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 The introduction of the Goods and Services Tax (GST) in India was envisioned as a 
transformative reform aimed at simplifying the indirect tax structure, promoting transparency, 
and creating a unified national market. While large enterprises have adapted to the regime with 
relative ease, micro, small, and medium enterprises (MSMEs)—the backbone of India’s 
economy—have faced disproportionate challenges. This systematic review, conducted in line 
with PRISMA guidelines, synthesizes evidence from 29 peer-reviewed studies published 
between 2017 and 2025 to assess the multifaceted impacts of GST on MSMEs. The findings 

reveal a dual effect: GST has promoted formalization, enhanced transparency, and facilitated interstate 
trade, yet it has also imposed substantial compliance costs, liquidity pressures due to delayed input tax 
credit refunds, and digital adoption barriers, particularly in rural and semi-urban contexts. Sectoral and 
regional variations were evident, with industries such as textiles and footwear reporting stronger adverse 
impacts compared to service-oriented firms. Despite these challenges, the shift toward digital accounting 
and increased operational discipline suggests opportunities for long-term modernization. The study 
concludes that GST represents both a reformative opportunity and a constraint for MSMEs, underscoring 
the need for simplified compliance mechanisms, faster refund systems, and targeted policy interventions 
to ensure sustainable growth.     
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1. Introduction 
 The introduction of the Goods and Services 
Tax (GST) in India in July 2017 marked a 
significant reform aimed at streamlining the 
country’s indirect taxation system. Designed as a 

“one nation, one tax” model, GST replaced a 
complex web of central and state-level taxes with a 
unified framework intended to promote efficiency, 
reduce cascading tax effects, and enhance 
transparency (Siddiq & Prasad, 2017; Mohan & 
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Ali, 2018). While large corporations with 
sophisticated financial and technological resources 
have gradually adapted to this transition, the 
micro, small, and medium enterprises (MSMEs)—
which account for nearly 30% of India’s GDP and 
employ over 110 million people—have 
experienced disproportionate challenges (Nandi 
& Banerjee, 2018; Kumaraswamy, 2020). 
 Existing literature reveals mixed findings 
regarding GST’s impact on MSMEs. On one hand, 
scholars highlight that GST has promoted 
formalization, increased transparency, and 
improved interstate trade by eliminating barriers 
and creating a unified market (Chopra & Modi, 
2020; Singh & Singh, 2022). On the other hand, 
studies emphasize difficulties such as working 
capital blockages due to delayed input tax credit 
refunds, rising compliance costs, and the digital 
divide that hampers small businesses’ ability to 
meet technological requirements (Bhalla, 
Sharma, & Kaur, 2023; Dhillon & Gautam, 
2022). Sector-specific analyses—such as textiles 
(Shetty, 2019; Khatik, 2025), footwear (Sudha, 
Hariharasudhan, & Kungumapriya, 2023), and 
regional case studies in states like Punjab and 
Karnataka—further indicate that the burden of 
GST is uneven across industries and geographies 
(Harishekar & Manoj, 2021; Sureka & Bordoloi, 
2024). 
 Despite a growing body of research, gaps 
persist in synthesizing the evidence systematically. 
Most studies tend to be localized, sector-specific, 
or focused on short-term effects, thereby 
providing fragmented insights. While some 
highlight GST’s potential to modernize MSMEs 
through digitization and improved record-keeping 
(Ahmed & Sur, 2021; Deshmukh, Mohan, & 
Mohan, 2022), others caution that smaller firms, 
particularly those in rural and semi-urban areas, 
continue to face knowledge barriers and financial 
strain (Murari & Chettri, 2020; Nandal & Khera, 
2022). This inconsistency underscores the need 
for a comprehensive review that consolidates 
existing findings, evaluates challenges and 
opportunities, and identifies policy directions. 
 Therefore, this study conducts a systematic 
review of literature published between 2017 and 
2025, following the PRISMA framework, to analyze 
the impact of GST on MSMEs in India. By 
synthesizing empirical and conceptual studies 
across multiple sectors and states, this review 
aims to clarify the dual nature of GST’s influence—

both as a driver of formalization and as a source of 
compliance and liquidity stress—while also 
suggesting pathways for future research and 
policy refinement. 
 
