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Abstract: The Goods and Services Tax (GST) is probably one of the most notable economic
reforms in India that was introduced in July 2017 and is meant to substitute a discontinuous system of
indirect taxes with an integrated national one. Although the shift to GST made it easier to comply, as
well as enhance transparency in taxes, a number of structural and operational loopholes were noted
since its implementation. Complex procedures of filing the returns, constant changes of the rules,
delayed input tax credit and ambiguity in the administration posed problems to both big and small
businesses. These issues led to the debate about the necessity to have a more stable, predictable, and
technologically secure system, which is often called GST 2.0. GST 2.0 is a progressive step of reform
which aims at improving the first structure, mitigating compliance.

Starting 1 January 2026, new GST rules and several important Goods and Services Tax (GST)
compliances came into effect in India. These GST updates matter if you're running a business, filing
returns, or planning tax compliance for the new fiscal year.

This paper aims to explore the new GST rate changes and tighten compliance. Others closed old
loopholes businesses quietly relied on. Together, the latest GST rules changed how returns are filed, how
ITC is claimed, and how closely the GST portal now tracks errors.
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1. Introduction

The Goods and Services Tax (GST) is one of the most significant economic reforms implemented in India to simplify
the indirect tax system and create a unified national market. Introduced on 1 July 2017, GST replaced multiple indirect
taxes such as Value Added Tax (VAT), Service Tax, Excise Duty, and several state-level taxes with a single
comprehensive tax system. The main objective of GST was to eliminate cascading taxation, improve tax compliance,
and promote transparency in the Indian economy. Over the years, the government has continuously modified the GST
structure to address implementation challenges and enhance efficiency in tax administration.

In recent years, India has undertaken major reforms in the GST framework, often referred to as “GST 2.0”, aimed at
simplifying tax rates, strengthening digital compliance, and improving ease of doing business. One of the most
significant changes introduced in 2025-2026 is the rationalization of GST slabs. The earlier four-tier structure of 5%,
12%, 18%, and 28% has largely been simplified into a more streamlined structure with 5% and 18% as the primary
rates, while a 40% rate applies to luxury and sin goods such as tobacco and high-end products.

These reforms were introduced to reduce complexity in the tax system, encourage consumption, and enhance economic
growth. Many essential goods and daily-use items were moved to lower tax brackets or exempted from GST, which is
expected to reduce the tax burden on consumers and help control inflation. According to economic studies, GST rate
rationalization may reduce inflation by 65-75 basis points while also increasing demand and economic activity.

Apart from rate rationalization, the government has also implemented several administrative and technological
reforms. These include improvements in the GST Network (GSTN) portal, stronger invoice matching systems, faster
refund processing, and expanded use of e-invoicing and e-way bills to enhance transparency and reduce tax evasion.
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The establishment of the Goods and Services Tax Appellate Tribunal (GSTAT) is another major reform aimed at
resolving disputes efficiently and strengthening the legal framework of the GST system.

Furthermore, GST reforms are also focused on supporting Micro, Small, and Medium Enterprises (MSMEs) by
simplifying registration procedures, reducing compliance burdens, and encouraging digital integration of tax systems.
These measures are expected to improve the business environment, increase formalization of the economy, and
strengthen revenue generation for both the central and state governments.

In this context, the present research paper aims to analyze the recent GST reforms in 2026, their objectives, structural
changes, and their impact on economic growth, business operations, and government revenue. The study also examines
the benefits and challenges associated with these reforms and evaluates their role in shaping a more efficient and
transparent tax system in India.

2. Background of the Study

The introduction of the Goods and Services Tax (GST) marked a major transformation in India’s indirect taxation
system. Before GST, the country followed a complex tax structure where both the Central and State Governments
imposed multiple indirect taxes such as Central Excise Duty, Service Tax, Value Added Tax (VAT), Octroi, and Entry
Tax. This multi-layered tax system often led to tax cascading (tax on tax), higher compliance costs, and inefficiencies
in the movement of goods across states.

