International Journal of Research in Economics and Social Sciences(1JRESS)
Available online at: http://euroasiapub.org
Vol. 16 Issue 03 March - 2026
ISSN: 2249-7382 | Impact Factor: 8.018|

(An open access scholarly, peer-reviewed, interdisciplinary, monthly, and fully refereed journal.)

RESEARCHERID

4.7 THOMSON REUTERS

GST Reforms and their Impact on MSMEs, Start-ups, and

Entrepreneurship in India

Dr.R.Ramya, Assistant Professor,UG Department of Commerce with (CA), Nallamuthu

Gounder Mahalingam College, Pollachi. Email.id: ramya.mohan548@gmail.com,

ABSTRACT

The introduction of the Goods and Services Tax in 2017 marked one of India’s most
significant economic reforms. By subsuming multiple indirect taxes into a unified tax structure,
GST aimed to create a single national market, enhance transparency, and simplify compliance.
Over time, several reforms—such as simplified return filing, e-invoicing, QRMP (Quarterly
Return Monthly Payment) schemes, and increased threshold exemption limits have further
strengthened its framework. For Micro, Small, and Medium Enterprises (MSMEs), GST
reforms have reduced the cascading effect of taxes and improved input tax credit (ITC)
availability, lowering overall production costs. Digital compliance systems have encouraged
formalization, enabling MSMEs to access institutional finance more easily. However, initial
compliance challenges, working capital blockages due to delayed refunds, and technological
barriers posed difficulties, especially for smaller firms with limited resources.

Start-ups have benefited from the uniform tax regime, which facilitates interstate trade
without multiple state-level tax complications. The removal of entry taxes and check posts has
improved supply chain efficiency and logistics management. GST’s online registration and
return processes align well with the digital orientation of start-ups. Additionally, reforms such
as faster refund processing for exporters have supported globally oriented ventures. While
transitional challenges persist, the long-term impact supports sustainable business growth and

economic development in India.

Keyword: Improved Cash Flow, Increased Digital Compliance, Easier Inter-State Trade, and Lower
Production Costs for Sectors Like Textiles and Logistics.
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INTRODUCTION

The implementation of the Goods and Services Tax (GST) on 1 July 2017 marked a
historic transformation in India’s indirect taxation system. Introduced as a comprehensive,
destination-based tax, GST replaced a complex structure of multiple central and state taxes such
as excise duty, service tax, value added tax (VAT), and entry tax. The reform aimed to create a
unified national market by adopting the principle of “One Nation, One Tax.” Over time, various
GST reforms including simplified return filing procedures, the introduction of e-invoicing,
quarterly return monthly payment (QRMP) schemes, and enhanced threshold exemption
limits—have been implemented to improve compliance, transparency, and efficiency.

Start-ups and emerging entrepreneurs have also experienced significant implications
under the GST regime. By streamlining interstate trade and eliminating multiple tax barriers,
GST has simplified business expansion across states. The digital registration and return filing
system aligns well with the technology-driven nature of start-ups, fostering ease of doing
business. Moreover, transparent tax policies enhance investor confidence and promote a

structured business environment.

Entrepreneurship in India has been positively influenced by GST reforms through
increased market integration and regulatory clarity. While the transition phase involved
operational and compliance difficulties, continuous policy refinements have aimed to make the
system more business-friendly. Overall, GST reforms represent a crucial step toward
strengthening the ecosystem for MSMEs, start-ups, and entrepreneurial growth, contributing to

long-term economic development and formalization of the economy.

The implementation of the Goods and Services Tax (GST) on 1 July 2017 marked a
historic transformation in India’s indirect taxation system. Introduced as a comprehensive,
destination-based tax, GST replaced a complex structure of multiple central and state taxes such
as excise duty, service tax, value added tax (VAT), and entry tax. The reform aimed to create a
unified national market by adopting the principle of “One Nation, One Tax.” Over time, various
GST reforms—including simplified return filing procedures, the introduction of e-invoicing,
quarterly return monthly payment (QRMP) schemes, and enhanced threshold exemption

limits—have been implemented to improve compliance, transparency, and efficiency.
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OBJECTIVES

e To Create a Unified National Market.
e To Reduce the Cascading Effect of Taxes.
e To Promote Ease of Doing Business.

e To Encourage Formalization of the Economy.

e To Enhance Transparency and Improve Tax Compliance.

METHODOLOGY

This study on GST reforms and their impact on MSMEs, start-ups, and entrepreneurship
is based on a descriptive and analytical research methodology. The research primarily relies
on secondary data sources to examine policy changes and evaluate their economic and business

implications after the implementation of the Goods and Services Tax in India.

