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Abstract 

Goods and Services Tax (GST) is a comprehensive tax levy on manufacture, sale and 

consumption of goods and services at a national level. The GST regime holds an enormous 

opportunity for various sectors of the economy and is expected to herald a new era of indirect tax 

regime. By replacing various indirect taxes, GST is expected to be a key step in the field of 

indirect tax reform in India. The uniform tax reform under GST is expected to provide a uniform 

market for MSMEs. By cutting down multiple taxes, this reform will increase the flexibility in 

transfer of goods, hence reducing the total business cost. While the lower Goods and Services 

Tax (GST) rates may lead to a decline in inflation, economic growth may not improve 

significantly in the short term even though it will benefit both India Inc and the government in 

the medium term. Present study carried out in Peenya Industrial area, Banglaore city with a 

random sample of 110 responses. It’s concluded that there is significant relationship between 

dependent variable GST impacts on MSMEs. 
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Introduction 

  

Small and Medium Enterprises (SMEs) have been considered as the main stream and preliminary 

growth booster of the Indian Economy since Independence. It is further evident from the fact that 

today we have more than 3 million SMEs in India contributing almost 50% of the Industrial 

Output and 42% of India’s Total Net Export. For a developing country like India and its 

demographic diversity, SMEs have emerged as the leading employment-generating sector and 

has provided balanced development across sectors. In this backdrop, we will examine what 

would be the impact of GST (Goods & Service Tax) on Small & Medium Enterprises (SMEs).  

After the passage of the Goods and Services Tax (GST) Bill, the Industry is hailing the 

government for bringing up this reform which has been long pending because of political 

deadlocks. 

 

But before we analyze the impact of GST on Small & Medium Enterprises, we should 

understand how GST is going to widen the taxpayer base. Earlier, any manufacturer with a 

turnover of Rs 1.5 Cr. or less was not required to comply with the provisions of Excise Law and 

were enjoying the benefit of SSI (Small Scale Industries). However, with the merging of all State 

and Central Level Taxes into the periphery of GST, any manufacturer with a turnover of Rs 20 

Lacs (Generally for Normal States) or more will have to comply with GST and its procedures. 

  

All the compliance procedures under GST — Registration, Payments, Refunds, Maintenance of 

Books of Accounts, Online Payment of Taxes and Returns will now be carried out through 

online portals only and thus SMEs need not worry about interacting with department officers for 

carrying out these compliances, which are considered as a headache in the current tax regime.  

 

Every major reform is faced with certain hurdles, and arguments from various stakeholders. 

However, from an SME perspective, GST will bring in many positives compared to the current 

systems such as easy process of availing input credit, single point tax, elimination of cascading 

tax system, and simpler taxation. These pros offset the negatives. While hopes rests with GST to 

boost the GDP growth and reduce the fiscal deficit. The extent of such impact will depend on a 

https://www.yesbank.in/business-banking/yes-gst/knowledge-articles/gst-impact-on-sme-and-difficulties-faced-since-implementation


Journal of Contemporary Issues in Business and Government Vol. 28, No. 04, 2022 
 https://cibgp.com/     

                                                                                        P-ISSN: 2204-1990; E-ISSN: 1323-6903  

                                                                                      DOI: 10.47750/cibg.2022.28.04.089 
 

1162 
 

favorable consensus on GST rates for all business segments and integrated implementation of the 

same. 

 

Positive impacts of GST on MSME’s: 

1. Launching a new business becomes easier 

Under the previous tax regime, if your business had operations across multiple states, you would 

need to register for VAT with each state’s sales tax department in order to carry out business 

activities there. The fact that every state had different tax rules complicated the entire process, 

and business owners had to pay multiple procedural fees for VAT registration. Under GST, the 

registration is centralized and the rules are uniform for all the states across the country. All you 

have to do is complete and submit an online form to obtain a GSTIN (GST Identification 

Number). Launching a new business, and subsequently expanding it, will be comparatively 

easier under the GST regime. 

