradually adjusting to the new system. With 

improved awareness and institutional support, GST has the potential to contribute to 

the long-term growth and sustainability of MSMEs. 

VI. Limitations of the Study 

i. The study is limited to MSMEs operating in the Chevella Municipal Area of 

Ranga Reddy District. 

ii. The sample size of respondents is relatively small due to time and resource 

constraints. 

iii. The findings are based mainly on responses collected from selected enterprises 

and may not represent the entire MSME sector. 

VII. Suggestions 

i. Government agencies should organize training and awareness programs to help 

MSME owners understand GST procedures and digital filing systems. 
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ii. Simplification of GST return filing and compliance procedures would reduce the 

administrative burden on small enterprises. 

iii. Improved access to digital infrastructure and professional accounting services 

can help MSMEs adapt more effectively to the GST system. 

iv. Policy makers should design supportive measures specifically targeted at 

strengthening the MSME sector under the GST regime. 
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Abstract: 

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

India’s indirect tax system, aiming to create a unified national market and improve 

economic efficiency. This study examines the impact of GST on the 

competitiveness of Micro, Small, and Medium Enterprises (MSMEs), which play a 

crucial role in employment generation and industrial growth. The paper analyzes 

how GST has influenced cost structures, compliance requirements, market access, 

and supply chain efficiency for MSMEs. 

While GST has reduced cascading taxes and enabled smoother interstate trade, it 

has also introduced compliance challenges, particularly for smaller firms with 

limited financial and technological resources. The study highlights that digital filing 

requirements and frequent regulatory changes initially increased the operational 

burden on MSMEs. However, over time, improved input tax credit mechanisms and 

greater formalization have contributed to enhanced transparency and 

competitiveness. 

The findings suggest that although GST presents short-term challenges, it offers 

long-term benefits by integrating MSMEs into formal value chains and expanding 

their market reach. The paper concludes with policy recommendations to simplify 

compliance procedures, strengthen digital support systems, and provide targeted 

assistance to MSMEs to fully realize the benefits of GST 

Keywords :  GST  MSMEs Competitiveness Tax Reform Compliance 

Formalization Supply Chain Efficiency  Digital Taxation Small Business Growth. 

Introduction: 

Micro, Small, and Medium Enterprises (MSMEs) play a crucial role in the 

Indian economy by contributing significantly to GDP, exports, and employment 

generation. The introduction of GST in 2017 replaced multiple indirect taxes with a 

unified tax system, aiming to simplify the tax structure and promote ease of doing 

business. 

Before GST, MSMEs faced a complex tax regime involving multiple state 

and central taxes. GST was expected to eliminate these inefficiencies and create a 
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level playing field. However, the transition posed several challenges, especially for 

small businesses with limited resources. 

Impact of GST on MSMEs 

Positive Effects 

GST has introduced a uniform tax system across the country, which has 

reduced tax-related complexities. One of the key benefits is the availability of Input 

Tax Credit (ITC), allowing businesses to reduce their tax liability on inputs. This 

has lowered production costs and improved pricing competitiveness. 

Additionally, GST has increased transparency through digital tax filing and 

invoice matching. This has encouraged formalization of businesses, enabling 

MSMEs to access formal credit and expand operations. The removal of interstate 

tax barriers has also facilitated smoother movement of goods, helping MSMEs 

reach wider markets. 

Negative Effects 

Despite its benefits, GST has posed several challenges for MSMEs. 

Compliance requirements, including frequent return filing and digital record-

keeping, have increased administrative costs. Many small businesses lack the 

technological infrastructure and expertise needed for GST compliance. 

Another major issue is the delay in GST refunds, which affects the working 

capital of MSMEs. Smaller firms often face cash flow problems, reducing their 

ability to invest and compete effectively. Moreover, GST has intensified 

competition by bringing unorganized businesses into the formal sector, exposing 

MSMEs to larger, more efficient firms. 

GST has improved operational efficiency and supply chain integration, 

which are essential for competitiveness. However, the initial burden of compliance 

and increased costs has affected smaller enterprises more severely. While large 

firms benefit from economies of scale, MSMEs must adapt quickly to survive in the 

new tax environment. 

Objectives.  

 To analyze the impact of GST on MSME competitiveness 

 To identify challenges faced by MSMEs under GST 

 To evaluate the benefits of GST for small businesses 

 To suggest policy measures for improving MSME performancetives: 

Review of Literature  

Several studies have examined the impact of the Goods and Services Tax 

on MSMEs, with mixed findings. 
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Reports by the GST Council highlight that GST has improved tax transparency, 

reduced cascading effects, and created a unified national market. These changes are 

believed to enhance long-term business efficiency. 

Studies from the Ministry of Micro, Small and Medium Enterprises indicate 

that MSMEs have benefited from better market access and formalization. However, 

they also point out increased compliance costs and operational challenges, 

especially for small firms. 

Research Methodology 

This study adopts a descriptive and analytical research design to examine 

the impact of Goods and Services Tax (GST) on the competitiveness of Micro, 

Small and Medium Enterprises (MSMEs). 

Research Design 

The research is based on a mixed-method approach, combining both 

quantitative and ualitative techniques.The descriptive a spect focuses on 

understanding the current status of MSMEs under GST, while the analytical 

approache valuates the relationship between GST implementation and 

competitiveness indicators. 

Data Collection 

Primary Data: 

 data is collected through structured questionnaires and personal interviews 

with MSME owners, managers, and accountants. The questionnaire includes both 

closed-ended and Likert scale questions to capture perceptions regarding GST 

compliance, cost implications, a Primarynd business performance. 

Secondary Data: 

Secondary data is obtained from published sources such as government 

reports, journals, and official websites of organizations like the  and the . Additional 

information is gathered from RBI reports, research articles, and economic surveys. 

Data Analysis: 

The study analyzes responses collected from MSMEs across manufacturing, 

trading, and service sectors to understand the impact of GST on their 

competitiveness. 

Cost Structure Analysis: 

A significant portion of respondents indicated an increase in operational 

costs due to GST compliance requirements such as hiring tax professionals, 

purchasing accounting software, and maintaining digital records. 
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Compliance Burden: 

Most respondents reported that GST procedures, including return filing and 

documentation, are complex and time-consuming. Smaller enterprises particularly 

face challenges due to lack of technical expertise. 

Profitability Analysis: 

The analysis reveals that nearly half of the MSMEs experienced a decline in 

profit margins post-GST implementation. However, some firms benefited from 

input tax credit and reduced cascading taxes. 

Market Competitiveness: 

GST has enabled better interstate trade by eliminating multiple indirect 

taxes. Many MSMEs reported improved access to wider markets, although 

increased competition has also been observed. 

Statistical Analysis: 

Correlation and regression analysis indicate that GST-related factors such 

as compliance cost and tax procedures significantly influence MSME 

competitiveness. A negative relationship is observed between compliance burden 

and profitability 

Findings: 

 GST has increased compliance costs for MSMEs 

 Complex filing procedures affect operational efficiency 

 Profitability has declined for many firms in the short term 

 Input tax credit benefits are not fully utilized by all MSMEs 

 Market access has improved due to a unified tax system 

 Smaller firms are more adversely affected than larger MSMEs 

Suggestions 

 GST has improved tax transparency and reduced cascading effects. 

 Simplifying GST return filing can reduce compliance burden on MSMEs. 

 Faster refund processing helps improve MSME cash flow. 

 Rationalizing tax rates avoids inverted duty structures. 

 Expanding the composition scheme benefits small businesses. 

 Improving Input Tax Credit (ITC) system ensures smoother operations. 

 Digital strengthening of the GST Portal can reduce errors. 

 MSMEs need better access to credit through schemes like Credit Guarantee 

Fund Trust for Micro and Small Enterprises (CGTMSE). 

 Promoting digital payments and fintech improves financial inclusion. 

 Technology adoption enhances productivity and competitiveness. 

 Skill development programs should be strengthened by the Ministry of 

Micro, Small and Medium Enterprises. 
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 MSMEs should be encouraged to use platforms like Government e-

Marketplace (GeM). 

 Cluster development reduces production and logistics costs. 

 Strict enforcement of timely payments improves MSME sustainability. 

 Overall, GST reforms and MSME support policies together boost economic 

growth and competitiveness. 

Conclusion 

The introduction of the Goods and Services Tax (GST) has been a 

transformative reform for India’s economic landscape, particularly for Micro, 

Small, and Medium Enterprises (MSMEs). By replacing a complex web of indirect 

taxes with a unified system, GST has improved transparency, reduced cascading tax 

effects, and created a more level playing field across states. 

For MSMEs, GST has brought both opportunities and challenges. On one 

hand, it has enabled easier interstate trade, better input tax credit utilization, and 

formalization of businesses, which enhances long-term competitiveness. On the 

other hand, compliance requirements, digital filing processes, and working capital 

pressures have posed initial difficulties, especially for smaller enterprises with 

limited resources. 

Overall, GST has the potential to significantly strengthen MSME 

competitiveness in India by integrating them into the formal economy and 

improving efficiency. However, to fully realize these benefits, continuous policy 

support, simplified compliance mechanisms, and capacity-building initiatives are 

essential. With the right support, MSMEs can leverage GST as a catalyst for 

growth, innovation, and global competitiveness. 
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Abstract 

Goods and Services Tax (GST), implemented in India on July 1, 2017, stands as one 

of the most significant tax reforms in the nation's history, introduced with the vision 

of "One Nation, One Tax, One Market." This study examines the impact of GST on 

small and medium businesses, with special reference to Jangaon District, 

Telangana. Small and medium enterprises form the backbone of the Indian 

economy, contributing approximately 30% to the GDP and providing employment 

to over 110 million people. Understanding how this major tax reform affects this 

vital sector is therefore of critical importance. 