To address these issues, the Government of India implemented GST on 1 July 2017, replacing many indirect taxes with
a unified tax system. The reform was made possible through the 101st Constitutional Amendment Act of India,
which empowered both the central and state governments to levy GST. The implementation of GST aimed to create
“One Nation, One Tax, One Market,” thereby improving the efficiency of the tax system and promoting economic
integration across the country.

Since its introduction, GST has undergone several policy changes and structural improvements to resolve initial
challenges such as technical issues in the GST portal, complex filing procedures, multiple tax slabs, and compliance
burdens for businesses. The GST Council, the highest decision-making body for GST, has played a crucial role in
recommending reforms, rationalizing tax rates, and simplifying compliance mechanisms.

In recent years, especially leading up to 2025-2026, the government introduced a new phase of reforms aimed at
strengthening the GST framework. These reforms include GST rate rationalization, expansion of e-invoicing,
improved digital tax administration, and the establishment of the Goods and Services Tax Appellate Tribunal
(GSTAT) to handle tax disputes more efficiently. The reforms also focus on reducing compliance costs for businesses,
improving tax transparency, and increasing government revenue.

Another important reason for the reforms is the need to improve tax efficiency and address economic challenges such
as inflation, revenue fluctuations, and compliance gaps. By simplifying tax structures and strengthening digital
monitoring systems, the government aims to create a more transparent, efficient, and growth-oriented tax
environment.

Therefore, the study of GST Reforms 2026 becomes important to understand how these policy changes influence
India’s tax administration, economic growth, business environment, and revenue generation. This background provides
the foundation for analyzing the objectives, implementation, and overall impact of the latest GST reforms in India.

Objectives of the Study

To study the concept and structure of the Goods and Services Tax in India.

The objective is to understand the basic framework, principles, and functioning of GST in the Indian taxation system.
To examine the major reforms introduced in GST up to 2026.

This includes studying recent policy changes such as GST rate rationalization, digital compliance measures, and
administrative reforms.
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To evaluate the impact of GST reforms on economic growth and government revenue.

This objective focuses on understanding how GST reforms influence tax collection, fiscal stability, and economic
development.

To analyze the benefits and challenges associated with GST implementation.

The objective is to identify both the positive outcomes and the difficulties faced during GST implementation and
reform processes.

3. Review of Literature
A review of literature helps to understand the existing studies, opinions, and findings related to the Goods and
Services Tax (GST) and its reforms in India. Many researchers, economists, and government institutions have
examined the impact of GST on the Indian economy, business environment, and tax administration.
Arvind Subramanian (2015), in the report of the Ministry of Finance, explained that GST would create a unified
national market and improve tax efficiency in India. The study highlighted that the implementation of GST could
increase India’s GDP growth by reducing cascading taxes and improving logistics efficiency.
Vijay Kelkar (2009) emphasized the importance of a comprehensive GST system in India. His research suggested that
GST would simplify the indirect tax structure, promote transparency, and reduce tax evasion. He also highlighted that
GST would help integrate the Indian economy by creating a common market.
According to Reserve Bank of India (RBI) reports, GST has improved tax compliance and increased indirect tax
revenue over the years. The reports indicate that digital tax systems such as e-invoicing and e-way bills have
strengthened transparency and reduced tax leakages.
Research conducted by the National Council of Applied Economic Research (NCAER) found that GST has
contributed to improving logistics efficiency and reducing transportation time across states by eliminating check posts
and multiple taxes.
Another study by the International Monetary Fund (IMF) observed that GST reforms in India have strengthened
fiscal capacity and improved tax administration through digital monitoring and standardized tax procedures.
Recent studies also highlight the role of the GST Council in introducing GST reforms such as rate rationalization,
simplification of return filing, and strengthening of compliance systems. These reforms aim to improve the efficiency
and effectiveness of the GST system while supporting economic growth.
Overall, the literature suggests that GST has played an important role in transforming India’s indirect taxation system.
However, researchers also point out certain challenges such as compliance complexity for small businesses, frequent
rate changes, and technological issues. Therefore, further study of GST Reforms 2026 is necessary to evaluate their
effectiveness and future impact on the Indian economy.
Research Methodology
Research methodology explains the methods and techniques used to conduct the study and analyze the data related to
the **Goods and Services Tax reforms in India. This study mainly focuses on analyzing the structure, implementation,
and impact of GST reforms introduced up to the year 2026.
Type of Research : The present study is descriptive and analytical in nature. It attempts to describe the structure of
GST reforms and analyze their economic impact on businesses, tax administration, and government revenue.
2. Sources of Data : The study is mainly based on secondary data. The data has been collected from various reliable
sources such as government publications, research reports, books, journals, and official websites. Important information
has also been collected from reports published by the Ministry of Finance, the GST Council, and the Reserve Bank
of India.
3. Data Collection Methods : Secondary data has been collected from the following sources:

e  Government reports and policy documents

e Economic surveys and budget reports

e Research articles and academic journals
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e Official statistics related to GST revenue and tax reforms

e Publications from financial institutions and economic organizations
4. Period of Study : The study mainly focuses on the period from 2017 to 2026, covering the introduction of GST and
the major reforms implemented during this period.
5. Tools and Techniques of Analysis : To analyze the data effectively, various statistical tools and techniques are
used, such as:

e Tables to present GST revenue and tax data

e Bar graphs and charts to show trends and comparisons

e Percentage analysis to evaluate changes in tax revenue and economic indicators
6. Scope of the Study : The study mainly examines the development and reforms of GST in India, including policy
changes, tax rate rationalization, digital compliance systems, and their impact on the economy.
This research methodology helps in understanding the structure, performance, and effectiveness of GST reforms up to
2026 in improving India’s taxation system and economic development.

Statistical Table: GST Revenue in India (2017-2026)

|Financial Year HTotal GST Collection ([ Lakh Crore)HAverage Monthly Collection ([J Crore)|
[2017-18* 17.19 189.875 |
2018-19 [11.77 98,083 |
[2019-20 [12.22 1,02,000 |
[2020-21 111.36 94,667 |
2021-22 [14.83 1,24,000 |
[2022-23 [18.10 1,51,000 |
[2023-24 [20.18 1,68,000 |
2024-25 [22.08 1,84,000 |
[2025-26 (Estimated)[23.50 1,95,000 |

*GST implemented from 1 July 2017, so the first year includes only 9 months of data.

Total GST Collection (2 Lakh Crore)

m2017-18* 2018-19 m2019-20
m2020-21 m2021-22 m2022-23
m2023-24 2024-25 2025-26 (Estimated)
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Key Statistical Findings from the Table

GST revenue increased from [17.19 lakh crore in 2017-18 to about [122.08 lakh crore in 2024-25, showing strong
growth in tax collection.

The only decline occurred in 2020-21 due to the COVID-19 pandemic, when economic activity slowed.

After 2021, GST collections grew rapidly because of digital compliance, e-invoicing, and improved tax
administration.

The average monthly GST collection has increased from 189,875 crore (2017-18) to nearly [11.84 lakh crore (2024—
25).

4. Findings of the Study

The study of the reforms in the Goods and Services Tax (GST) system in India reveals several important findings
regarding its impact on the economy, tax administration, and business environment. Since its implementation in 2017,
GST has undergone continuous reforms to improve efficiency, simplify procedures, and enhance revenue generation.

1. Improvement in Tax Revenue Collection

One of the major findings of the study is the significant increase in GST revenue over the years. The reforms in
compliance mechanisms, digital monitoring, and tax administration have strengthened revenue collection. Monthly
GST collections have shown steady growth, indicating better tax compliance and expansion of the tax base.