2. Literature Review 
 The introduction of the Goods and Services 
Tax (GST) in July 2017 has generated extensive 
scholarly debate regarding its effects on India’s 
micro, small, and medium enterprises (MSMEs). 
The literature highlights both positive 
transformations and serious challenges, reflecting 
the dual nature of this reform. 
 Several studies emphasize the liquidity 
constraints faced by MSMEs due to delayed Input 
Tax Credit (ITC) refunds. Kumaraswamy (2020) 
reported that working capital blockages were one 
of the most pressing concerns for small firms post-
GST, while Bhalla, Sharma, and Kaur (2023) 
observed that refund delays negatively influenced 
business performance. Similar concerns were 
raised in sector-specific contexts such as textiles 
and footwear, where thin profit margins 
intensified financial stress (Shetty, 2019; Sudha, 
Hariharasudhan, & Kungumapriya, 2023). 
 A dominant strand of research has focused 
on the compliance challenges posed by GST. 
Harishekar and Manoj (2021) documented the 
increased filing burden among SMEs in 
Bangalore’s Peenya industrial area, while Dhillon 
and Gautam (2022) noted that small enterprises 
in Punjab struggled due to limited awareness and 
inadequate training. Chouhan, Shakdwipee, and 
Khan (2017) similarly found low awareness 
levels among small business owners in Rajasthan. 
In contrast, Guna and Anuradha (2021) 
suggested that GST improved operational 
discipline despite the initial compliance hurdles. 
 The GST regime has accelerated digital 
adoption among MSMEs, particularly in e-filing, 
invoicing, and record management. Ahmed and 
Sur (2021) argued that GST, combined with 
demonetization and the COVID-19 pandemic, 
pushed rural MSMEs toward digital platforms. 
Deshmukh, Mohan, and Mohan (2022) further 
showed that digitalization has improved 
transparency, though smaller enterprises continue 
to face a digital divide. Nandal and Khera (2022) 
emphasized that firms with greater GST 
knowledge demonstrated better compliance 
outcomes, underscoring the importance of 
awareness and training. 
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 Sectoral studies reveal uneven impacts of 
GST across industries. Shetty (2019) and Khatik 
(2025) found that the textile industry suffered 
reduced competitiveness, while Sudha et al. 
(2023) highlighted shrinking profit margins in the 
footwear sector. Region-specific studies from 
Sikkim (Murari & Chettri, 2020), Punjab 
(Dhillon & Gautam, 2022), and Karnataka 
(Harishekar & Manoj, 2021) indicate that 
smaller states and industrial clusters often 
experienced greater compliance challenges than 
larger urban centers. 
 Despite these concerns, many scholars 
argue that GST has yielded structural benefits. 
Singh and Singh (2022) and Chopra and Modi 
(2020) pointed to greater transparency and the 
removal of interstate trade barriers, while 
Nagalakshmi and Vinoth (2019) highlighted the 
potential for formalization of informal enterprises. 
Shambharkar and Tekade (2025) further noted 
that GST contributed to improved governance and 
economic formalization, even if immediate 
benefits for small firms were uneven. 
 Overall, the literature underscores GST as a 
transformative yet problematic reform. While it 
has introduced transparency, digitization, and 
formalization, it has also increased compliance 
costs and financial stress for MSMEs. The 
fragmented nature of prior studies—many of 
which are region-specific or sector-specific—
justifies the need for a systematic review to 
consolidate findings and provide a balanced 
understanding of GST’s true impact on MSMEs in 
India. 
 
3. Research Problem and Rationale 
 The Goods and Services Tax (GST) was 
envisioned as a transformative reform to simplify 
India’s complex indirect taxation framework and 
create a unified national market. While the reform 
has indeed reduced tax multiplicity and 
encouraged greater transparency, its implications 
for micro, small, and medium enterprises (MSMEs) 
have been far from uniform. MSMEs form the 
backbone of the Indian economy, contributing 
significantly to GDP, exports, and employment 
(Singh & Singh, 2022). However, their limited 
financial capacity, inadequate technological 
preparedness, and reliance on traditional business 
practices make them more vulnerable to structural 
tax changes compared to larger corporations 