The study employed a descriptive research design, collecting primary data from 50 

retailers across various business categories including warehouse stores, 

departmental stores, discount stores, supermarkets, and e-tailers. A structured 

questionnaire was used to gather information on business profiles, awareness levels, 

problems faced during GST implementation, impact on business operations, and 

satisfaction with the current system. Secondary data was collected from published 

research papers, government websites, and other relevant sources. Convenience 

sampling was used to select respondents, and data was analyzed using percentage 

analysis. 

The findings reveal that GST has significantly affected small and medium 

businesses, with 80% of respondents reporting high to very high impact on their 

operations. The transition period was particularly difficult, with only 31% of 

business owners reporting positive business flow during the initial implementation 

phase. Major challenges identified include technical issues with the GST portal, 

increased compliance costs, difficulty understanding GST rules, problems claiming 

Input Tax Credit (ITC), and unique difficulties faced by rural businesses with 

limited internet connectivity and access to tax consultants. 

Despite some improvements following rate revisions and procedural simplifications, 

satisfaction levels remain low, with only 20% of respondents expressing satisfaction 

with the current GST system. Opinion is divided on whether GST benefits retailers, 

with 44% agreeing that it does, while 30% disagree and 26.8% remain neutral. The 
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study also found that 60% of respondents had been in business for over five years, 

enabling meaningful comparison between the previous VAT system and the current 

GST regime. Rural businesses constituted 66% of the sample, highlighting the 

importance of addressing rural-specific challenges in tax administration. 

The study concludes that while GST has conceptual merits in terms of transparency 

and elimination of cascading tax effects, its implementation has posed substantial 

challenges for small businesses. The paper offers recommendations for both 

business owners and policymakers, including simplification of tax slabs, 

improvement of the GST portal, reduction of compliance burden, enhanced training 

and awareness programs, and addressing Input Tax Credit issues. 

 

 

Keywords: Goods and Services Tax (GST), Small and Medium Business, Retailers, 

Tax Reform, Compliance Burden, Input Tax Credit, Jangaon District, Telangana, 

India 

 

 

1. Introduction 

1.1 What is Tax? 

The word "tax" comes from the Latin word "taxare" meaning "to estimate." A tax is 

not a voluntary payment or donation. It is an enforced contribution that the 

government collects from individuals and businesses. The government uses this 

money to fund public services like roads, schools, hospitals, defence, and other 

facilities that benefit everyone. 

Taxes are of two main types: 

 Direct Tax: Paid directly to the government by the person on whom it is 

imposed (like Income Tax)  

 Indirect Tax: Paid by one person but passed on to another (like GST, 

where businesses collect tax from customers and pay it to the government)  

1.2 What is GST? 

GST stands for Goods and Services Tax. It is one of the biggest tax reforms in 

India's history. Before GST, multiple taxes were charged by central and state 

governments, leading to complexity and cascading taxation. GST brought all these 

under one umbrella with the idea of "One Nation, One Tax, One Market." 

1.3 How GST Works 

GST is a comprehensive, multi-stage, destination-based tax levied on every 

value addition: 
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 Comprehensive: Covers most goods and services  

 Multi-stage: Applied at each stage of the supply chain  

 Destination-based: Tax goes to the state where goods are consumed  

 Value addition: Tax is paid only on added value through Input Tax Credit  

1.4 Why Study GST and Small Business? 

Small and medium businesses: 

 Contribute about 30% to India’s GDP  

 Provide employment to over 110 million people  

 Represent strong entrepreneurial culture  

However, GST introduced challenges such as digital compliance, record 

maintenance, and complex filing systems, which are difficult for small business 

owners. 

1.5 Objectives of the Study 

1. To understand the concept and structure of GST  

2. To study the impact of GST on small and medium businesses in Jangaon 

district  

3. To identify problems faced by business owners  

4. To analyze awareness and satisfaction levels  

1.6 Scope of the Study 

The study focuses on retailers in Jangaon district, including: 

 Warehouse stores  

 Departmental stores  

 Discount stores  

 Supermarkets  

 E-tailers 

1.7 Limitations of the Study 

1. Small sample size (50 respondents)  

2. Limited to one district  

3. Respondent bias possible  

4. Changing GST rules  

5. Hesitation in sharing financial data  

2. Review of Literature 

2.1 Studies on GST Implementation 

 Garg (2014): GST improves tax structure  

 Khurana & Sharma (2016): Success depends on coordination  

 Lourdunathan& Xavier (2017): Positive perception of GST  

 

http://www.uijmr.in/


United International Journal Of Multidisciplinary Research (UIJMR) 
An International Peer-Reviewed and Refereed Multidisciplinary Journal 

ISSN:3048-6726 | Impact Factor:6.934 (SJIF) 
Volume 3, Special Issue -V, 2026;Website:www.uijmr.in 

      210       Two Days National Seminaron“GST Reforms and Impact on MSMEs and 

Entrepreneurship”06th & 07th April 2026,Government Degree CollegeVikarabad 
 

2.2 Studies on GST and Small Business 

 Dr. Yogesh Agrawal (2017): Both positive and negative impacts  

 Pankaj Kumar & Sarkar (2016): Transition challenges  

 Sankar R (2017): Sector-wise varied impact  

3. GST: An Overview 

3.1 Types of GST 

 CGST – Central Government  

 SGST – State Government  

 IGST – Interstate transactions  

 UTGST – Union Territories  

3.2 Input Tax Credit (ITC) 

GST allows businesses to claim credit for taxes already paid, ensuring tax is only 

paid on value addition. 

3.3 GST Registration 

 Required if turnover exceeds ₹40 lakhs (₹20 lakhs for services)  

 Mandatory for interstate/e-commerce businesses  

3.4 GST Returns 

 GSTR-1 (Sales)  

 GSTR-3B (Summary)  

 GSTR-9 (Annual)  

3.5 Composition Scheme 

 For businesses up to ₹1.5 crore turnover  

 Lower tax rates  

 Quarterly returns  

 No ITC benefit 

4. Research Methodology 

 Type: Descriptive research  

 Primary Data: Questionnaire & interviews  

 Secondary Data: Journals, websites  

 Sample: 50 retailers (convenience sampling)  

 Analysis: Percentage method  

5. Data Analysis and Interpretation 

Key Highlights 

 60% in business > 5 years  

 66% rural businesses  

 Initial GST impact negative  

 45% now see improvement  
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 Only 20% satisfied  

 80% report high impact  

6. Findings and Suggestions 

Findings 

 High compliance burden  

 Technical issues  

 ITC problems  

 Rural challenges  

 Mixed perception of GST  

Suggestions for Business Owners 

 Learn GST basics  

 Use accounting software  

 Maintain records  

 Deal with registered suppliers  

Suggestions for Government 

 Simplify GST system  

 Improve portal  

 Reduce compliance burden  

 Provide rural training  

 Stabilize policies  

7. Conclusion 

GST is a major reform with strong conceptual benefits but challenging 

implementation, especially for small and rural businesses. While improvements 

have been made, further simplification and support are required to make GST truly 

effective and inclusive. 
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Abstract: 

The Goods and Services Tax (GST) is a comprehensive indirect tax reform 

introduced in India on July 1, 2017. This system was aimed at simplifying and 

unifying India's complex indirect tax structure by replacing multiple taxes like 

VAT, excise duty, and service tax with a single tax regime. The GST operates 

on a dual system, encompassing both the Central and State governments. This 

paper provides an overview of GST in India upto 2025 examining its historical 

evolution, features, and its economic and policy implications. Additionally, 

numerical data on GST revenue trends, the number of registered taxpayers, and 

the impact on various sectors are discussed. The study also highlights 

challenges and areas for improvement, offering an in-depth understanding of the 

GST system's role in India's economic development. 

 

 

Keywords: GST, Economy, Goods and Service etc 

 

Introduction 

The introduction of the Goods and Services Tax (GST) marks a 

significant reform in the indirect tax structure of India. The Goods and Services 

Tax (GST) is a comprehensive indirect tax system implemented to unify the 

taxation structure across a country. Introduced in India on July1,2017,GST 

replaced multiple indirect taxes, such as sales tax, service tax, and value-added 

tax, with a single tax regime. It subsumed various indirect taxes levied by both 

the Central and State governments and created a uniform tax regime across the 

country. The rationale behind the implementation of GST was to bring about 

greater efficiency in tax collection, reduce tax evasion, and promote ease of 

doing business.GST is a destination-based tax, which mean the tax is collected 

at the point of consumption rather than at the point of origin. Since 2017 GST 
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regime has fourtaxslabs5%,12%,18%,and28%depending on the type of goods 

and services. But where as of the late 2025/2026 reforms (GST 2.0), the Indian 

GST regime has moved towards a simplified structure, primarily focusing on 

two main slabs of 5% and 18%, effectively removing the 12% and 28% rates for 

most items. A top rate of 40% applies to luxury and sin goods, while essential 

items remain at 0% (exempt).  

Since its inception, the GST has witnessed various amendments, and 

compliance mechanisms have evolved to accommodate the needs of businesses 

and the economy. The GST Council, the governing body responsible for 

overseeing the tax, has played a pivotal role in shaping the system to ensure its 

smooth functioning. However, the GST has not been without challenges. This 

study aims to review the GST's impact, growth, challenges, and future prospects 

in India. 

Review of Literature 

Aggarwal, A. (2018),"Impact of GST on Indian Economy," highlighted the 

macro economic implications GST, focusing on its effect inflation& 

consumption patterns. 

Patel, S. (2019),"GST: A Game Changer for the Indian Economy," studied the 

benefits of GST for small and medium enterprises (SMEs).  

Mehta, R. (2020), "GST Compliance and Efficacy in India," explored the 

compliance burden on businesses post-GST and proposed solutions for 

improving the system.  

Batra, P. (2020), "GST and Indian Taxation: A Historical Perspective," 

provided an analysis of indirect tax systems in India before and after the 

introduction of GST.  

