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ABSTRACT 
With the inception of GST, one of the largest indirect tax regimes of India, many things 
fell into place. It was one of the long-awaited opportunities which simplified the tax 
system in India. An initiative by the Government of India which removed all the trade 
barriers between the states. Now, the states can easily and freely trade without paying 
multiple taxes at various levels and it has also become easy for the Government to 
administer the tax system with more transparency. Thanks to ‘one nation-one market 
and one tax’ principle.  It is favorable to all—traders, manufacturers, consumers, and the 
government alike. It holds equal significance for all stakeholders. GST is implemented 
nationwide in 29 states and 7 union territories and has benefited manufacturers and 
traders by abolishing multiple taxes at various levels making it easy to expand their 
productions in low cost and to make the trade hassle-free. It helped the consumers to get 
the goods at cheaper rates than before due to cutting various taxes and decreased cost of 
production. It also helped the Government to refine the taxation process and improve the 
cascading of taxes thereby making more money and preventing the revenue leakage at 
various levels. It was enacted by an amendment to the Constitution. A Constitution 
Amendment Bill (122nd Amendment Bill) was passed by both the houses of the 
legislature (the Lok Sabha and the Rajya Sabha) through common and broad consensus 
and then approved by the then President of India, Shri Pranab Mukherjee thereby making 
it a law in the Year 2016 (101st Constitutional Amendment Act,2016). It was launched on 
30th June 2017, showcasing the evidence of the maturity and wisdom of the Indian 
democracy. The article demonstrates the compliance issues faced by MSMEs in the 
process of GST implementation. 
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1. INTRODUCTION 
A tax is a method of collecting revenue from people, corporations, or various entities by the government to finance 

state expenditures. It is considered the most important source of government revenue to support economic growth and 
achieve the status of a developed country and high income. The Goods and Services Tax (GST) combines all the current 
central and state taxes in the country into a single tax, eliminating the double taxation system and optionally creating a 
common nationwide market. The introduction of this tax enables the government to have better control over taxpayers, 
which in turn improves the entire tax model and has many alternative benefits. This sector of the SME market has been 
considered for years because of the main driver of the development of the Indian economy. MSMEs have emerged as a 
major employment generating industry in India and have ensured steady growth in many sectors of our society. The 
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impact of GST on MSMEs has brought huge changes. This study will be useful for small and medium business 
entrepreneurs and others to understand the impact of GST implementation. 

 
2. LITERATURE REVIEW 

India's micro, small and medium enterprises (MSMEs) operate in a vulnerable environment State. In the last few 
years, Indian MSMEs are facing financial problems due to demonetisation and introduction of Goods and Services Tax 
(GST). Currently, the industry is being hit hard by the COVID-19 pandemic, the nationwide lockdown and the global 
recession. Declining demand for goods and services, a labor crisis and negligible exports have combined to contribute to 
the financial woes of small Indian firms (Ghosh, 2020). Recognizing the recent disruption in the economic activities of 
small businesses, the Government of India (GOI) has introduced liquidity measures to revive the sector. However, the 
actual impact of financial assistance is still a concern. According to a CreditWatch report, access to institutional credit is 
limited to only 5-10% of Indian SMEs, so among eligible borrowers, only half of SMEs have access to the relief package 
offered by the Indian government (Suryakumar, 2020). Thus, despite efforts, poor access to finance remains problematic 
in India. The stalemate that it is, the gap exists primarily because of emerging financial constraints from the supply and 
demand side; where the supply side is represented by finance providers and the demand side represents MSME 
borrowers (Fastenbauer, 2015). Many researchers like Binks and Ennew (1997), Howorth and Moro (2006), Ayyagari et 
al. (2008), Singh and Kaur (2019) divided the factors contributing to the financing gap into supply-side constraints and 
demand-side constraints. Furthermore, these constraints lead to the classification of the funding gap into supply gap 
(SG), demand gap (DG) and knowledge gap (KG) (Seet et al., 2010; Rao et al., 2017). 
 
3. METHODOLOGY 

To draw meaningful inferences and conclusions, a minimum sample size of 100 is recommended (Alreck and Settle, 
2003). Accordingly, 120 MSME traders from Pune were surveyed through a questionnaire containing agreement 
accorded to the 5 statements pertaining to the pressing issues in GST implementation: 

1. Cost of compliance  
2. Issues with portal  
3. Procedures/Documentation 
4. Lack of IT infrastructure 
5. Lack of trained manpower  
Likert scales were used for response options. The response options were - 0 - Can't Say, 1 - Somewhat agree, 2 - 

Completely agree, 3 - Somewhat Disagree, 4 - Completely Disagree.  
Responses were received from 120 MSME owners. The questionnaire was tested for reliability, and it returned a 

Cronbach Alpha score of 0.87 and hence was considered reliable. Following hypotheses were formulated: 
Ho: There are no pressing issues faced by MSMEs in GST implementation 
Ha: There are pressing issues faced by MSMEs in GST implementation 
The hypothesis was tested based on the average agreement/disagreement responses to the five statements of the 

questionnaire. The average agreement/disagreement response of the 120 respondents for all the five statements was 
taken as the sample mean and it was compared with a hypothesized population mean of 50% agreement/disagreement 
connoting an event by chance and not due to any statistical significance. A t-test was applied at 95% confidence level and 
based on the p-value the null hypothesis was tested for rejection or non-rejection. 
 
4. DATA ANALYSIS AND INTERPRETATION 

35 respondents were from the Northern region of Pune, 30 were from the Eastern region, 25 were from the Western 
region, and 30 were from the Southern region. 37 respondents were from the age-group of <30 years, 53 were from the 
age-group 30-40 years, and 30 were from the age-group of >40 years. 

Table 1 gives the five statements items and their agreement ratings by the 120 respondents: 
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Table 1: Average ratings for the five statements  
Sr. No. Item Agreement % 

1 Cost of compliance  83% 

2 Issues with portal  84% 

3 Procedures/Documentation 89% 

4 Lack of IT infrastructure 78% 

5 Lack of trained manpower  84% 

  Average 84% 

 
The average agreement for the five statements was 84% and this was compared with the hypothesized population 

mean of 50%. Results were as under: 
Table 2: Summary statistics 

Parameter Value 

Sample mean 84% 

SD of sample 1.10364 

Hypothesized population mean 50% 

N 120 

t-value 3.37475 

p-value  0.00050 

Alpha 0.050 

 
As the computed p-value is lower than the significance level alpha=0.05, one should reject the null hypothesis H0, 

and accept the alternative hypothesis, Ha. 
Thus, the null hypothesis that there are no pressing issues faced by MSMEs in GST implementation was rejected in 

favor of the alternate there are pressing issues faced by MSMEs in GST implementation. 
 

5. CONCLUSION 
There are pressing issues faced by MSMEs in GST implementation. The study reflects that little part of MSME 

entrepreneurs' readiness for GST, need for GST network improvisation and other similar related trends be bottleneck 
factors in realizing the actual outcome of GST implementation. In line with the impact survey conducted on small and 
micro enterprises, it is clear that people rate the impact of GST as balanced and there is potential room for improvement 
in this process. However, to ensure a smooth and successful outcome, it is very important to ensure that the 
implementation system is managed and addresses gaps in the process. If such measures are taken by the government at 
a rapid pace, it can be a very resourceful outcome for sustainable economic development.  
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