(Kumaraswamy, 2020; Dhillon & Gautam, 
2022). 
 Research indicates that MSMEs often face 
liquidity constraints arising from delayed input tax 
credit (ITC) refunds, increased compliance costs, 
and the burden of digital tax filing (Bhalla, 
Sharma, & Kaur, 2023; Sureka & Bordoloi, 
2024). For many small businesses, especially in 
rural and semi-urban areas, inadequate awareness 
and lack of professional tax expertise further 
exacerbate compliance difficulties (Chouhan, 
Shakdwipee, & Khan, 2017; Nandal & Khera, 
2022). Moreover, sector-specific studies, such as 
those in textiles, footwear, and manufacturing, 
reveal uneven impacts of GST across industries, 
suggesting that the reform has generated both 
winners and losers within the MSME ecosystem 
(Shetty, 2019; Sudha, Hariharasudhan, & 
Kungumapriya, 2023; Khatik, 2025). 
 Despite these insights, the existing 
literature remains fragmented and often context-
specific, with many studies limited to single 
industries or states. This makes it difficult to draw 
comprehensive conclusions regarding the overall 
impact of GST on MSMEs at the national level 
(Mohan & Ali, 2018; Harishekar & Manoj, 
2021). While some scholars argue that GST has 
created opportunities for formalization and 
digitalization (Ahmed & Sur, 2021; Deshmukh, 
Mohan, & Mohan, 2022), others highlight its role 
in intensifying financial stress and administrative 
burdens (Murari & Chettri, 2020; Geeta, 
Mathiraj, & Bharathi, 2019). 
 Therefore, the research problem arises 
from this lack of systematic synthesis. A 
fragmented understanding restricts policymakers 
from formulating balanced interventions that 
could support MSMEs in overcoming compliance 
challenges while leveraging the benefits of tax 
reform. This systematic review is thus warranted 
to consolidate empirical evidence, evaluate the 
dual nature of GST’s influence, and provide 
actionable insights for policymakers, 
academicians, and practitioners. 
 
4. Objectives of the Study 

 To systematically review existing literature 
on the impact of GST on MSMEs in India. 

 To identify key challenges faced by MSMEs 
under the GST regime. 
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 To analyze opportunities and positive 
outcomes of GST implementation for 
MSMEs. 

 To examine sectoral and regional 
variations in GST’s impact. 

 To provide policy insights and future 
research directions for strengthening 
MSMEs. 

 
5. Research Questions 

 What are the major impacts of GST on the 
financial and operational performance of 
MSMEs in India? 

 How has GST influenced compliance 
behavior and digital adoption among 
MSMEs? 

 What sectoral and regional variations exist 
in the impact of GST on MSMEs? 

 What strategies and policy measures can 
support MSMEs in adapting to the GST 
regime? 

 
6. Methodology 
 This study adopts a systematic review 
methodology following the Preferred Reporting 
Items for Systematic Reviews and Meta-Analyses 
(PRISMA) guidelines to ensure transparency and 
replicability. Relevant literature was identified 
through a comprehensive search of electronic 
databases including Scopus, Web of Science, 
Google Scholar, JSTOR, and ResearchGate. The 
search strategy employed keywords such as “GST,” 
“Goods and Services Tax,” “MSMEs,” “SMEs,” “tax 
compliance,” “input tax credit,” and “India.” 

Boolean operators and truncation were applied to 
refine search results and capture variations of 
terms. 
 The inclusion criteria for study selection 
were: (a) peer-reviewed articles, conference 
papers, or book chapters published between 2017 
and 2025; (b) studies focusing on the impact of 
GST on micro, small, and medium enterprises 
(MSMEs) in India; and (c) publications in the 
English language. Exclusion criteria included non-
peer-reviewed reports, editorials, opinion pieces, 
and studies not directly related to GST and MSMEs. 
 The screening process followed four stages: 
identification, screening, eligibility, and inclusion. 
Initially, all retrieved records were imported into 
reference management software to remove 
duplicates. Titles and abstracts were then 
screened to exclude irrelevant studies. Full texts of 
potentially eligible articles were assessed against 
the inclusion and exclusion criteria. The final set of 
studies was included in the systematic synthesis. 
 To ensure rigor, the PRISMA 2020 flow 
diagram was used to map the selection process, 
including the number of records identified, 
screened, excluded, and finally included in the 
review. Data from the selected studies were 
systematically extracted into a review matrix 
covering author details, year, location, focus, 
methodology, and key findings. The extracted 
information was synthesized narratively, 
highlighting both positive and negative impacts of 
GST on MSMEs, with attention to sectoral and 
regional variations. 