Dey, S. (2021), "Challenges and Opportunities under GST," discussed the 

operational difficulties faced by businesses, particularly in the initial years of 

implementation. 

Mukherjee, S. (2021), "The Effectiveness of GST  income brackets. 

Sharma,V. (2023),"Taxation Reform: GST and Digital Transformation," linked 

GST's implementation to the broader theme of digital transformation in tax 

administration. Reforms," focused on the administrative aspects of GST and its 

effectiveness in curbing tax evasion. 

Jain, A. (2022), "Impact of GST on Indian Manufacturing Sector," analyzed the 

effect of GST on the manufacturing sector's growth and productivity. Singh, P. 
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(2022), "GST in India: Lessons Learned," examined the learnings from GST 

implementation and its policy ramifications. 

Roy,D. (2022), "GST and Consumer Behavior," discussed how GST has 

influenced consumer spending across various income brackets.  

Objective of the study 

To study the historical evolution of GSTin India. 

To analyze the impact of GST on the Indian economy, focusing on 

revenue collection and ease of business. 

To assess the challenges faced by businesses and the government in 

the implementation of GST. 

Types of GST Rates and GST Rate Structure in India 

The GST rate structure in India has been rationalized following the 56th GST 

Council meeting, introducing GST 2.0 reforms. The revised primary GST rates 

now consist mainly of two slabs: 5% and 18%, replacing the earlier 0%, 5%, 

12%, 18%, and 28% slabs. A higher 40% rate is applied to select luxury and sin 

goods, while a few niche rates like 3% and 0.25% continue to exist.  

Also, the composition taxable persons must pay GST at lower or nominal rates 

such as 1.5% or 5% or 6% on their turnover. There is a concept of TDS and TCS 

under GST as well, whose rates are 2% and 0.5% respectively (prior to 9th July 

2024, it was 1%). 

The GST rate structure for some of the commonly-used consumable products is 

given in the below table. For more items, type in the item you wish to know the 

GST rate of by visiting our HSN code & GST rates finder. 

Structure of GST in India: Two-Tier GST Tax Structure Breakdown 

The most awaited 56th GST Council meeting happened 3rd September 2025 in 

New Delhi. The council has rationalised the GST rate structure from four GST 

slabs (5%, 12%, 18%, 28%) to a simplified two-tier structure: 

Standard rate: 18% - Applicable to most goods and services 

Merit rate: 5% - For essential items and priority sectors 
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Further, a demerit rate of 40% GST will be applied selectively to sin goods and 

super-luxury items 

Key Takeaways 

1. New GST rate changes will be effective from 22nd September 2025 except 

tobacco products. 

2. GST on individual health & life insurance has been made exempted. 

3. GST on dairy products, 33 lifesaving drugs and educational essentials have 

been brought down to Nil rate. 

4. GST on daily essentials, agriculture goods, health care equipment have been 

brought down to 5%. 

5. GST on electronic appliances, small cars and motor cycles (≤350cc) have 

been brought down to 18%. 

6. GST on sin goods such as pan masala, aerated waters, caffeinated beverages, 

carbonated beverages of fruit drinks / with fruit juice has been increased to 40%. 

V.ResearchMethodology 

The study uses secondary datafrom government reports,the GST Council,and 

various research 

papers published in journals. Numerical data was collected from: 

GST revenue collection reports from2017 to 2025. 

Reports from the Ministry of Finance and the Reserve Bank of India 

(RBI). 
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Data from industry associations and research bodies to understand 

sectoral impacts. 

The data analysis primarily involves descriptive statistics to understand trends 

in GST revenue, compliance, and sectoral impacts. Comparative analysis was 

also done to evaluate the performance before and after GST implementation. 

Data and Interpretation 

The table and Chart shows that revenue collected by the Government 

from 2017-2025 

Year GSTRevenue(INR Crores) Mean SD SK Ku 

18 7,41,000 

1
2

1
9
9
9

3
 

2
9

0
9
0
0

.6
1
1
2
 

-0
.6

4
6
2
6

5
4
2
 

0
.6

7
5
9
0

0
9
1
1
 

  

19 11,77,368 

  

2019- 20 12,22,131 

  

2020- 21 11,36,308 

  

22 14,83,151 

  

2022- 23 15,60,000(est.) 

  

2023 -24 ₹1,64,882 crore 

    

2024-25 1,74,550 
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Data Analysis: Payments- July’17 to Mar’25Figures in crores 

 

 
India's Gross GST collections for the financial year ending March 2025 reached 

an all-time annual high of ₹22.08 lakh crore, registering a 9.4% year-on-year 

growth compared to FY 2023-24. [1, 2]  

FY 2024-25 Performance Summary 

Total Gross Collection: ₹22,08,861 crore. 

March 2025 Collection: ₹1.96 lakh crore (9.9% increase from March 2024). 

Highest Monthly Ever: ₹2.10 lakh crore (recorded in April 2024). 

Average Monthly Mop-up: ₹1.84 lakh crore. 

Net Revenue (After Refunds): ₹19.56 lakh crore for the full fiscal year. [1, 2, 

3, 4, 5, 6]  

Historical Annual Trends (July 2017 – March 2025) 

The GST regime has seen steady growth since its rollout on July 1, 2017: [7]  

Financial Year [2, 5, 8, 9, 

10]  

Gross GST Collection (₹ 

Crore) 

Notes 

2017–18 ~₹7.41 lakh crore 9-month period from July 2017 

2018–19 ~₹11.77 lakh crore First full year 
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2019–20 ~₹12.22 lakh crore Pre-pandemic peak 

2020–21 ~₹11.37 lakh crore Impact of COVID-19 

lockdowns 

2021–22 ~₹14.83 lakh crore Recovery and formalization 

2022–23 ~₹18.08 lakh crore Significant double-digit growth 

2023–24 ~₹20.18 lakh crore Crossed the ₹20 lakh cr 

milestone 

2024–25 ₹22.08 lakh crore Record high annual collection 

Key Highlights & Compliance 

Taxpayer Base: The number of active GST registrations increased from 65 

lakh in 2017 to over 1.51 crore by April 2025. 

State Performance: Maharashtra remains the leading contributor, reporting 

₹31,534 crore in March 2025 alone. 

Settlement: In FY 2024-25, Integrated GST (IGST) accounted for over ₹11.25 

lakh crore of the total gross revenue. 

Important Rule Change: Starting from July 2025, taxpayers will be barred 

from filing returns (GSTR-1, GSTR-3B) that are more than three years past 

their original due date. [1, 2, 3, 5, 11]  

VII. Conclusion  

While GST has achieved significant milestones, ongoing efforts are crucial to 

address compliance challenges, refine tax slabs, and support sectors facing 

difficulties. A collaborative approach involving government, businesses, and 

stakeholders will be vital for realizing the full potential of GST in fostering 

economic growth and ensuring a fair tax system. By continuously evaluating 

and improving the GST framework, India can enhance its economic landscape, 

promote business growth, and ensure equitable tax distribution. GST has 

undoubtedly been one of the most significant tax reforms in India, bringing 

about transparency, efficiency, and uniformity in tax administration. The 

increase in revenue collections and the rise in the number of registered 

taxpayers indicate positive growth trends. However, challenges remain, 

particularly  
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in areas like compliance, rate rationalization, and addressing the grievances of 

certain sectors.  

Moving forward, there is a need for continuous improvement in the GST 

framework to ensure it remains aligned with the dynamic needs of the Indian 

economy. 
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Abstract 

The Micro, Small, and Medium Enterprises (MSME) sector has become a central 

pillar of India’s structural transformation in 2025–2026, contributing 31.1% to 

GDP, 35.4% to manufacturing output, and 48.58% to exports. This study examines 

the revised classification framework under the Micro, Small and Medium 

Enterprises Development Act, 2006 and evaluates the role of Telangana’s TS-

iPASS model, digital public infrastructure, and AI-driven credit systems in 

strengthening formalization and scalability. 

Findings indicate that despite progress through the Udyam portal and digital 

payments, persistent challenges—including a ₹30 lakh crore credit gap, low 

productivity levels, technological lag, and delayed payments—continue to constrain 

growth. In the context of global headwinds highlighted by the World Bank, the 

paper emphasizes export diversification and deeper global value chain integration. 

Overall, MSMEs are transitioning toward digitally enabled and globally integrated 

industrialization, but sustained reforms in credit access, technology adoption, and 

regulatory enforcement are essential for achieving inclusive, job-rich growth under 

the Viksit Bharat 2047 vision. 

 

 

Key Words: MSME Structural Transformation, Credit Gap and Financial 

Inclusion, Digital Public Infrastructure, Telangana Industrial Policy, AI-Driven 

Lending, Export Diversification 

 

 

1. INTRODUCTION 

The conceptualization of MSMEs has undergone a radical shift, moving 

away from a survivalist paradigm toward one of high-growth global integration. 

The Micro, Small, and Medium Enterprises Development (MSMED) Act of 2006 

provided the initial statutory foundation, but the challenges of the mid-2020s 

necessitated a more aggressive and flexible framework (Government of India, 
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2006). As of the 2025-2026 period, India has registered over $7.47$ crore MSMEs, 

which collectively provide livelihoods to more than $32.82$ crore people, making 

this sector the second-largest employer in the country, surpassed only by 

agriculture. This sheer scale of operation indicates that any marginal improvement 

in MSME productivity or credit accessibility can have an outsized impact on the 

national growth rate, which is currently projected to settle between $6.8%$ and 

$7.2%$ for the upcoming fiscal cycle (Government of India, 2025). 

The institutional evolution of the sector is best exemplified by the drastic 

revision of classification limits effective from April 1, 2025. By increasing 

investment thresholds by $2.5$ times and turnover limits by $2$ times, the state has 

acknowledged that modern manufacturing and service delivery require higher 

capital intensity and larger operational scales. This "reverse-graduation" 

protection—where enterprises retain their category benefits even as they expand—is 

a strategic move to eliminate the "missing middle" in Indian industry, where firms 

traditionally avoided growth to stay within lower regulatory brackets. 

