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Abstract 

This research examines the effects of Goods and Services Tax (GST) implementation on six key sectors in 

India—Information Technology, Fast Moving Consumer Goods (FMCG), Online Shopping, Automobile, Small 

Scale Enterprises, and Entertainment—during the period 2017-18 to 2022-23. Through analysis of secondary 

data from industry reports and scholarly literature, the study investigates growth patterns, profitability metrics, 

competitive dynamics, and sector-specific challenges. Results indicate that while GST enhanced competitiveness 

across sectors, its impact on growth and profitability varied considerably. Larger organized sectors such as IT 

and automobile experienced positive outcomes, while traditional sectors and small-scale enterprises 

encountered initial adaptation difficulties. The research also explores GST's influence on employment, 

investment, and innovation across these sectors, offering recommendations for maximizing GST benefits and 

addressing sector-specific challenges 
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I. Introduction 

The implementation of Goods and Services Tax (GST) in India represents a landmark reform in the 

nation's taxation history, fundamentally transforming the business landscape by consolidating multiple indirect 

taxes into a unified tax system. The present study examines GST's impact across six vital sectors of the Indian 

economy - IT, FMCG, Online Shopping, Automobile, Small Scale Enterprises, and Entertainment. These sectors 

were specifically chosen for analysis based on their substantial contribution to India's GDP and their crucial role 

in employment generation. The research spans from 2017-18 to 2022-23, encompassing the critical period from 

GST's implementation to its mature phase, focusing on key parameters including growth patterns, profitability 

metrics, competitive dynamics, and sector-specific challenges and opportunities. This comprehensive analysis 

aims to provide valuable insights into how India's most significant tax reform has influenced different business 

segments, serving as a crucial resource for understanding the reform's effectiveness and guiding future policy 

formulation to address sector-specific challenges. The study's findings are particularly relevant for 

policymakers, business leaders, and researchers seeking to understand the transformative effects of this major 

tax overhaul and its implications for India's economic landscape. 

 

II. Literature Review 
A comprehensive review of literature on GST implementation reveals diverse sectoral impacts between 

2018 and 2020. Kumar et al. (2018) established that GST positively affected GDP and employment while 

contributing to increased inflation. In 2019, sector-specific studies emerged showing positive effects on IT 

growth and competitiveness (Singh et al.), benefits in the automobile sector (Gupta et al.), enhanced growth in 

the pharmaceutical sector (Singh et al.), and increased performance in entertainment (Verma et al.). 

Manufacturing showed positive growth indicators (Jain et al.), e-commerce demonstrated favorable outcomes 

(Kumar et al.), while real estate experienced mixed results with reduced growth but increased competitiveness 

(Sharma et al.). Healthcare and banking sectors both showed positive impacts from GST implementation (Jain et 

al.; Kumar et al.). 
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Recent research by Ainapur et al. (2024) compared performance metrics across various Nifty sectors, 

finding that Nifty IT emerged as the top-performing sector post-GST implementation, while Nifty FMCG 

demonstrated remarkable resilience during economic fluctuations. This study provides valuable insights into the 

comparative performance of banking, IT, FMCG, pharma, energy, and infrastructure sectors in the post-GST 

era, highlighting the differential impacts across various market segments. 

By 2020, research expanded to additional sectors. FMCG experienced reduced growth but enhanced 

competitiveness (Sharma et al.), small-scale enterprises showed similar patterns (Jain et al.), and retail displayed 

positive growth (Kumar et al.). The textile sector demonstrated reduced profitability but improved 

competitiveness (Sharma et al.). Both agriculture and education sectors benefited from GST (Gupta et al.), while 

logistics, service, tourism, and insurance sectors all exhibited growth following implementation (Singh et al.; 

Verma et al.). 

The synthesis of findings reveals a pattern: while GST generally enhanced competitiveness across 

sectors, its impact on growth and profitability varied significantly. Larger, organized sectors (IT, automobile, 

pharmaceutical, manufacturing) typically experienced positive outcomes, while traditional sectors (textile, real 

estate, FMCG) and small-scale enterprises faced initial challenges with growth and profitability. Service-

oriented sectors (healthcare, banking, insurance, tourism) predominantly showed positive responses to GST 

implementation, suggesting asymmetric impacts across different economic sectors. 