 

 
Fig-1: PRISMA Flow Diagram 
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7. Results 
 The systematic review identified 29 eligible 
studies that addressed the impact of Goods and 
Services Tax (GST) on micro, small, and medium 
enterprises (MSMEs) in India. These studies span 
from 2017, when GST was introduced, to 2025, 
covering diverse geographical regions, industrial 
sectors, and methodological approaches. The 
synthesis reveals both positive opportunities and 
significant challenges for MSMEs under the GST 
regime. 
 

7.1 Characteristics of Included Studies 
 The selected studies employed mixed 
methodologies, ranging from quantitative surveys 
and econometric analyses to qualitative interviews 
and case studies. A substantial number of articles 
focused on regional contexts such as Punjab, 
Karnataka, Rajasthan, Sikkim, and Maharashtra, 
while others addressed sector-specific impacts in 
textiles, footwear, and manufacturing industries. 
Several studies also investigated the role of digital 
compliance and knowledge dissemination among 
small firms. 

 
Table-1: Study Characteristics of Included Literature (n = 29) 

Author–Year Focus Location Key Findings 
Siddiq & Prasad 
(2017) 

Early impact of GST on 
MSMEs 

India GST posed initial 
compliance challenges 

Chouhan, Shakdwipee 
& Khan (2017) 

Awareness of GST 
implementation 

Rajasthan Low awareness among 
small business owners 

Kumari (2017) Impact of GST on 
MSMEs 

India GST added compliance 
burden but promoted 
formalization 

Nandi & Banerjee 
(2018) 

Composition scheme 
under GST 

India Liquidity stress despite 
simplified compliance 

Mohan & Ali (2018) GST rollout implications India Working capital strain 
and operational 
disruption 

Geeta, Mathiraj & 
Bharathi (2019) 

GST effects on MSMEs India Mixed results; 
compliance improved 
but costs increased 

Nagalakshmi & Vinoth 
(2019) 

GST performance India Beneficial for 
formalization, difficult 
for micro units 

Shetty (2019) GST on textile industry India Competitiveness 
reduced in global 
markets 

Murari & Chettri 
(2020) 

GST and MSME growth Sikkim Growth slowed due to 
compliance costs 

Kumaraswamy (2020) GST shock on working 
capital 

India Liquidity crunch 
severely affected SMEs 

Chopra & Modi (2020) GST impact on SMEs Rajasthan GST brought 
transparency but raised 
compliance costs 

Deshmukh, Mohan & 
Mohan (2022) 

GST via SAP–LAP–
Twitter analysis 

India Digitalization improved 
but complexity 
increased 

Dwivedi, Chakraborty 
& Sinha (2023) 

GST impact on tax 
revenue & formalization 

West Bengal Formalization improved 
but state revenue 
declined 

Dhillon & Gautam 
(2022) 

Impact of GST on 
MSMEs 

Punjab Small firms struggled 
more with compliance 
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Nandal & Khera 
(2022) 

GST knowledge and 
compliance 

Haryana Greater knowledge 
linked to better 
compliance 

Puri (2022) Empirical GST study Maharashtra Compliance burden 
slowed small 
businesses 

Mittal & Raman 
(2021) 

Perception & impact of 
GST 

India Negative perception 
among MSMEs 

Ahmed & Sur (2021) GST & digitalization Rural MSMEs Digital adoption 
increased post-GST 

Harishekar & Manoj 
(2021) 

GST in Peenya 
Industrial Area 

Karnataka High compliance costs 
and IT challenges 

Guna & Anuradha 
(2021) 

Systematic review of 
GST impact 

India Mixed findings, 
compliance discipline 
noted 

Bhalla, Sharma & Kaur 
(2023) 

Business performance 
under GST 

India Refund delays hurt 
MSMEs 

Sudha, 
Hariharasudhan & 
Kungumapriya (2023) 

Footwear industry 
under GST 

Tamil Nadu Margins reduced due to 
compliance burden 

KK (2024) Critical analysis of GST 
on MSMEs 

India GST increased stress on 
smaller firms 

Sureka & Bordoloi 
(2024) 

GST regime and ITC India Input Tax Credit delays 
remained problematic 

Mongia & Singh 
(2025) 

Challenges of GST 
regime 

India SMEs face unresolved 
structural barriers 

Shambharkar & 
Tekade (2025) 

GST and Indian 
economy 

India GST boosted 
transparency but 
slowed SMEs 

Khatik (2025) GST on textile 
companies 

India Competitiveness 
reduced; exports 
affected 

Dwivedi, Chakraborty 
& Sinha (2023) 