Current MSME Classification Framework (Effective April 2025) 

The integration of investment in plant and machinery alongside annual turnover 

ensures a composite criteria that accurately reflects an enterprise's market presence 

and capital depth (Government of India, 2025). 

Enterprise Category 
Investment Limit (INR 

Crore) 

Turnover Limit (INR 

Crore) 

Micro Enterprise $le 2.5$ $le 10$ 

Small Enterprise $le 25$ $le 100$ 

Medium Enterprise $le 125$ $le 500$ 

The impact of this realignment is profound. For a micro-enterprise, the 

ability to invest up to ₹2.5 crore without losing access to concessional interest rates 

or government subsidies encourages the adoption of automation and cleaner 

technologies. This is particularly relevant as the global economy shifts toward 

Industry 5.0, where human-centric smart factories integrate artificial intelligence 

with manual ingenuity to create higher-value products. 

2. NEED FOR STUDY 

The imperative for conducting an in-depth study of MSME-led growth in 

2026 is driven by several convergent factors: the global supply chain rebalancing, 

the persistent domestic productivity gap, and the demographic challenge of 

workforce absorption. As lead firms globally pursue "China + 1" strategies to 

diversify their manufacturing risks, India's MSMEs are positioned to act as critical 

nodes in international value chains. However, the sector’s current contribution to 
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global manufacturing GVA remains at $2.9%$, suggesting a significant untapped 

potential for scaling (World Bank, 2026). 

Furthermore, the "Productivity Paradox" remains a central concern for 

policymakers. While Indian MSMEs are highly resilient and have shown a $90%$ 

adoption rate for digital payments—exceeding many OECD nations—their actual 

productivity is only $18%$ of that seen in large enterprises (OECD, 2023). In 

contrast, MSMEs in advanced economies operate at $45%$ to $70%$ of large-firm 

productivity. Bridging this gap is not merely an industrial goal but a 

macroeconomic necessity for sustaining long-term growth. Additionally, the 

emergence of a new credit architecture, shifting from collateral-based to cash-flow-

driven lending, requires rigorous empirical examination to determine its efficacy in 

reaching "new-to-credit" borrowers (Reserve Bank of India, 2025; Deloitte India & 

SIDBI, 2024). 

3. OBJECTIVES  

1. To assess the contribution of MSMEs to GDP, manufacturing output, and 

exports during 2025–2026. 

2. To examine the impact of regional industrial policies, with a focus on 

Telangana’s TS-iPASS model, on employment and investment. 

3. To analyze key structural challenges, including the ₹30 lakh crore credit 

gap, technological constraints, and delayed payments. 

4. To evaluate the role of digital transformation and AI-driven finance in 

MSME formalization and growth. 

5. To contextualize MSME prospects within global economic trends and 

export opportunities. 

4. METHODOLOGY 

This study adopts a robust mixed-methods research design, integrating longitudinal 

secondary data analysis with qualitative frameworks to assess firm-level resilience. 

The methodology is anchored in the following data pillars: 

 Statistical Analysis of National Indicators: Utilization of the Economic 

Survey 2025-26, Periodic Labour Force Survey (PLFS), and the Annual 

Survey of Industries (ASI) to establish macro-level trends in employment 

and GVA (Government of India, 2025; Ministry of MSME, 2025). 

 Regional Case Study (Telangana): Evaluation of the Telangana Socio-

Economic Outlook 2025 and ICT Policy 2021-2026. This includes 

analyzing the outcomes of the TS-iPASS single-window system, which has 

approved over 24,000 units (Government of Telangana, 2025). 
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 Credit Landscape Evaluation: Analysis of SIDBI and Deloitte India 

reports to quantify the credit gap and the adoption of fintech-led lending 

models (Deloitte India & SIDBI, 2024; RBI, 2025). 

 Theoretical Framework: The study applies Mintzberg’s 5Ps framework 

(Plan, Ploy, Position, Pattern, and Perspective) to examine how small firms 

manage internal culture and market niche to survive external economic 

shocks. 

 Global Benchmarking: Comparison of Indian MSME metrics against 

OECD standards and World Bank Global Economic Prospects to identify 

productivity and trade diversification opportunities (OECD, 2023; World 

Bank, 2026). 

The methodology avoids aggregate-only views, focusing instead on 

"beneficiary-perspective" evaluations of specific incentive schemes such as the 

Dalit Bandhu and T-PRIDE initiatives, which offer empirical evidence on how fast-

tracked approvals translate into long-term income-generating units. 

5. DATA ANALYSIS AND DISCUSSION  

The National Industrial Outlook 

The industrial momentum in FY26 is characterized by a structural recovery, 

with manufacturing emerging as a key growth engine. The Gross Value Added 

(GVA) growth for manufacturing accelerated to $9.13%$ in the second quarter of 

the current fiscal year, signaling that the sector has moved past pre-COVID trends. 

This recovery is inextricably linked to the performance of MSMEs, which supply 

the raw materials, components, and services that sustain larger industrial 

conglomerates. 

MSME Performance Indicators (2025-2026 National Data) 

The following data reflects the sector's standing as the industrial backbone of India. 

Metric Current Status (FY26) Significance 

Share of GDP $31.1%$ Fundamental to macro-stability  

Share of Manufacturing $35.4%$ Vital for industrial depth  

Share of National 

Exports 
$48.58%$ Driver of foreign exchange  

Total Employment $32.82$ Crore Primary social stabilizer  

Registered Enterprises $7.47$ Crore High degree of formalization  

The acceleration of the industrial sector to a projected growth rate of 

$6.2%$ in FY26 is bolstered by government-led interventions such as the 

Production Linked Incentive (PLI) schemes. As of September 2025, these schemes 

have attracted over ₹2.0 lakh crore of actual investment, generating incremental 

production exceeding ₹18.7 lakh crore and creating over $12.6$ lakh jobs. While 

PLIs are often associated with large-scale manufacturing, their success depends on a 
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robust ecosystem of MSME suppliers who can meet high-quality standards 

(Government of India, 2025; Ministry of MSME, 2025). 

The Dynamics of Employment and Social Inclusion 

The labor market conditions in late 2025 point toward a strengthening 

employment absorption capacity. The Labour Force Participation Rate (LFPR) for 

persons aged 15 and above increased to $56.1%$, with the female LFPR rising to 

$35.3%$, indicating an improvement in economic inclusion. The MSME sector 

plays a pivotal role here, particularly in the unorganized and semi-urban segments. 

The e-Shram portal, which has registered over 31 crore unorganized workers (with 

women accounting for over $54%$), provides the necessary data to target gender-

focused welfare and entrepreneurship initiatives (Government of India, 2025). 

The "Vishwakarma" scheme and the Pradhan Mantri Mudra Yojana 

(PMMY) have further institutionalized support for grassroots entrepreneurs. Under 

the PM Vishwakarma scheme, $7.7$ lakh beneficiaries have completed basic skill 

training, and modern toolkits have been delivered to $10.57$ lakh artisans. This 

micro-level empowerment is essential for creating a "job-rich industrialization" 

trajectory, where growth is not concentrated in capital-intensive hubs but is 

distributed across labor-intensive clusters (Government of India, 2025). 

Regional Analysis: The Telangana Economic Miracle 

Telangana serves as a premier example of how state-level proactive policy 

frameworks can catalyze MSME growth. Since its formation in 2014, the state has 

achieved a Gross State Domestic Product (GSDP) of ₹16.4 lakh crore by 2024-25, 

with a per capita income of ₹3,79,751—significantly higher than the national 

average. 

Sectoral Growth and Infrastructure in Telangana 

The state’s industrial growth rate reached $15.6%$ in 2023-24, driven by a 

philosophy of "Minimum Inspection, Maximum Facilitation". 

Sector / Indicator Data Point Policy Context 

Life Sciences Value $80$ Billion USD Produces 1/3 of global vaccines  

IT Exports (2023-24) ₹2,41,275 Crore Growth rate of 26%  

IT Employment (2024) $9.29$ Lakh Hub for GCCs and innovation  

TS-iPASS Units $24,000+$ approved 80% are self-certified  

Active Startups $10,000+$ Supported by T-Hub/WE Hub  

Telangana's ability to attract ₹2.75 lakh crore in investment through the TS-

iPASS single-window clearance system is a testament to regulatory efficiency. The 

system mandates that all 41 types of clearances across 23 departments must be 

provided within 30 days; otherwise, they are "deemed" issued. This level of 
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certainty is critical for MSMEs, for whom time-to-market is often the difference 

between survival and bankruptcy (Government of Telangana, 2025). 

Inclusive Entrepreneurship: Dalit Bandhu and T-PRIDE 

A unique aspect of the Telangana model is its focus on marginalized 

communities. The Dalit Bandhu scheme, which provides ₹10 lakh grants to 

households without collateral or repayment obligations, has created thousands of 

income-generating units. In the Huzurabad pilot, this led to the creation of 16,149 

units, which significantly boosted state GST revenues. Furthermore, the T-PRIDE 

(Telangana Program for the Rapid Incubation of Dalit Entrepreneurs) scheme has 

seen an $84.7%$ approval rate for investment subsidies, ensuring that industrial 

growth is not just rapid but equitable. 

Structural Barriers and the Productivity Challenge 

Despite the robust growth figures, the MSME sector in 2026 remains 

hampered by several persistent structural and systemic challenges. These 

bottlenecks limit the ability of small firms to compete on the global stage. 

The Credit Precarity Paradox 

Access to affordable and timely credit remains the most significant hurdle. The 

estimated credit gap for MSMEs stands at a staggering ₹30 lakh crore, representing 

about $24%$ of total demand. This gap is disproportionately high for certain 

segments: 

 Women-led MSMEs: Face a $35%$ credit shortfall. 