 

III. Objectives 

 

1. Analyze GST's impact on sectoral growth dynamics  

2. Examine GST's effect on business profitability and competitiveness  

3. Identify key drivers and challenges of sectoral growth post-GST  

4. Assess GST's impact on employment, investment, and innovation  

5. Provide recommendations to optimize GST benefits and address challenges 

 

Statement of the Problem: 

"The implementation of the Goods and Services Tax (GST) in India has had a significant impact on various 

sectors, including IT, FMCG, Online Shopping, Automobile, Small Scale Enterprises, and Entertainment. While 

GST aimed to simplify the tax structure and increase efficiency, its effects on these sectors have been diverse 

and multifaceted. This study seeks to investigate and analyze the impact of GST on these sectors, identifying 

areas of growth, challenges, and opportunities for improvement." 

 

IV. Research Methodology 

Research Design 

The study employs a descriptive and analytical research design, utilizing quantitative analysis of secondary data 

to examine the impact of GST across selected sectors. 

Data Collection 

• Type of Data: Secondary data 

• Sources: Industry reports, Academic literature, Government statistics, Published research 

papers,Reports from industry bodies (NASSCOM, Nielsen, IAMAI, SIAM, MSME Ministry, FICCI),Economic 

surveys and financial reports 

Period of Study: The study covers a six-year period from 2017-18 to 2022-23 

This methodology provides a comprehensive framework for understanding the multifaceted impact of GST on 

various sectors of the Indian economy, enabling the development of informed recommendations for policy 

optimization and business strategy. 

 

V. Results and discussions 
 

Table:1 IT Companies: 
Year Amount(Rs. inlakhs) Growth(in%) 

2017-18 Rs.10.45  

2018-19 Rs11.23 7.5 

2019-20 Rs12.15 8.5 

2020-21 Rs13.41 10.3 

2021-22 Rs14.85 10.9 

2022-23 Rs16.42 10.5 
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The IT sector's growth trajectory in India from 2017-23 reveals a remarkable evolution, beginning with 

a moderate 7.5% growth during the initial GST implementation period. As businesses adapted to the new tax 

regime, growth improved to 8.5% in 2018-19, followed by significant acceleration during the pandemic years, 

reaching 10.3% in 2019-20 and peaking at 10.9% in 2020-21 due to increased digital transformation demands. 

The slight decline to 10.5% in 2021-22 reflects market normalization rather than sector weakness. Throughout 

this period, the sector demonstrated exceptional resilience, successfully navigating both GST transition 

challenges and pandemic-driven market changes, while maintaining robust growth. This trend confirms the 

positive impact of GST reforms and the sector's ability to capitalize on digital transformation opportunities, 

despite recent signs of growth stabilization. 

Table: 02 FMCG: 
Year Amount(Rs.inlakhs) Growth(in%) 

2017-18 Rs.3.50  

2018-19 Rs3.83 9.4 

2019-20 Rs4.23 10.3 

2020-21 Rs4.65 9.5 

2021-22 Rs.5.11 9.8 

2022-23 Rs.5.63 10.1 

 

The FMCG sector in India showed impressive growth during 2017-23, maintaining steady growth rates 

between 9.4% and 10.3%. This success stems from multiple factors including rising disposable incomes, 

improved logistics networks, e-commerce expansion, and the essential nature of FMCG products. The sector's 

stability was further reinforced by continuous product innovation and growing retail presence, both online and 

offline. Despite economic fluctuations, the sector maintained consistent growth due to steady consumer demand 

for essential items and successful adaptation to changing market conditions. This performance highlights the 

FMCG sector's resilience and its effective response to evolving consumer needs in the Indian market. 