Limitations

The research is limited to secondary data and does not include primary surveys or

interviews. Findings depend on the accuracy of published reports and available literature.

Overall, this methodology ensures a systematic and comprehensive evaluation of GST

reforms and their impact on the entrepreneurial ecosystem in India.
DATA ANALYSIS AND INTERPRETATION

The introduction of the Goods and Services Tax (GST) in India in 2017 replaced
multiple indirect taxes with a unified tax system. It significantly affected MSMEs, start-ups,
and the broader entrepreneurial ecosystem by improving transparency, formalization, and tax
compliance. Below is a structured explanation using five analytical tools with data tables and

interpretation.

Table 1: Growth in GST Registrations (MSMEs & Small Businesses)

Year Total GST Registered Taxpayers % Growth
(in crores)
[ 2017 | 0.65 H B |
| 2018 | 1.05 [ 61% |
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Year Total GST Registered Taxpayers % Growth
(in crores)
| 2020 | 1.24 | 18% |
| 2023 | 1.40+ | 13% |
| 2024 | 151+ [ 9.4% |
Tool Used:

e Trend Analysis
o Secondary data from GSTN reports

Interpretation:

The sharp increase in registrations indicates formalization of MSMEs. Many small
businesses entered the formal economy to claim Input Tax Credit (ITC), improving

transparency and access to institutional finance.

Table 2: Compliance Cost Impact on MSMEs

| Parameter | Pre-GST | Post-GST | Impact |

| Number of Taxes |10+ indirect taxes|  Single GST | Simplified |

Return Filing Frequency| State-wise varied || Monthly/Quarterly | Initially high burden |

Digital Compliance  |Low [High (100% online)|Increased tech adoption|
Tool Used:

o Comparative Analysis

Interpretation:

While GST simplified taxation structurally, initial compliance burden increased for
MSMEs. Over time, quarterly returns (QRMP scheme) reduced compliance stress and
encouraged digital literacy.

Table 3: Impact on Working Capital (Input Tax Credit — ITC)

| Factor | Pre-GST || Post-GST |
| Cascading Taxes ||  Present || Eliminated |
| ITC Availability || Limited | Seamless across supply chain |
\Working Capital Blockage|| High | Reduced (except refund delays) |
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Tool Used:
o Cost-Benefit Analysis

Interpretation:

GST reduced cascading effects and improved tax credit flow. However, refund delays
sometimes strained MSME working capital, particularly exporters and start-ups.

Table 4: Effect on Start-up Ecosystem

Indicator 2016 2023 2024
Recognized Start-ups ~450 90,000+ 2,07,000
Inter-state Sales Barriers|| High Minimal High
E-commerce Tax Clarity| Complex Standardized GST Standardized GST
norms

Tool Used:
e Growth Analysis

Interpretation:

GST enabled easier interstate trade and improved market access through e-commerce.
This encouraged entrepreneurship and supported initiatives like Startup India.

Table 5: MSME Contribution to GST Revenue

Year||Average Monthly GST Collection (X Crore)|MSME Share (Estimated %)
2018 90,000 30-35%

2021 1,15,000 35-38%

2023 1,60,000+ 40%

2024 2,07,000 60%
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Tool Used:

e Revenue Trend & Contribution Analysis

Interpretation:

Increasing GST collections show better compliance and expansion of the tax base.
MSMEs contribute significantly, reflecting greater formal participation in the economy.GST,
implemented in 2017 and administered through the Goods and Services Tax Network (GSTN),

aimed to create a unified indirect tax structure.

FINDINGS

GST reforms significantly enhanced formalization, transparency, and digital adoption
among MSMEs and start-ups. Interstate trade barriers were reduced, improving market
accessibility. ITC mechanisms minimized cascading taxes, strengthening competitiveness.

However, compliance complexity and refund delays initially strained small businesses.

CONCLUSION

GST reforms have transformed India’s indirect tax system by integrating multiple taxes
into a single framework. For MSMEs and start-ups, GST created both opportunities and
challenges. The unified national market eliminated interstate tax barriers, encouraging
entrepreneurship and supporting small business expansion. Increased registrations indicate
successful formalization and improved tax compliance. Digital filing systems enhanced
transparency but required technological adaptation, increasing short-term compliance costs for
small firms. The Input Tax Credit system reduced cascading taxation, improving cost efficiency
and price competitiveness. However, refund delays and working capital blockages affected
liquidity, especially for exporters and early-stage start-ups. Government reforms such as

simplified return filing and threshold exemptions have gradually reduced these burdens.

GST has strengthened the entrepreneurial ecosystem by promoting transparency, digital
integration, and revenue growth. Continued policy refinements, improved grievance redressal,
and faster refunds can further enhance MSME sustainability and support inclusive economic

development.
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