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ABSTRACT:  

The introduction of the Goods and Services Tax (GST) marked a major transformation in 

India’s indirect taxation system. Since its rollout in 2017, continuous reforms and 

enhancements—commonly referred to as GST 2.0—have been implemented to streamline 

compliance, strengthen digital infrastructure, and promote ease of doing business. This 

study explores the implications of GST 2.0 on Micro, Small and Medium Enterprises 

(MSMEs), start-ups, and entrepreneurship in India. It identifies key advantages such as 

enhanced transparency, simplified tax processes, and greater business formalization. 

However, it also highlights persistent challenges including compliance expenses, 

technological constraints, and liquidity concerns. The study concludes that while GST 2.0 

holds substantial promise for improving the business ecosystem, its effectiveness depends 

on resolving these implementation-related issues. 
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INTRODUCTION : 

Taxation reforms significantly influence a nation’s economic framework. In India, the 

Goods and Services Tax (GST), introduced in July 2017, aimed to unify the complex 

indirect tax system by replacing multiple levies with a single, comprehensive structure. It 

subsumed taxes such as VAT, service tax, and excise duty into a streamlined system. 

Over time, the government has introduced several improvements—collectively termed 

GST 2.0—to enhance efficiency. These reforms emphasize strengthening the GST 

network, simplifying return filing, promoting digital compliance, and reducing the burden 

on smaller enterprises. 

MSMEs, start-ups, and entrepreneurs are vital contributors to India’s economic growth, 

generating employment and driving innovation. Despite their importance, these sectors 

often face regulatory and compliance-related challenges. 

This study investigates how GST 2.0 has influenced business operations, financial 

management, and growth prospects for MSMEs and emerging enterprises. 

 

LITERATURE REVIEW:  

Existing research provides valuable insights into the impact of GST on Indian businesses. 

Gupta (2018) observed that GST streamlined the indirect tax framework and enhanced 

transparency, enabling businesses to operate within a unified national market. 

Sharma and Kumar (2019) noted that MSMEs initially struggled with digital compliance and 

frequent regulatory updates, although adaptation improved over time. 

Patel (2020) emphasized that GST improved supply chain efficiency by removing interstate 

tax barriers and enabling input tax credit, thereby reducing overall tax costs. 

Rao (2021) highlighted that GST’s digital infrastructure benefits start-ups by improving 

transparency and facilitating better financial record-keeping. 

Overall, previous studies indicate that while GST offers long-term advantages, smaller 

enterprises may encounter short-term challenges, especially in terms of compliance and 

technology adoption. 

 

OBJECTIVES OF THE STUDY:  

This study pursues the following specific objectives: 

1. To understand the concept and key features of GST 2.0. 

2. To assess its impact on MSMEs. 

3. To evaluate its influence on start-ups and entrepreneurial ventures. 

4. To identify major challenges faced by small businesses under GST 2.0. 

5. To recommend measures for enhancing GST effectiveness for MSMEs. 
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HYPOTHESES 

H1: Increases in GST rates have a significant negative impact on consumer demand. 

H2: Greater tax awareness positively influences willingness to pay. 

H3: Higher perceived transparency of GST increases willingness to pay. 

H4: Digital tax systems positively affect consumer trust and compliance behaviour. 

H5: Income level significantly moderates the relationship between GST rates and demand 

response. 

H6: Consumers are more responsive to GST changes in luxury goods than in essential goods. 

H7: Perceived fairness of taxation positively contributes to consumption stability. 

 

RESEARCH METHODOLOGY:  

 This study adopts a descriptive research design to evaluate the impact of GST 2.0 on  

 MSMEs, start-ups, and entrepreneurship. 

Data Collection 

• The analysis is based on secondary data sourced from: 

• Government publications  

• Academic journals and research papers  

• Books and economic reports  

• Online platforms, including official government websites  

Research Approach 

• The collected information has been systematically analyzed to identify key benefits, 

challenges, and overall implications of GST 2.0 on small businesses and 

entrepreneurial activities. 

5. Impact of GST 2.0 on MSMEs 

• GST 2.0 has produced both favorable and unfavorable outcomes for MSMEs. 

Positive Effects 

• Simplified Tax Structure 

• The consolidation of multiple taxes into a single system has made taxation more 

straightforward.  

• Input Tax Credit Advantage 

• MSMEs can claim credits on purchases, thereby lowering their effective tax burden.  

• Wider Market Access 

• The removal of interstate barriers has enabled businesses to expand across India.  

• Improved Transparency through Digitalization 

• Online filing systems have enhanced accountability and record management.  
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Negative Effects 

• Higher Compliance Costs 

• Many small firms require professional assistance to manage GST filings.  

• Cash Flow Constraints 

• Delays in refunds can disrupt working capital cycles.  

• Technological Limitations 

• Smaller enterprises often face difficulties adapting to digital platforms.  

6. Impact of GST 2.0 on Start-ups 

• Start-ups, being key drivers of innovation, are significantly influenced by GST 

reforms. 

Advantages 

• A unified tax system simplifies operational complexities.  

• Digital compliance systems support tech-driven and e-commerce businesses.  

• Input tax credit helps reduce operational expenses.  

Challenges 

• Compliance procedures may still be complex for early-stage start-ups.  

• Frequent regulatory updates can create uncertainty and planning difficulties.  

7. Impact on Entrepreneurship 

• GST 2.0 has broader implications for the entrepreneurial ecosystem. 

Positive Outcomes 

• Encourages formalization of businesses.  

• Enhances ease of doing business.  

• Promotes a transparent and accountable tax environment.  

Negative Outcomes 

• Limited digital access in rural areas creates barriers for small entrepreneurs.  

• Compliance requirements may discourage informal businesses from formal 

registration.  

 

DISCUSSION/SUGGESTIONS: 

The study reveals the following key insights: 

GST 2.0 has significantly improved transparency in taxation. 

MSMEs benefit from input tax credit and access to a nationwide market. 

Start-ups gain from digital systems and simplified tax structures. 

Compliance costs and technological challenges remain major concerns. 

Training and awareness initiatives can improve adaptability among MSMEs. 
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CONCLUSION:  

GST 2.0 represents a progressive step toward creating a more efficient and unified tax system 

in India. It offers substantial long-term benefits for MSMEs, start-ups, and entrepreneurs by 

enhancing market access, improving financial management, and promoting transparency. 

However, to fully realize its potential, existing challenges must be addressed. Simplifying 

compliance procedures, strengthening digital infrastructure, and providing targeted training 

programs are essential steps. 

In conclusion, GST 2.0 has the capacity to significantly strengthen India’s entrepreneurial 

landscape and contribute to sustained economic development. 
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