 Services Sector: Encounters a $27%$ gap. 

 Rural Units: Experience a $32%$ shortfall compared to $20%$ in urban 

areas. 

The reasons for this gap are both structural and perceptual. Financial institutions 

often perceive MSMEs as high-risk borrowers due to their informal operations and 

lack of a financial track record. Approximately $14%$ of MSMEs cite a limited 

credit history as the primary barrier to accessing formal loans, forcing them to turn 

to unregulated lenders who charge interest rates as high as $24%$ to $36%$. Even 

when credit is available, collateral requirements can reach up to $200%$ of the loan 

value, an impossible threshold for most micro-entrepreneurs (Deloitte India & 

SIDBI, 2024; RBI, 2025). 

The Productivity Gap and Technology Lag 

The productivity of Indian MSMEs is a concern when benchmarked against 

global standards. As previously discussed, Indian units operate at only $18%$ of 

large-firm productivity. This is largely driven by a lack of technological adoption. 

Only $25%$ of MSMEs are aware of industrial process automation, and a mere 

$10%$ have integrated Internet of Things (IoT) technologies into their operations. 
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While $90%$ of MSMEs accept digital payments, a "digital divide" persists 

in more sophisticated areas like e-commerce and digital supply chain management. 

Only $18%$ of these firms have successfully accessed digital lending platforms, 

suggesting that the "data-rich" environment created by UPI and GST is not yet 

being fully exploited for credit assessments. 

The Crisis of Delayed Payments 

Delayed payments constitute an existential threat to MSME liquidity. In 

Telangana, for instance, $81%$ of micro-enterprises and $50%$ of small/medium 

enterprises report payment delays of over 90 days. These delays choke working 

capital, preventing firms from fulfilling new orders or investing in upgrades. While 

the MSMED Act provides for statutory interest on such delays, the power 

asymmetry between small vendors and large corporate or government buyers often 

makes enforcement difficult. 

Future-Ready Architecture: Credit, AI, and Global Integration 

The 2025-2026 period has seen the emergence of a new "credit 

architecture" designed to bypass traditional collateral requirements. This 

architecture is built on the convergence of policy reform, digital public 

infrastructure, and financial innovation. 

Cash-Flow Driven Underwriting 

Lenders are increasingly utilizing data from the Udyam portal, TReDS, and 

GST patterns to underwrite loans. Instead of asking for land or property as 

collateral, banks and fintechs analyze UPI transactions, cash-flow cycles, and 

supplier concentration to assess creditworthiness. Artificial Intelligence is 

amplifying this shift, as AI-driven models can detect repayment stress far earlier 

than traditional scorecards. This is particularly beneficial for the $32%$ of "new-to-

credit" MSMEs entering the market. 

Global Supply Chain Participation 

The expansion of Global Capability Centres (GCCs) in cities like 

Hyderabad and the emphasis on the "Make in India" initiative are creating new 

pathways for MSMEs. With India aiming to reach $2$ trillion USD in exports over 

the coming years, MSMEs are being pushed to adopt international standards in 

documentation, digital traceability, and environmental compliance. The World Bank 

notes that deepening participation in global supply chains, especially in labor-

intensive assembly sectors, represents the most viable avenue for "job-rich 

industrialization" (OECD, 2023). 

Discussion: Insights and Economic Implications 

The synthesis of data from national surveys, regional case studies, and global 

outlooks reveals several second-order insights that will shape the 2027 trajectory. 
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The "Missing Middle" and the Graduation Incentive 

The 2025 revision of MSME thresholds is a strategic attempt to fix the 

"missing middle." By allowing medium enterprises to reach a turnover of ₹500 

crore, the government is providing the "breathing room" necessary for these firms to 

target global markets. A small enterprise can now invest up to ₹25 crore in 

machinery—enough to set up a semi-automated production line—without the fear 

of losing its MSME status. The implication is a likely consolidation of the micro-

sector into larger, more productive small and medium units. 

Digital Bureaucracy and Resilience 

Telangana’s success with "Digital Bureaucracy" suggests that the 

Perspective of the state—viewing itself as a facilitator rather than a regulator—is 

the primary determinant of regional resilience. When the internal organizational 

culture of an MSME is aligned with a proactive state policy, the firm is better 

equipped to withstand external shocks, such as global trade volatility or tariff shifts. 

Global Headwinds and Trade Diversification 

The World Bank’s January 2026 report warns that global growth is set to 

ease to $2.6%$ as inventory demand fades and trade tensions intensify. For Indian 

MSMEs, this means that domestic demand alone will not be enough to sustain high 

growth. Trade diversification—moving beyond traditional markets to non-U.S. 

regions—will be essential. This is already happening in sectors like electronics, 

which grew by $34.9%$ in early FY26 (World Bank, 2026). 

6. RESULTS AND FINDINGS 

The analysis of the MSME and entrepreneurship sector for the 2025-2026 period 

yields the following definitive results: 

1. Economic Backbone: MSMEs contribute $31.1%$ to India’s GDP and 

nearly half of its exports, making them the most critical sector for 

maintaining macroeconomic stability amid global uncertainty (Ministry of 

MSME, 2025). 

2. Employment Engine: With $32.82$ crore employees, the sector is 

successfully absorbing the labor force exiting agriculture, though a skills 

gap in "Industry 5.0" capabilities remains a challenge. 

3. Formalization Success: The Udyam portal has successfully registered over 

$6.2$ crore enterprises, providing a "data-goldmine" for the shift to cash-

flow-based lending (Ministry of MSME, 2025). 

4. Regional Leadership: Telangana’s $15.6%$ industrial growth and 

$10,000+$ startups highlight the efficacy of self-certification and single-

window systems in creating a "hotbed" of innovation. 
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5. Critical Credit Gap: A ₹30 lakh crore credit gap persists, with women-led 

and rural MSMEs facing the most severe constraints, limiting their ability 

to scale (Deloitte India & SIDBI, 2024). 

6. Productivity Disparity: Indian MSMEs remain only $18%$ as productive 

as large firms, necessitating a massive push toward technological adoption 

and R&D-intensive innovation (OECD, 2023). 

7. CONCLUSION 

The MSME sector in 2026 is no longer a collection of survivalist entities 

but a structured, digitalized, and increasingly globalized engine of the Indian 

economy. The 2025-2026 fiscal cycle has demonstrated that when regulatory 

barriers are lowered—as seen in the revised classification limits and Telangana’s 

TS-iPASS—entrepreneurial energy can be converted into tangible economic growth 

and job creation. However, the path toward the Viksit Bharat @ 2047 vision 

requires addressing the structural "Productivity Paradox." 

Bridging the ₹30 lakh crore credit gap through AI-enabled, cash-flow 

assessments and resolving the crisis of delayed payments are the most urgent 

priorities. As the global economy settles into a lower-growth trajectory, the 

resilience of India's $7.47$ crore MSMEs will depend on their ability to integrate 

into global supply chains, adopt "smart factory" technologies, and diversify their 

market reach. Ultimately, entrepreneurship development is not just a policy goal but 

the definitive pathway to ensuring that India’s growth is inclusive, sustainable, and 

"job-rich" for the $1.2$ billion youth entering the workforce in this decade. 
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Introduction 

Micro, Small and Medium Enterprises (MSMEs) form a vital pillar of 

India’s economic structure and play a crucial role in promoting inclusive growth, 

especially in rural areas. In a country where a large portion of the population resides 

in villages, MSMEs act as an engine of employment generation, entrepreneurship 

development, and regional balance. These enterprises require relatively low capital 

investment, use simple technology, and are often based on locally available 

resources, making them highly suitable for rural settings. As a result, MSMEs help 

bridge the gap between urban and rural economies by bringing industrial activities 

closer to villages. 

The role of MSMEs in India extends beyond mere economic contribution. 

They significantly support the development of traditional industries such as 

handicrafts, handlooms, agro-processing, and small-scale manufacturing, which are 

deeply rooted in rural culture and livelihoods. By encouraging self-employment and 

small business creation, MSMEs empower rural individuals, including women and 

youth, to become financially independent. They also contribute substantially to the 

country’s GDP and exports, thereby strengthening the overall economy. 

The impact of MSMEs on rural people is profound and multifaceted. One of 

the most important benefits is the creation of employment opportunities, which 

reduces dependence on agriculture and minimizes seasonal unemployment. This, in 

turn, helps in increasing the income levels and improving the standard of living of 

rural households. Additionally, MSMEs play a key role in reducing rural-to-urban 

migration by providing job opportunities within villages, thereby maintaining social 

stability and community structures. 

Furthermore, MSMEs promote skill development and capacity building 

among rural populations, enabling them to adapt to changing economic conditions. 

They also encourage the utilization of local resources in a sustainable manner, 

contributing to environmental and economic sustainability. Overall, MSMEs act as 

a catalyst for rural transformation by fostering economic growth, reducing poverty, 

and enhancing the quality of life for millions of people in India. 
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Review of Literature 

Studies by government agencies such as the Ministry of MSME and reports from 

organizations like the International Labour Organization (ILO) emphasize that 

MSMEs contribute significantly to employment, particularly in rural and semi-

urban areas. These studies reveal that MSMEs are capable of absorbing surplus 

labor from agriculture, thereby addressing disguised unemployment and 

underemployment in rural regions. Research also indicates that MSMEs require 

lower capital investment compared to large industries, making them more accessible 

for rural entrepreneurs. 

Scholars such as K. Vasanth Majumdar and others have argued that 

MSMEs act as catalysts for entrepreneurship development in rural India. Their work 

highlights how small enterprises encourage innovation, self-employment, and the 

development of local skills. Similarly, studies have shown that rural MSMEs 

promote the growth of traditional industries like handlooms, handicrafts, and agro-

based units, preserving cultural heritage while generating income. 