2. The entire process of taxation becomes simpler 

The prime reason GST is implemented is to remove cascading taxation. It reduces the 

complications caused by the overlap between Central taxes (Excise duty, customs duty, service 

tax, etc.) and State taxes (VAT, purchase tax, luxury tax, etc.), because it levies a uniform tax on 

goods and services all over India. The taxes on goods and services levied under VAT, purchase 

tax, and luxury tax will now be merged into one single tax with one common return. If you’ve 

spent a large portion of your time on managing multiple taxes, you can relax under the new 

regime because filing and paying taxes is easier with the GSTN portal. 

A combined tax also means dealing with fewer tax authorities. Previously, business owners had 

to deal with many different tax authorities depending on the nature of their business and 

transactions. Under GST, you can be sure that the relevant authority is always either the Centre 

or the State government. 

3. Reduced cost of logistics 

The current tax regime has created a lot of hassles for the transportation sector. The long queues 

at checkpoints and inter-state entry points have caused vehicles to stand idle for long periods of 

time, adding to labor and fuel costs. Businesses transporting goods to other states have had a 

hard time filing paperwork and paying entry taxes at the inter-state borders, further delaying the 

delivery of goods. 

https://www.zoho.com/in/books/gst/gst-india-basics.html#tax-cascading
https://www.zoho.com/in/books/gst/gst-registration.html
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Under GST, the current Central Sales Tax (CST) on interstate sales will be replaced with a 

combined tax called IGST, which is composed of CGST and SGST and collected by the Central 

Government. As the removal of border and check-post taxes makes state boundaries less 

significant under the GST regime, both the delay and the transportation cost will be reduced. 

This will increase inter-state business, facilitate faster movement of goods, and reduce 

maintenance costs. 

4. The distinction between goods and services will be eliminated 

Previously, businesses providing both goods and services had to calculate the VAT and service 

taxes individually. GST eases the process by removing the distinction between goods and 

services; tax will be calculated for the final total, not individual products or services. This will 

help SMEs take advantage of the tax incentives for payment on the procurement of input goods 

and services (like import, interstate and local purchases, and telephone services). 

Currently, every invoice contains a long and confusing list of taxes levied on the goods and 

services involved in the transaction. GST will make invoicing simpler, as only one tax rate will 

need to be mentioned. 

 

Review of Literature 

Sundarajan (2017) - A study based on the “Implementation of Goods and Services Tax and 

Prospects and Challenges Ahead” is an exploratory study. The study is based on the secondary 

data. The data is collected from the various journals, annual reports, magazines and newspapers 

.As per the study, the manufacturers and traders stand to gain due to input tax credit system. The 

society is saved from the cascading effect i.e. tax on tax. The challenges which stay ahead is 

development of well-equipped IT support system to stand with the GST in its proper 

implementation and conduction of various training and awareness programmes for the various 

stakeholders. 

Jaiswal (2019) - The study is conceptual in nature which has highlighted the conceptual 

framework of Goods & Services Tax. As per the study, the tax reform is expected to 

revolutionize the Indian economy as it did in the year 1991 at the time of LPG policy. GST is 

split into two components - CGST and SGST. Petroleum, electricity and alcohol is kept out of 

the gamut of GST. GSTN provides IT infrastructure to GST. The various benefits which GST 

accrues are no cascading effect, harmonized indirect taxation system , low logistics costs . 
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Kumar Rajesh (2021) studied, ”Impact analysis of GST on Indian Hospitality Industry” 

concluded that The GST of 18 percent will thus lead to banquets becoming reasonable 

consequently offering a huge haul to the hospitality industry. In a nutshell, the GST is going to 

have a neutral impact on the Indian hospitality industry. 