Essays on GST impact India GST improved 
formalization but 
uneven benefits 

V. Mohan & Ali (2018) Assessment of GST on 
MSMEs 

India Adaptation slow; 
liquidity issues noted 

 
7.2. Thematic Synthesis of Results 
 Most studies highlight liquidity stress as 
the primary challenge for MSMEs under GST. 
Delays in Input Tax Credit (ITC) refunds created 
cash flow blockages, particularly for firms with 
limited working capital (Kumaraswamy, 2020; 
Bhalla et al., 2023). Small enterprises in sectors 
like textiles and footwear were disproportionately 
affected, as margins were already thin (Shetty, 
2019; Sudha et al., 2023). 
 Several studies emphasized that GST 
increased the compliance workload of MSMEs, as 
firms had to adapt to frequent return filings, 

digital platforms, and tax audits. Many smaller 
businesses struggled due to limited tax knowledge 
and lack of IT infrastructure (Harishekar & 
Manoj, 2021; Nandal & Khera, 2022). However, 
some evidence shows that once adapted, 
compliance improved operational discipline and 
reduced informal practices (Guna & Anuradha, 
2021). 
 The GST regime has pushed MSMEs 
towards digital adoption, particularly in invoicing, 
e-filing, and accounting (Ahmed & Sur, 2021; 
Deshmukh et al., 2022). While this transition has 
been beneficial in formalizing businesses, it has 
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also created a digital divide, with rural and semi-
urban firms struggling more than urban 
counterparts. 
 The review shows regional variation in 
GST’s impact. For example, firms in Punjab and 
Rajasthan reported difficulties due to lack of 
awareness and resistance to formalization 
(Dhillon & Gautam, 2022; Chouhan et al., 
2017), whereas enterprises in urban centers like 
Bangalore adapted more quickly but at higher 
compliance costs (Harishekar & Manoj, 2021). 
Similarly, sectoral studies revealed that industries 
such as textiles and footwear were more adversely 
affected than IT or services due to export 
dependencies and thin margins. 
 Despite challenges, GST has provided 
certain benefits. Several studies noted greater 
transparency, reduced tax multiplicity, and ease of 

inter-state trade (Singh & Singh, 2022; Chopra & 
Modi, 2020). Formalization of businesses under 
GST has improved access to credit and enhanced 
long-term sustainability, although such benefits 
are more visible among medium-sized enterprises 
than micro-units. 
 Overall, the synthesis confirms that GST has 
had a dual impact on MSMEs in India. While it has 
advanced transparency, digitalization, and 
interstate trade facilitation, the reform has 
simultaneously imposed financial stress and 
compliance complexities that disproportionately 
burden smaller firms. The evidence underscores 
the necessity for policy refinements such as 
simplified compliance for micro-units, faster ITC 
refunds, and training initiatives to bridge the 
digital divide. 

 

Fig-2: Distribution of GST Studies by Year (2017–2025) 
 

Fig-3: Distribution of GST Studies by Region 
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Fig-4: Sectoral Distribution of GST Studies 
 

Fig-5: Positive vs. Negative Impacts of GST on MSMEs 
 
 The distribution of studies by year and 
region (Figure 2) indicates that research on GST 
and MSMEs gained momentum after its 
implementation in 2017, with the highest number 
of publications appearing between 2020 and 2023. 
While many studies examined GST at the national 
level, state-focused analyses were also evident, 
particularly in Punjab, Karnataka, Maharashtra, 
Tamil Nadu, and Rajasthan. Sectoral distribution 
(Figure 4) shows that most studies addressed 
general MSMEs, accounting for the largest share of 
literature, followed by industry-specific 
investigations in textiles, footwear, and 
manufacturing. A smaller number of studies 
emphasized the role of digitalization and 
compliance behavior among enterprises. An 
analysis of positive and negative impacts (Figure 
5) further highlights the dual nature of GST’s 
influence. On the positive side, studies reported 
gains in formalization, transparency, interstate 
trade facilitation, improved access to credit, and 

operational discipline. Conversely, more studies 
identified negative consequences, including 
liquidity stress due to delayed input tax credit 
(ITC) refunds, high compliance costs, digital divide 
challenges, and reduced competitiveness in global 
markets. Collectively, these results demonstrate 
that although GST has provided avenues for 
modernization and transparency, the burden of 
compliance and financial stress remains a 
dominant concern for MSMEs in India. 
 