Empirical research has consistently demonstrated the positive impact of 

MSMEs on rural livelihoods. According to studies conducted by the National 

Sample Survey Office (NSSO), households engaged in MSME activities tend to 

have higher and more stable incomes compared to those dependent solely on 

agriculture. Furthermore, MSMEs have been found to play a significant role in 

women empowerment by providing employment opportunities and encouraging 

participation in economic activities. 

Several researchers have also examined the role of MSMEs in reducing 

rural-to-urban migration. By creating local employment opportunities, MSMEs help 

retain the rural workforce and reduce pressure on urban infrastructure. Additionally, 

literature points out that MSMEs contribute to the development of rural 

infrastructure by attracting investments in roads, electricity, and communication. 

Objectives of the Study 

 The specific objectives of the study are as follows. 

1. To analyse how MSMEs contribute to employment generation, GDP growth, and 

industrial development in India.  

2. To understand how MSMEs influence income levels, standard of living, and 

poverty reduction among rural people.  

3. To evaluate how MSMEs promote self-employment, skill development, and 

entrepreneurial activities in rural areas.  

4. To examine the major problems such as lack of finance, infrastructure, 

technology, and  
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Role of MSMEs in Rural India 

1. Employment Generation 

 MSMEs employ over 11 crore (110 million) people in India.  

 Around 45–50% of MSMEs are located in rural areas, providing local jobs 

and reducing migration to cities.  

2. Contribution to GDP and Output 

 MSMEs contribute nearly 30% to India’s GDP.  

 They account for about 45% of total manufacturing output.  

3. Export Promotion 

 MSMEs contribute around 48% of India’s total exports, especially in 

handicrafts, textiles, and agro-based products.  

4. Balanced Regional Development 

 MSMEs promote decentralized industrialization, helping backward and 

rural regions develop economically.  

 Impact on Rural People 

1. Income Generation and Poverty Reduction 

 Rural MSMEs increase household income by creating self-employment and 

wage employment.  

 Studies show villages with MSME presence report 15–20% higher average 

incomes compared to non-MSME villages.  

2. Women Empowerment 

 A large number of MSMEs (especially micro enterprises) are run by 

women.  

 Women-led MSMEs improve financial independence and social status in 

rural areas.  

3. Skill Development 

 MSMEs provide on-the-job training, enhancing skills in crafts, food 

processing, and small manufacturing.  

4. Reduction in Migration 

 Local employment opportunities reduce rural-to-urban migration by 10–

15% in MSME-intensive districts.  

3. Data Analysis (Key Trends) 

Indicator Data / Trend 

Total MSMEs ~6.3 crore units 

Rural MSMEs Share ~51% 

Employment ~11 crore people 

GDP Contribution ~30% 
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Indicator Data / Trend 

Export Share ~48% 

Women-owned MSMEs ~20% 

 

Trend Analysis: 

 Growth in MSMEs has been steady at 8–10% annually.  

 Rural MSMEs are expanding due to schemes like Prime Minister’s 

Employment Generation Programme and MUDRA Yojana.  

 Digitalization and e-commerce have improved market access for rural 

producers.  

Major Findings 

 MSMEs are crucial for rural employment and income stability.  

 They act as a bridge between agriculture and industry.  

 Government support schemes have significantly increased rural 

entrepreneurship.  

 Despite growth, challenges remain: lack of credit access, technology gaps, 

and infrastructure issues.  

 Rural MSMEs contribute significantly to Rural MSMEs contribute 

significantly to reducing poverty and migration.  

 However, challenges such as lack of finance, poor infrastructure, and 

limitedtechnology adoption still affect their growth.  

Conclusion 

MSMEs play a crucial role in transforming rural India by generating 

employment, increasing income levels, and promoting balanced regional 

development. As highlighted by the Ministry of Micro, Small and Medium 

Enterprises, MSMEs act as a bridge between agriculture and industry, providing 

sustainable livelihood opportunities to rural populations. They help reduce poverty, 

control migration to urban areas, and empower women and local 

entrepreneurs.Despite their significant contribution, MSMEs face challenges such 

as limited access to credit, inadequate infrastructure, and low technological 

adoption. Addressing these issues through effective government support, financial 

inclusion, and digital advancement will further strengthen their role. Overall, 

MSMEs are a key driver of inclusive growth and rural development in India, and 

their expansion is essential for achieving long-term economic stability and social 

progress. 
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Abstract: 

Indian textile industry is one of the oldest and largest in the world with its 

origins traced as far back as 2500 BC. However, the modern textile industry is of 

nearly 200-year-old with its beginning made in the year 1818 during the British rule 

with the establishment of first textile mill at Calcutta.The Indian Powerloom sector 

is a cornerstone of the MSME landscape, acting as the primary engine for fabric 

production in the country. As of early 2026, this sector accounts for approximately 

60% of India's total cloth production and is a massive source of employment, 

trailing only agriculture in scale.  Indian textile industry comprises mostly small and 

micro enterprises falling under the category of Micro, Small and Medium 

Enterprises (MSME). Thus, the role and potential of textile sector in Indian 

economy is to be viewed from the perspective of MSME. Indian MSME sector 

contributes 30 percent to Gross Domestic Product and 40 percent to exports. 

Further, the MSME sector creates 11.10 jobs in Indian economy of which 97 

percent are created in micro sector. Indian powerloom sector, which is a subsector 

of Indian textile sector accounts for the largest share of micro enterprises. 

Therefore, growth of Indian decentralized powerloom sector shall be instrumental in 

growth of the Indian MSME and thereby significantly contributes to the economy in 

terms of job creation and value addition.  

 

Introduction: 

Indian Textile industry is one of the oldest and largest in the world. The origin of 

the industry can be traced as far back as 2500 BC. India’s traditional textiles were 

well-known for the craftsmanship of Indian artisans. There are historical evidences 

saying that Indian textiles were exported to many countries across the world. The 

modern Indian textile industry began with the establishment of the first textile mill 

in the year 1818 in Culcutta during the British period. However, the real beginning 

of the industry was made with the establishment of cotton textile mill in the year 

1850 in Bombay. Later, the industry spread to other places in the country mainly 

Ahmedabad and Surat in Gujarat. As of now, the textile industry is concentrated in 

few states mainly Maharashtra, Gujarat, Tamilnadu. 
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 The Indian textile industry is dualistic in nature as it consists of both the 

organized and unorganized sectors. The organized sector refers to the mills which 

comprise Composite Mills and spinning mills. Whereas the unorganized sector 

consists of subsectors namely Handloom, Power-loom, Hosiery and Khadi, Wool 

and Silk. The unorganized sector comprises small-scale, non-integrated and 

decentralized units of production. Power-loom sector is the largest of all these 

subsectors in terms of cloth production and employment creation.   

 India is the second-largest producer of cotton, Silk and Man Made Fiber 

(MMF). Every year India produces 6 Million Tonnes of cotton constituting 23 

percent of the world cotton. Further, India is the 6th largest exporter of Textiles and 

Apparel (T&A) in the world. The total exports of Indian T&A were US 44.4 billion 

which including handicraft exports constitute 10.62 percent of total exports in the 

year 2021-22. The total exports earnings of the industry constituted 12 percent of 

the country’s export earnings. Thus, Indian textile industry assumes global 

significance. On domestic front, Indian textile industry contributes 7 percent of 

industrial output, contributes 2 percent of Gross Domestic Product (GDP). The 

textile industry is the one of the largest employment provider in the country. The 

sector engages 16.73 lakhs of people constituting 10.28 percent of the total 

employment share and is source of employment to 45 million. The value of 

domestic T&A industry stood at US $ 152 billion in the year 2021.  

Objectives 

1. To examine the status and importance of Indian Micro, Small and Medium 

Enterprises (MSME) in the context of revised definition of MSME 

2. To assess the status, role and prospects of Indian textile sector in general 

and powerloom sector particular in Indian economy 

Methodology 

This research is descriptive in nature and uses the secondary data on various 

variables pertaining to the Indian MSME in general and powerloom sector of textile 

industry in particular. Simple economic tools such as tables, graphs and growth rate 

are used to make an effective presentation of the analysis and findings wherever 

they are needed.  

Data: Secondary data is collected from multiple relevant sources such as reports 

published by different departments, agencies   of both state and central governments 

and also international agencies such as Annual Reports of Ministry of Textiles and 

Ministry of MSME, Government of India. Powerloom sector, which is a subsector 

of the textile industry, is largely unorganised, decentralised and concentrated in few 

clusters in India. Though, the powerloom sector constitutes a significant part of the 

MSME, data pertaining it is not available. However, the data used in this study is 
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collated from relevant source nd based on this an attempt is made to analyse and 

present the findings.  

Tools Analysis: The research aims at examining the nature and scope of Indian 

Micro, Small and Medium Enterprises (MSME) in general and discuss various 

issues relating to powerloom sector in particular. Keeping in view the objectives of 

the study, appropriate statistical tools such as averages, graphs and growth rate are 

used to analyse the data and present. 

Micro, Small and Medium Enterprises (MSME) in India: According to National 

Sample Survey (NSS) 73rd round, there were 633.88 lakh unincorporated MSME in 

the country engaged in different activities consisting of manufacturing, electricity, 

trade and services. The activity-wise number of MSME are given below in the 

Table-I. 