Bhat (2021) said that the Micro, Small and Medium Enterprises have become a cornerstone of 

Indian economy. This sector is playing an essential role in providing employment generation, 

entrepreneurship development, and poverty alleviation. He also pointed out that MSME sector in 

India was already facing problems by demonization and with the implementation of GST in the 

country. But with this current pandemic of Covid-19, production of goods and services in this 

sector has been curtailed and this sector has started suffering from the shortage of necessary 

inputs, which led to supply shock. 

Subhash (2019) studied “Goods and Services Tax in India: An Introductory Study’ and 

concluded that GST would be a really necessary step in the field of indirect taxation. The paper 

has tried to relinquish information concerning GST system. She additionally quoted in her 

research paper that Consumer’s tax burden can just about scale back to 25% to 30%. Indian 

manufactured products would become a lot more competitive in the domestic and international 

markets. This taxation system would instantly encourage economic growth. GST with its 

transparent mode will prove easier to administer. 

Shefali (2016) found that GST will simplify the existing indirect tax system. It will help to 

remove inefficiencies created by the existing current heterogeneous taxation system. Another 

study by  

Aastha (2019) concluded that GST will have a positive impact on various sectors and industry. 

Although the implementation of GST requires concentrated efforts by Central and State 

Government, trade and industry.   

Upasana (2020) concluded that implementation of GST provides a simple, user- friendly and 

transparent tax system. GST stands for a coherent tax system will colligate most of the current 

indirect taxes. It will lead to higher output, more employment opportunities and flourish GDP by 

1-1.5 percent. 
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Objectives 

 To study the understand level of MSME’s towards implementation of GST in Peenya 

Industrial area, Bangalore city 

 To examine the impact of GST on MSME’s in Peenya Industrial area, Bangalore city 

 

 

Research Methodology 

Primary data conducted from MSME owners through interview schedules. The study was 

conducted during January 2022 –March 2022 and the study covers selected MSMEs. In this 

study convenient random sampling technique has been used and 110 respondents were selected 

on random basis. The study is undertaken in Peenya Industrial area, Bangalore city. 

Data Analysis and Interpretation  

 

Descriptive Analysis 

 

 

Demographics No. of 

respondents 

Percentage 

(%) 

Gender 
Male 89 81% 

Female 21 19% 

 

Age(in Years) 

18-25 13 12% 

26-40 25 23% 

41-50 30 27% 

Above 50 42 38% 

Educational 
Qualification 

No 
formal 
Education 

16 15% 

 SSLC 46 42% 

 Degree 
Level 

29 26% 

 Others 19 17% 

 
Size of Business 

Micro 30 27% 

 Small 45 41% 

 Medium 
35 32% 
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Source: own calculation 

In Table 1 shows the demographic profile of the 110 responses. It reveals that Male respondents 

are higher than female respondents. Majority of respondent’s falls in the age group of 50 years 

above and SSC educational qualification are high as compared to other education groups. 

Majority of the business size is small enterprise and followed by medium enterprise. 

Factors affecting business practices of GST Implementation  

S.N. Factor SA A SD D N 

1 GST Filing Procedure is Complicated 61 34 10 4 1 

2 Cost of Training to Existing Staff 59 46 3 2 0 

3 Compliance Cost is high 55 42 8 5 0 

4 GST Rates are Higher than previous Regime 69 40 0 0 1 

5 Delays in Refund 80 30 0 0 0 

6  
We Hired Trained Manpower To Manage 
GST/ Additional Activities 
 

52 39 8 9 2 

Source: own calculation 

According to Table 2 shows  the 55% of respondents said the GST registration process was 

completed, 63% of respondents said the tax rate was higher than the previous regulation, and the 

majority of respondents were i.e. 50% say the GST Compliance cost is high. Respondents at 

73% said delays in GST refund. 47% of respondents stated that the we Hired Trained Manpower 

to Manage GST/ Additional Activities 

Reliability Test 

Statement 
Cronbach's 

Alpha 

 
1. GST reduces the paper work 

0.841 

 

2. GST is simple, transparent and 
easy tax structure 
 

0.910 

 