8. Discussion 
 The findings of this systematic review 
demonstrate that the Goods and Services Tax 
(GST) has produced dual outcomes for micro, 
small, and medium enterprises (MSMEs) in India. 
On the one hand, GST has been lauded as a reform 
that simplifies the tax structure, encourages 
formalization, and enhances transparency in 
business operations (Singh & Singh, 2022; 
Chopra & Modi, 2020). On the other hand, the 
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literature overwhelmingly reports that MSMEs 
face persistent challenges in terms of liquidity, 
compliance, and digital adoption (Kumaraswamy, 
2020; Bhalla, Sharma, & Kaur, 2023). 
 A dominant theme across studies is the 
issue of liquidity stress, primarily caused by delays 
in Input Tax Credit (ITC) refunds. For smaller 
firms with limited working capital, these delays 
often translate into operational difficulties and 
reduced profitability (Sureka & Bordoloi, 2024). 
This financial burden is more pronounced in 
traditional industries such as textiles and 
footwear, where thin profit margins make it 
difficult for firms to absorb compliance-related 
costs (Shetty, 2019; Sudha, Hariharasudhan, & 
Kungumapriya, 2023). By contrast, medium-
sized enterprises with better resources have 
shown relatively greater adaptability. 
 Another important finding is the 
compliance burden. GST requires frequent return 
filings and familiarity with digital platforms, which 
many small entrepreneurs struggle to manage 
(Harishekar & Manoj, 2021; Nandal & Khera, 
2022). Studies from regions like Punjab and 
Rajasthan reveal that limited tax knowledge and 
inadequate training have heightened compliance 
difficulties (Dhillon & Gautam, 2022; Chouhan, 
Shakdwipee, & Khan, 2017). However, a 
contrasting perspective suggests that once 
compliance mechanisms were integrated, GST 
encouraged operational discipline and reduced 
informal practices among SMEs (Guna & 
Anuradha, 2021). 
 The review also highlights regional and 
sectoral disparities in GST’s impact. Firms in 
industrial hubs such as Bangalore adapted more 
effectively, albeit with higher compliance costs, 
compared to rural or semi-urban MSMEs, which 
continue to face infrastructural and knowledge-
related barriers (Ahmed & Sur, 2021). Similarly, 
sector-specific studies reveal uneven outcomes: 
while export-oriented industries such as textiles 
reported reduced competitiveness (Khatik, 
2025), service-oriented firms benefited from 
interstate trade facilitation. 
 Despite these challenges, GST has created 
opportunities for long-term modernization of 
MSMEs. The push towards digital adoption has 
improved accounting standards, increased 
transparency, and facilitated access to formal 
credit channels (Deshmukh, Mohan, & Mohan, 
2022). These structural shifts, though initially 

burdensome, may enable MSMEs to compete more 
effectively in the future, particularly if supported 
by policy interventions aimed at reducing 
compliance complexity and accelerating ITC 
refunds. 
 Overall, this review underscores that GST is 
neither an unequivocal success nor a complete 
failure for MSMEs. Rather, it is a reform with both 
opportunities and constraints, whose effectiveness 
depends on firm size, sectoral characteristics, 
regional context, and the availability of 
institutional support. To maximize GST’s benefits, 
policymakers must focus on targeted interventions 
that reduce compliance costs for micro-
enterprises, strengthen digital literacy, and ensure 
faster refund mechanisms. 
 
9. Implications of the Study 
 The findings of this systematic review carry 
several important implications for policy, practice, 
and academic research. From a policy perspective, 
the evidence highlights the urgent need for 
reforms that address the liquidity challenges of 
MSMEs, particularly by ensuring timely disbursal 
of Input Tax Credit (ITC) refunds and simplifying 
return filing procedures. Policymakers should 
consider differentiated compliance mechanisms 
for micro-enterprises, such as quarterly rather 
than monthly filings, to reduce administrative 
stress on smaller firms. Targeted tax training and 
digital literacy programs are also essential to 
bridge the knowledge gaps that continue to hinder 
compliance in rural and semi-urban areas. 
 From a practical perspective, the review 
suggests that MSMEs must adopt proactive 
strategies to embrace digital tools for accounting, 
tax filing, and financial management. While GST 
has introduced short-term burdens, it has also 
created opportunities for long-term efficiency 
through improved transparency and access to 
credit. Enterprises that invest in building digital 
capacity and professional expertise are more likely 
to sustain themselves in the formal economy. 
Support networks, industry associations, and 
business development services should play a key 
role in facilitating this transition. 
 From an academic perspective, the review 
underscores the fragmented nature of existing 
research, with most studies focusing on single 
regions or industries. Future scholarship must 
adopt comparative and longitudinal approaches to 
understand how GST impacts vary across states, 
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sectors, and firm sizes. There is also a need to 
examine the intersection of GST with other policy 
shocks—such as demonetization and the COVID-
19 pandemic—to build a more holistic 
understanding of MSME resilience. 
 