Table-I 

Activity-wise Estimated Number of MSME 

     

(In Lakhs) 

Activity Category 

Rural Urban Total 

No. of 

Units 
Share 

No. of 

Units 
Share 

No. of 

Units 
Share 

Manufacturing  114.14 58% 82.5 42% 196.64 31% 

Electricity 0.03 75% 0.01 25% 0.04 0% 

Trade 108.71 47% 121.64 53% 230.35 36% 

Other Services 102 49% 104.85 51% 206.85 33% 

Total 324.88 51% 309 49% 633.88 100% 

( Annual Report 2021-2022, MSME, Government of India) 

The above Table-I reveals that there are a total of 633.88 SMSEs in the country 

consisting of four categories namely manufacturing, electricity, trade and other 

services. The MSMEs related to trade is the largest category constituting 36 percent 

of the total with 230.35 units, the services activity constitutes the second-largest 

category with 33 percent of the total comprising 206.85 lakh units and the  

manufacturing category is the third place constituting 31 percent of the total with 

196.64 lakh units.  These three categories trade, other services and manufacturing 

constitute almost 100 percent of the total leaving 0.3 lakh units in the category of 

Non-captive electricity. The location-wise spread of these MSME reveals that they 

are equally concentrated in rural and urban areas with 51 percent in rural areas and 

49 percent in urban areas. However, the category-wise concentration reveals that 58 

percent of manufacturing MSME are located in rural and the remaining 42 are in 

urban areas. The two categories trade and other services have almost equal 

percentage of units located in both rural and urban areas.  
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MSME Classification of the Enterprises/Firms: Ministry of Small and Medium 

Enterprises (MSME) defined the MSME units on the basis of investment and 

turnover. It announced the new/present definition in the Atmanirbhar Bharat 

package on 13th May, 2020 revising the then existing old definition of 2006 MSME 

as follows. 

Table-II 

Definition of Micro, Small and Medium Industries in India 

Type of Unit 

Old Definition, 2006 New Definition, 2020 

Investment  

(In Rs.) 

Investment  

(In Rs.) 

Annual Turnover 

 (In Rs.) 

Micro 
25.00 Lakhs 

Not more than 

Rs.1.00 Crore 

Not more than 5.00 

Crore 

Small More than 25.00 Lakhs but does not 

exceed 5.00 Crore 

Not more  than 

Rs.10.00 Crore 

Not more than 50.00 

Crore 

Medium More than 5.00 Crore but does not 

exceed 10.00 Crore 

Not more than 20.00 

Crore 

Not more than 100.00 

Crore 

 Ministry of Micro, Small & Medium Enterprises, Government of India, website. 

https://msme.gov.in/faqs/q1- definition-msme & 

https://dcmsme.gov.in/publications/msmed_actx.html) 

The Table-II shows the details of the definition of MSME. As per the definition of 

2006 MSME Act, the manufacturing enterprises were defined in terms of on criteria 

i.e., the amount investment made in plant and machinery and the latest 

announcement of 2020 defines in terms of two criteria i.e., investment in plant and 

machinery and yearly turnover of the enterprise. The investment limit of the Micro 

Small and Medium enterprises has been enhanced from Rs.25.00 lakhs, Rs.5.00 

Crore and to Rs.10.00 Crore to Rs.1.00 Crore, Rs.10.00 Crore and Rs.20.00 Crore 

respectively. Further, a new criteria of yearly turnover limit has been added. 

Accordingly, the turnover limit of the Micro, Small and Medium enterprises is 

Rs.5.00 Crore, Rs.50.00 and Rs.100.00Crore which is five times the investment 

limit of the respective enterprises. As per the RBI clarification, the investment in 

plant and machinery include only tangible assets and excludes land and building, 

furniture and fittings (RBI, 2, 2022).  

According to the Annual Report of the Ministry of MSME, the Micro sector 

with 630.52 lakh is estimated to be accounting for more than 99 percent of the total 

estimated SMSEs. The Small constitutes 0.52 percent with 3.31 lakh and the 

Medium sector constitutes 0.01 percent with 0.05 lakhs. Therefore, it is evident that 

the Micro sector is the backbone of Indian MSME sector. 

Importance of SMSE in Indian Economy: The MSME sector plays vital role in 

Indian economy in terms its creation of jobs, contribution to GDP and exports. As 
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per the 73rd round NSS, the MSME sector is providing 11.10 crore jobs of which the 

share of the Micro, Small and Medium sectors accounts for 97, 2.88 and 0.16 

percent respectively. The MSME sector consistently contributes around 30 percent 

to GDP of India and accounts for 40 percent of Indian exports. It will not be 

exaggeration to mention that the MSME sector is key to achieving the future targets 

of Indian economy such as becoming the third largest economy in the world and to 

emerge as the US$ 5 trillion economy in the next few years. In this context, the 

study aims to examine the role of the textile industry, especially the powerloom 

sector, which is largely Micro in its nature.  

Indian Textile Industry and MSME: As mentioned above, the Indian textile 

industry consists of both the organized and unorganized sectors. The organized 

sector comprising composite Mills and spinning mills constitutes 10 percent and the 

unorganized sector consisting of subsectors namely Handloom, Power-loom, 

Hosiery and Khadi, Wool and Silk constitutes 90 percent of the Indian textile 

industry. The unorganized sector comprises small-scale, non-integrated and 

decentralized units of production. Power-loom sector is the largest of all these 

subsectors in terms of cloth production and employment creation.   In terms of this 

definition of MSME, the powerloom units in decentralized sector are Micro and 

Small enterprises. The change of definition of MSME in 2020 has converted 

enterprise, which were classified as some small as per 2006 definition, into micro 

enterprises. As of now, 95 percent of the powerloom units in our country are micro 

enterprises. Against this backdrop, an attempt is made in this paper to examine the 

status, geographical concentration of powerloom industry in India.  

Indian Decentralized Powerloom Sector: The decentralized powerloom units are 

weaving factories, which procure yarn from outside, produce cloth and get the cloth 

processed outside. Typically, they are small and micro firms, placed in the 

intermediate stage of the entire process of cloth production. The Indian 

decentralized powerloom sector was started way back in the early part of the 20th 

century when some handloom weavers set up small units with the second-hand non-

automatic power looms sold by the mills. “The power loom industry had established 

itself as an industry with a feature even before and during the second world war. 

The high-level fact-finding committee (Handloom and Mills) of 1942 put on record 

that the markets lost by the handlooms were annexed by not by the organized sector 

but their new rivals, the power looms (Dipak Mazumdar)”.  

The decentralized powerloom units are small firms engaged in weaving with the 

number of looms ranging from 6-8 looms to more than 40 looms. These units are 

decentralized but concentrated in certain clusters spread across the country. Initially, 

the first powerloom units were set up in western India in Surat, Malegaon and 

http://www.uijmr.in/


 

United International Journal Of Multidisciplinary Research (UIJMR) 
An International Peer-Reviewed and Refereed Multidisciplinary Journal 

ISSN:3048-6726 | Impact Factor:6.934 (SJIF) 
Volume 3, Special Issue -V, 2026;Website:www.uijmr.in 

      241         Two Days National Seminaron“GST Reforms and Impact on MSMEs and 

Entrepreneurship”06th & 07th April 2026,Government Degree CollegeVikarabad 

Bhiwand of the then Bombay province in 1940s. The earlier handloom factories 

were known as Kharkanas and they gradually evolved into powerloom units with 

the capital accumulated. Entrepreneurs of these decentralised powerloom units 

belonged to varied social and economic background. They had previous experience 

of working in organised textile mills in Bombay and other textile clusters.   

Growth of Indian Powerloom Sector:  Though, the Indian decentralised 

powerloom industry is of more than seven decades old, the study is confined to the 

last two decades from 2000 to 2020. As the industry is unorganised in its nature, the 

data is not available and hence the data compiled from various sources is presented 

and analysed below.  

Table-III 

Details of the number of powerlooms  in decentralized sector 

Year 
No, of 

Powerlooms 

Growth 

Percentage 

2000-01 1661550   

2001-02 1666033 0.27% 

2002-03 1672737 0.40% 

2003-04 1836856 9.81% 

2004-05 1902953 3.60% 

2005-06 1943892 2.15% 

2006-07 1990308 2.39% 

2007-08 2106370 5.83% 

2008-09 2205352 4.70% 

2009-10 2246474 1.90% 

2010-11 2282744 1.61% 

2011-12 2298377 0.68% 

2012-13 2347249 2.08% 

2013-14 2367594 0.86% 

2014-15 2447837 3.39% 

2015-16 2522477 3.05% 

2016-17 2629269 4.23% 

2017-18 2666229 1.40% 

2018-19 2777575 4.18% 

Source: Lok Sabha Unstarred Question no. 6015 dated 30.4.2015& central 

institute for cotton Research, Annual Reports, Ministry of Textiles) 

Figure-I 

Year-on-year Growth of Powerlooms in India 
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The above Table-III and Figure-I show the trend of the growth of decentralized 

powerlooms in India during the two decades period from 2001 to 2018-19.  

However, the data relating to this sector is not available as it is unorganized, 

fragmented and decentralized. The number of power looms increased by 67 percent 

from 16.61 lakhs in the year 2000-01 to 27.77 lakhs in the year 2018-19. The 

industry grew at a Compound Annual Growth Rate (CAGR) of 1.08 percent. 

However, year-on-year growth rate has not been uniform reflecting significant 

variation from year to year. The least growth rate (0.27) and the highest growth rate 

(9.81 percent) occurred two years 2001-02 and 2003-04 with gap of one year.   

Though, year-on-year growth rate of the power-looms in the country has not been 

consistent it was always positive during the twenty-year period as shown in the 

above graph. The increase in powerloom sector was significant because of certain 

advantages it enjoys compared with organized mill sector. The powerloom units 

have certain inherent advantages in terms of cost. As the technology used in the 

composite sector as well as the powerloom sector is the same and as there are no 

economies of scale, the powerlooms have a competitive advantage. Besides the cost 

advantages, the powerloom sector has an edge over the mill sector in terms of 

flexibility to respond to dynamic market situation through changing the product 

mix. 