3. Stock transfer to branches 
reduces cash position under GST 
 

0.719 

 
4. Filing of taxes 

0.837 
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5. Tax rate was high under earlier 
indirect tax system 
 

0.907 

6. GST paid on goods purchased 

from unregistered dealer is not 

available to claim Input Tax 
Credit 
 

0.866 

 
7. Online Compliance Procedures 
 

0.788 

Source: own calculation 

In table 3 shows that out of 111 items in the scale for measuring level of impact of GST on 

MSMEs is acceptable and the entire variable above 7 Cronbach‟s alpha coefficient this indicating 

an excellent reliability among 11 scale items. Based on this results can be proceed for further 

analysis  

ANOVA 

Relationship between MSME’s and Impact of Implementation of GST  

 

 
Statement 

 
Sum of 

Squares 

 
df 

 
Mean 

Square 

 
F 

 
Sig. 

GST reduces the paper 

work 

Between 
Groups 

2.891 2 2.199 3.199 
0.519 

 

Within 
Groups 

78.983 107 0.811 
  

Total 81.874 110    

GST is simple, 

transparent and 

easy tax structure 

 

Between 
Groups 

11.099 2 3.618 4.881 0.411 

Within 
Groups 

99.453 107 0.519 
  

Total 
110.552 

110    

Stock transfer to 

branches 

reduces cash position 

under GST 

Between 
Groups 

3.991 2 3.888 2.982 0.078 

Within 
Groups 

66.343 107 0.912 
  

Total 
70.334 

110    

 Filing of taxes Between 
Groups 

12.641 2 2.543 2.562 0.211 

Within 
Groups 

98.104 107 0.811 
  

Total 110.745 110    

Tax rate was high under 

earlier 

Between 
Groups 

2.522 2 3.244 4.433 0.059 

Within 
Groups 

88.901 107 0.221 
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indirect tax system 

 

Total 
91.423 

110    

GST paid on goods 

purchased 

from unregistered dealer 

is not 

available to claim Input 

Tax 

Credit 

Between 
Groups 

11.119 2 3.463 1.191 0.088 

Within 
Groups 

71.99 107 0.021 
  

Total 

83.109 

110    

Online Compliance 

Procedures 

Between 
Groups 

14.319 2 4.194 4.322 0.099 

Within 
Groups 

88.569 107 0.302 
  

Total 102.888 110    

significant *denotes Significant at 5 % level 

In table 4 shows since p value is more than 0.05 the null hypothesis is accepted at 5% level of 

significance. Hence it is concluded that there is difference between impact of MSME’s and GST 

implementation of the respondents in the Peenya Industrial area, Bangalore city.  

 

Regression 

Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

1 .822
a
 .749 0.298 1.91739 

 

In table 5 indicates that the multiple regression tables it is noted that the value of coefficient of 

regression (R
2
) is 0.749 which implies that 74.1% of the variance on impact of GST is explained 

by the independent variables. The f value obtained is 1.91739 (P < 0.001) and hence it is 

concluded that there is significant relationship between dependent variable GST impact on 

MSMEs. 

Conclusion 

The impact of GST on the entire Indian economy needs to be thoroughly investigated in order to 

reach a generally accepted conclusion. The introduction of GST is aimed at expanding the 

taxpayer base, primarily SME, but incurs compliance issues and associated charges.  . COVID-

19 Pandemic affected MSMEs sector. During that time, they are facing many problems and 
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challenges like cancellation of contract, reduction of sales, lack of logistics supply etc. For 

MSMEs upliftment central and government have to give more financial support and give digital 

literacy to sell their products and services at global level. From the above analysis, it is 

understood that, implementation of GST adversely impacted mainly to small scale industries and 

unorganized industries particularly in the beginning period of implementation. Study found that 

there is significant relationship between dependent variable GST impacts on MSME’s in 

Peenya Industrial area, Bangalore city. 
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