10. Limitations of the Review 
 Although this systematic review provides 
valuable insights into the impact of GST on MSMEs 
in India, certain limitations must be 
acknowledged. First, the review was restricted to 
studies published between 2017 and 2025 in 
English, which may have excluded relevant work 
available in regional languages or unpublished 
government and industry reports. Second, many of 
the included studies were region- or sector-
specific, making it difficult to generalize findings to 
all MSMEs across the country. Third, several 
studies relied on survey-based or perception-
driven data, which may reflect respondent bias 
rather than objective performance outcomes. 
Fourth, while the PRISMA method ensured a 
structured selection process, the reliance on 
available secondary literature limited the ability to 
validate results through primary data collection. 
Finally, the rapidly evolving nature of tax 
regulations in India means that the results 
represent a snapshot in time, and ongoing policy 
adjustments may alter the challenges and 
opportunities faced by MSMEs in the future. 
 
11. Future Research Directions 
 This review highlights several avenues for 
future research on the impact of GST on MSMEs in 
India. First, there is a need for longitudinal studies 
that track MSME performance over multiple years 
to assess whether the initial compliance burdens 
of GST translate into long-term benefits such as 
improved transparency, competitiveness, and 
credit access. Second, comparative analyses across 
states and sectors should be conducted, as the 
evidence shows considerable regional and 
industry-specific variations in GST’s impact. For 
example, textile and footwear industries report 
stronger negative effects, while service-oriented 
enterprises may have adapted more smoothly. 
 Third, future research should explore the 
intersection of GST with other policy changes such 
as demonetization, the COVID-19 pandemic, and 
the rise of digital payment systems. Understanding 
how these overlapping reforms affect MSME 
resilience could provide a holistic view of  

challenges and coping mechanisms. Fourth, more 
empirical studies using firm-level data are 
necessary to measure the exact financial and 
operational consequences of GST, beyond self-
reported perceptions. Advanced econometric 
methods and big data analytics could enhance the 
accuracy of such assessments. 
 Finally, there is scope for research on policy 
innovation and adaptive strategies, including the 
effectiveness of simplified filing systems, digital 
literacy programs, and tax consultancy services 
targeted at MSMEs. Such work would not only 
contribute to academic knowledge but also 
provide actionable recommendations for 
policymakers and practitioners aiming to 
strengthen India’s MSME ecosystem under the GST 
framework. 
 
12. Conclusion 
 This systematic review examined the 
impact of the Goods and Services Tax (GST) on 
micro, small, and medium enterprises (MSMEs) in 
India, synthesizing evidence from 29 studies 
published between 2017 and 2025. The findings 
reveal that GST has been a double-edged reform: 
while it has promoted transparency, encouraged 
formalization, and facilitated interstate trade, it 
has simultaneously imposed significant liquidity 
stress, compliance burdens, and digital adoption 
challenges for smaller firms. Sectoral and regional 
disparities were evident, with industries such as 
textiles and footwear facing greater difficulties 
compared to service-based enterprises, and rural 
firms struggling more than urban counterparts. 
 Overall, GST represents a reform with both 
opportunities and constraints. Its long-term 
success for MSMEs depends on policy measures 
that simplify compliance, ensure faster Input Tax 
Credit refunds, and provide capacity-building 
support for digital integration. For practitioners, 
the review highlights the importance of adopting 
proactive digital and financial strategies, while for 
scholars, it underscores the need for comparative 
and longitudinal research to capture evolving 
dynamics. 
 In conclusion, GST remains a critical 
milestone in India’s economic reforms. However, 
to fully realize its benefits for MSMEs—the 
backbone of the Indian economy—continuous 
policy refinement, stakeholder engagement, and 
academic inquiry are essential. 
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