Concentration of Decentralized Powerloom Industry in India: The early centres 

of powerlooms viz. Surat, Malegaon and Bhiwandi, Sholapur etc. used to be urban 

weaving centers in pre-independence period. Due to concentration of the 

powerloom sector, weavers from different part of the country migrated to the 

0.270.4

9.81

3.59
2.152.38

5.83
4.7

1.861.61
0.68

2.12
0.87

3.393.04
4.23

1.4

4.17

0

2

4

6

8

10

12
2

0
0

0
-0

1

2
0

0
1

-0
2

2
0

0
2

-0
3

2
0

0
3

-0
4

2
0

0
4

-0
5

2
0

0
5

-0
6

2
0

0
6

-0
7

2
0

0
7

-0
8

2
0

0
8

-0
9

2
0

0
9

-1
0

2
0

1
0

-1
1

2
0

1
1

-1
2

2
0

1
2

-1
3

2
0

1
3

-1
4

2
0

1
4

-1
5

2
0

1
5

-1
6

2
0

1
6

-1
7

2
0

1
7

-1
8

2
0

1
8

-1
9

Year -wise growth rate of powelooms in India

http://www.uijmr.in/


 

United International Journal Of Multidisciplinary Research (UIJMR) 
An International Peer-Reviewed and Refereed Multidisciplinary Journal 

ISSN:3048-6726 | Impact Factor:6.934 (SJIF) 
Volume 3, Special Issue -V, 2026;Website:www.uijmr.in 

      243         Two Days National Seminaron“GST Reforms and Impact on MSMEs and 

Entrepreneurship”06th & 07th April 2026,Government Degree CollegeVikarabad 

region. Powerlooms spread to South India after 1950 in Tamilanadu and Karnataka 

and Andhra Pradesh.  

Table-IV 

Concentration of Powerlooms in Decentralized Sector in India 

Region 
1997- 98 2014-15 

No of Looms Percentage No of  Looms Percentage 

East 13194 0.85% 14788 .60% 

North 100075 6.52% 105094 4.25% 

South 388083 25.29% 582918 23.55% 

West 1033046 67.32% 1772596 71.60% 

Total 1534398 100% 2475396 100% 

 Lok Sabha Unstarred Question no. 6015 dated 30.4.2015& 

Central institute for cotton Research) 

The above Table-IV show that the total powerlooms in India are concentrated in 

twenty three states which are categorized into four zones viz. North, South, East and 

West Zones. The Zone-wise and State-wise concentration reveals that there were 

24.75 lakh powerlooms in the year 2014-15. Of these, 71.61 percent of looms are 

concentrated in western region followed by south zone with 25.55 percent in second 

place, 5.13 percent in North zone at third place and lastly with negligible percentage 

of .7 percent in the north zone. Thus, West and South zone together constituted 95 

percent of total powerlooms in the country leaving a negligible 5 percent in the 

North and East zones. 

The west zone consists of Maharashtra, Gujarat, Madhya Pradesh, Rajasthan, Goa 

and Dadra Nagar Haveil. Maharashtra has the largest concentration of looms in the 

country with 51.74 percent of the total looms in the country followed by Gujarat 

with 13.06 percent these two states together have 69% of the total looms in the 

country. It is evident from the above data that the west zone is leading in 

powerloom sector in the Country. 

The south zone consisting of Andhra Pradesh & Telangana, Karnataka, Kerala, 

Tamilnadu and Pondichery had 23.55 percent of powerlooms in the year 2014-15 

next to west zone. The North zone has 4.25 percent of total looms in the country of 

which Uttar Pradesh has 2.67 percent of the looms followed by Punjab with .9% 

and Haryana with .5 percent. The other states Delhi, Chandigarh and Jammu 

Kashmir has negligible percentage of looms. 

The East zone comprising Assam, Orissa, West Bengal and Bihar had the least 

percentage i.e., .6 percent of the total looms in the country.  
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Status of Indian Textiles Domestic Market: Having discussed about the status of 

Indian textile sector in general and powerloom sector in particular, now it is relevant 

to discuss about the domestic market for textiles and clothing in India. The total 

textile products are categorized into apparel, technical textiles and home textiles. 

Table-V 

Indian Domestic Textile Market (In US $ Billion) 

Type of 

Product 

2005-06 2010-11 2019-20 

Market 

Size 

 percent of 

the Total 

Market 

Size 

 percent of 

the Total 

Market 

Size 

 percent of 

the Total 

Apparel 21 75%  35 70 % 78 74 % 

Technical 

Textiles 
5 18%  11 22 % 20 19 % 

Home 

Textiles 
2 7 % 4 8 % 8 8 % 

Total 28 100 50 100 106 100 

(Inidan Textile and Apparel  industry by Wazir Advisors Publication 

Januray, 2019.) 

The above Table-4.16 shows that there was fourfold increase in overall domestic 

market for textile products during the period from US $ 28 billion in 2005-06 to US 

$ 106 billion in the year 2019-20. The share of the three categories of products i.e., 

apparel, technical textiles and home textiles have not changed. Apparel continued to 

be the dominant sector with three fourth market share in fact there was slight 

decreased in its share from 75 percent in 2005-06 to 70 percent in the year 2010 but 

again it increased to 74 percent in the year 2019-20where as the share of technical 

textiles increased from 18 percent to 22 percent from 2005-06 to 22 percent in 2010 

and decreased in the next fivers to 19 percent in 2019-20. Home textiles decreased 

from 7 percent in 2015-16 to 4 percent in the year 2010-11 and later increased to 8 

percent in the year 2019-20.  

Indian domestic textile and apparel market grew from US $ 28 billion to US 

$106 billion in the year 2019-20 at a CAGR o 10  percent during the fifteen-year 

period of liberalized trade period from 2005-06 to 2019-20. Further, provided the 

existing CAGR of 10 percent, the domestic market is expected to be US $ 190 

billion by the year 2025-26. 

Fibre Consumption in India: Indian domestic textile fibre consumption has been 

consistently increasing over the past three decades. As it is positively correlated 

with the GDP, it is expected to further increase in the coming years. It becomes 

evident when it is compared with other countries in the world.  
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Table-VI 

World-wide Per-capita Consumption of Fibre (Per-capita Consumption) 

Country All fibre/  MMF/  

North America 36.90 22.50 

Australia 28.60 18.00 

South Korea 23.30 16.30 

West Europe 23.10 16.20 

Taiwan 23.00 17.30 

Japan 21.00 13.20 

Turkey 14.80 7.60 

East Europe 14.10 9.30 

China 14.00 12.00 

Latin America 8.90 4.90 

South Asia 7.10 4.30 

India 5.50 3.10 

Africa/Middle 

East 
4.70 3.30 

World 11.20 7.70 

     (Source: Ministry of Textiles www.texmin.nic.in) 

It can be observed from the above Table-VI that present per capita 

consumption of all fibre is 5.5 kg of which is second from the last above the 

Africa/Middle East. Whereas the share of MMF is 3.1kg of the total 5.50kg, which 

is the lowest of the world less than that of Africa/Middle East and less than 50  

percent of the world average per capita consumption. India has emerged as the 

fastest growing economy of the world. The average spending capacity of people in 

India has been constantly. In this context, it becomes evident from the facts that 

India has a tremendous potential to increase the production capacity of all types of 

fibres and further create necessary capacity to convert the fibre into final products.   

Future Prospects of Indian Textile Industry: From the standpoint of the above 

analysis of the growing market of Indian textile market, the Indian textile industry 

has bright prospects for future growth. Powerlooom sector being the major 

constituent of the Indian MSME, can play a major role in expansion of SMSE in 

Indian economy. Textile and apparel consumption is income elastic and hence rising 

per-capita income levels leads to expansion of the domestic market. Further, 

international trade in Textile and Apparel was liberalized with the removal of quota 

restrictions in the year 2005 and thus the Indian Textile and Apparel industry can 

make its presence felt in global market in a large way.  

Against this, it can be deduced that the MSME sector in Indian economy 

has bright prospects for growth in the context of expanding domestic and 

international markets. However, much depends on acquisition of the requisite 
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competencies to seize opportunities thrown open by the domestic and international 

markets. The new definition of MSME provides an opportunity to micro and small 

powerloom units to become competitive by modernizing the looms and technology 

up-gradation. They can be potential players in global market by producing quality 

products at internationally competitive prices. These small and micro powerloom 

units operate in unorganized sector and hence are devoid of conducive and 

supportive environment for growth. Therefore, bringing them into the fold of 

organized sector is critical for a sustained growth. At this junction, the government 

should create an industry-friendly ecosystem to facilitate gradual absorption of 

these small and tiny units into the fold of organized sector. On the contrary, any 

coercive policies, if adopted by the government can have negative impact. 

Conclusion: The MSME sector plays a key role in Indian economy in terms of its 

contribution of its contribution to economic growth, creation of jobs and 

manufacturing exports. Textile and Apparel industry is one of the major constituent 

of the MSME as 95 percent of the enterprises fall in the category of micro and small 

enterprises as per the new definition. Decentralized powerloom is a subsector of the 

Textiles and Apparel industry and it constitutes around 60 percent of the total 

production of fabric in the country. The powerloom sector is unorganized, 

decentralized and largely concentrated in certain clusters in the country. North 

region comprising major powerloom clusters Bhiwandi, Malegaon, Itchalkaranj and 

Sholapur in Maharashtra constitute 71 percent while the southern region comprising 

Erode and Coimbatore constitute 24 percent. 

The change of definition of the MSME in the context of Atmanirbhar Abhiyan 

has expanded the scope for the micro and small units to modernize and expand. The 

small powerloom units can take leverage of their existing strengths and seize the 

opportunities thrown open by growing domestic and global market for Textiles and 

Apparels. However, unless they increase their competencies and become 

competitive, they will not gain from the liberalized market rather they will lose their 

market. In this regard the government has to create conducive environment for the 

growth of the industry by devising industry-friendly policies.  Small and micro 

powerloom units should be encouraged to upgrade technology by providing 

appropriate incentives like access to institutional credit at subsidized interest rates 

and access to quality infrastructure. Proactive entrepreneurship and industry-

friendly government policies together make MSME sector the biggest contributor to 

economic growth and job creation.  
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