2. Simplification of the Indirect Tax System

GST has replaced multiple indirect taxes with a single unified tax structure. This reform has simplified the tax system
and reduced the complexity of tax procedures. Businesses now follow a standardized taxation framework across the
country, which has improved transparency and efficiency.

3. Creation of a Unified National Market

The implementation of GST has helped create a unified national market by removing inter-state tax barriers. Earlier,
goods moving from one state to another were subject to various entry taxes and check posts. GST has eliminated these
barriers, resulting in smoother movement of goods and improved logistics efficiency.

4. Strengthening of Digital Tax Administration

Another major finding is the expansion of digital systems in tax administration. The introduction of e-invoicing, e-way
bills, and online return filing has improved transparency and reduced the chances of tax evasion. These digital reforms
have strengthened the efficiency of the GST system.

5. Support to Business and Industry

GST reforms have contributed to improving the business environment in India. Simplified tax procedures and improved
logistics systems have reduced the cost of doing business. This has encouraged trade, investment, and industrial
growth.

6. Impact on Small and Medium Enterprises (SMEs)

The reforms have also focused on supporting small businesses through simplified registration procedures and the
composition scheme. However, some small enterprises still face compliance challenges due to frequent policy changes
and digital filing requirements.

7. Rationalization of GST Rates

Recent reforms have aimed at rationalizing GST tax slabs to reduce complexity and improve efficiency. The
simplification of tax rates helps businesses understand the tax system better and reduces administrative difficulties.

8. Strengthening Institutional Framework

The role of the GST Council has been crucial in guiding GST reforms. The Council regularly reviews tax rates,
policies, and administrative procedures to ensure the effective functioning of the GST system.

9. Increase in Transparency and Reduction in Tax Evasion

The digital tracking of transactions and invoice matching has improved transparency in the taxation system. These
mechanisms have reduced tax evasion and increased accountability among businesses.
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10. Contribution to Economic Growth

Overall, GST reforms have contributed to improving economic efficiency by reducing tax cascading, strengthening
revenue collection, and promoting a more organized business environment. These reforms support the long-term
economic development of India.

5. Suggestions / Policy Recommendations

Based on the study of the Goods and Services Tax (GST) reforms in India, several suggestions and policy
recommendations can be made to improve the effectiveness and efficiency of the GST system.

1. Further Simplification of GST Tax Structure : The government should continue efforts to simplify the GST tax
rate structure by reducing the number of tax slabs. A simpler tax system will make compliance easier for businesses
and improve transparency in the taxation process.

2. Strengthening Digital Infrastructure : The GST portal and digital systems should be further improved to ensure
smooth return filing, invoice matching, and refund processing. Strengthening the technology infrastructure will reduce
technical issues faced by taxpayers.

3. Support for Small and Medium Enterprises (SMEs) : Special attention should be given to small businesses and
startups. Simplified compliance procedures, training programs, and awareness campaigns should be conducted to help
them understand and follow GST rules effectively.

4. Faster Refund and Credit Mechanism : The government should ensure faster processing of tax refunds and input
tax credits. Quick refund systems will improve cash flow for businesses, especially exporters and small enterprises.

5. Stability in GST Policies: Frequent changes in GST rules and tax rates sometimes create confusion among
taxpayers. The GST Council should aim to maintain stability in GST policies and introduce reforms in a more
predictable manner.

6. Strengthening Dispute Resolution Mechanism : The functioning of the Goods and Services Tax Appellate
Tribunal (GSTAT) should be strengthened to ensure quick and fair resolution of tax disputes. This will increase trust
among taxpayers and reduce litigation.

7. Increased Awareness and Training Programs : The government should conduct awareness campaigns and
training programs for traders, small entrepreneurs, and accountants to improve understanding of GST compliance
procedures.

8. Regular Monitoring and Evaluation : Continuous monitoring and evaluation of GST policies should be carried out
to identify implementation challenges and make necessary improvements in the system.

9. Promotion of Digital Compliance: Encouraging digital invoicing, online payment systems, and automated
compliance tools can further increase transparency and reduce tax evasion.

10. Strengthening Coordination Between Centre and States : Better coordination between the central and state
governments is necessary for effective implementation of GST reforms and smooth functioning of the taxation system.
Overall, these policy recommendations can help improve the performance of GST and ensure that the tax system
becomes more efficient, transparent, and supportive of economic growth in India.

6. Limitations of the Study

The study of Goods and Services Tax (GST) Reforms 2026 provides useful insights into the changes in India’s
indirect taxation system. However, like any research study, it has certain limitations which may affect the scope and
accuracy of the findings.

1. Dependence on Secondary Data : The study is mainly based on secondary data collected from government reports,
research papers, and published sources. Since primary data such as surveys or interviews were not conducted, the study
depends on the accuracy and availability of existing information.
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2. Limited Time Period of Analysis : The research mainly focuses on the period from 2017 to 2026, covering the
introduction of GST and recent reforms. Long-term impacts of these reforms on the economy may not yet be fully
visible.

3. Changing Nature of GST Policies : GST policies are frequently revised by the GST Council. Due to these regular
changes in tax rates, procedures, and rules, some information in the study may change over time.

4. Limited Sectoral Analysis : The study mainly examines GST reforms from a general economic perspective and
does not analyze their detailed impact on specific sectors such as agriculture, manufacturing, or services.

5. Lack of Regional Analysis : India is a diverse country with different economic conditions across states. The study
does not provide a detailed comparison of the impact of GST reforms in different states or regions.

6. Data Availability Constraints : In some cases, updated statistical data for recent reforms in 2025-2026 may be
limited or still evolving, which restricts a comprehensive quantitative analysis.

7. Focus on Policy Perspective : The study mainly focuses on policy reforms and economic effects and may not fully
capture the practical challenges faced by small businesses and taxpayers in daily compliance with GST rules.

Despite these limitations, the study provides a useful understanding of the structure, objectives, and impact of GST
reforms in India up to 2026.

7. Conclusion

The study of reforms in the Goods and Services Tax (GST) system highlights that GST has become one of the most
important economic reforms in India’s taxation structure. Since its implementation in 2017, GST has significantly
transformed the indirect tax system by replacing multiple central and state taxes with a unified and transparent tax
framework. The primary objective of GST was to create a single national market, reduce tax cascading, and simplify
the taxation process for businesses and consumers.

The reforms introduced up to 2026 have focused on improving the efficiency and effectiveness of the GST system.
Measures such as GST rate rationalization, expansion of digital compliance systems, e-invoicing, and simplified
return filing procedures have strengthened tax administration and increased transparency. These reforms have
contributed to improving tax compliance and increasing government revenue.

Another important aspect of GST reforms is the continuous role played by the GST Council in reviewing tax policies
and recommending necessary changes. The council has helped address challenges related to tax rates, compliance
procedures, and administrative issues, ensuring better coordination between the central and state governments.

The study also reveals that GST has improved logistics efficiency by eliminating inter-state tax barriers and simplifying
the movement of goods across the country. This has reduced transportation costs and enhanced the ease of doing
business. At the same time, digital tax systems have helped reduce tax evasion and improved transparency in financial
transactions.

However, despite these achievements, certain challenges still exist, such as compliance difficulties for small businesses,
technological issues in the GST portal, and frequent changes in tax rules. These challenges highlight the need for
continuous policy improvements and simplification of procedures.

Overall, the GST reforms of 2026 represent an important step toward strengthening India’s taxation system. With
further improvements in policy design, digital infrastructure, and administrative efficiency, GST has the potential to
promote economic growth, improve tax compliance, and support sustainable development in India’s economy.
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