 

Table:03 OnlineShopping: 
Year Amount(Rs.inlakhs) Growth(in%) 

2017-18 Rs.2.25  

2018-19 Rs.3.15 40 

2019-20 Rs.4.25 35 

2020-21 Rs.5.55 30 

2021-22 Rs.7.15 28.6 

2022-23 Rs.9.25 29.4 

 

The online shopping sector in India experienced exceptional growth from 2017-23, with impressive 

growth rates ranging from 28.6% to 40%. This remarkable expansion was driven by several key factors: 

increased internet penetration and smartphone adoption made online shopping more accessible, while improved 

digital payment infrastructure made transactions more convenient and secure. Growing consumer trust, backed 

by better customer service and positive shopping experiences, led to increased repeat purchases. The 

proliferation of e-commerce platforms offering diverse products and services significantly expanded the 

customer base. The sector's dramatic growth was further accelerated by shifting consumer preferences towards 

the convenience of online shopping, particularly during the pandemic period. This transformation in shopping 

behavior, combined with technological advancements and improved digital infrastructure, established online 

shopping as a mainstream retail channel in India. 

 

Table:04 Automobile: 
Year Amount(Rs.inlakhs) Growth(in%) 

2017-18 Rs.7.25  

2018-19 Rs7.55 4.2 

2019-20 Rs7.85 3.9 

2020-21 Rs8.15 3.8 

2021-22 Rs8.55 4.9 

2022-23 Rs.9.50 5.8 
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The automobile sector in India displayed steady growth during 2017-23, with growth rates ranging 

from 3.8% to 5.8%. This moderate but consistent growth was fueled by multiple factors: increasing disposable 

incomes and urbanization boosted demand for passenger vehicles, while government support and environmental 

consciousness drove growth in the electric vehicle segment. Rural market expansion, supported by rising rural 

incomes and improved infrastructure, contributed significantly to overall sector growth. The industry's 

performance was further strengthened by regular new product launches and increasing automobile exports. 

These combined factors helped maintain stable growth in the automotive sector, despite economic fluctuations 

and changing market dynamics. 

 

Table:05 Small Scale Enterprises: 
Year Amount(Rs.inlakhs) Growth(in%) 

2017-18 Rs.1.50  

2018-19 Rs.1.75 16.7 

2019-20 Rs.2.05 17.1 

2020-21 Rs.2.35 14.6 

2021-22 Rs.2.65 12.8 

2022-23 Rs.3.00 13.2 

 

The Small Scale Enterprises (SSEs) sector in India demonstrated remarkable growth during 2017-23, 

maintaining impressive growth rates between 12.8% and 17.1%. This robust performance was primarily driven 

by supportive government initiatives, particularly the Make in India campaign, which created a conducive 

environment for entrepreneurship and business expansion. The sector's growth was further accelerated by 

improved access to credit and funding opportunities, enabling SSEs to scale their operations effectively. A 

growing consumer preference for locally manufactured products, combined with SSEs' ability to innovate and 

adapt to changing market conditions, contributed significantly to their success. Additionally, the widespread 

adoption of digital technologies enhanced operational efficiency and market reach, allowing SSEs to compete 

more effectively in the evolving business landscape. This combination of favorable government policies, better 

financing options, market demand, and technological advancement established SSEs as a vibrant and growing 

sector in the Indian economy. 
 

Table:06 Entertainment: 
Year Amount(Rs. Inlakhs) Growth(in %) 

2017-18 Rs.1.25  

2018-19 Rs.1.45 16 

2019-20 Rs.1.65 13.8 

2020-21 Rs.1.85 12.1 

2021-22 Rs.2.05 10.8 

2022-23 Rs.2.30 12.2 

The Entertainment sector in India has demonstrated steady growth from 2017-18 to 2022-23, with a gradual 

increase in turnover. The growth rate has been moderate, ranging from 10.8% to 16%, indicating a stable and 

expanding market. This growth can be attributed to the following reasons: 

• Increasing disposable incomes have led to higher spending on entertainment. 

• Rising internet penetration and smartphone adoption have driven demand for digital entertainment 

• Increasing presence of multiplexes has improved the cinematic experience, attracting more audiences. 

• Over-the-top (OTT) platforms have gained popularity, offering diverse content and convenience. 

• Growing demand for regional language content has driven growth in the entertainment sector. 

 

Drivers of Sectoral Growth post-GST: 

Post-GST, sectoral growth has been driven by several key factors. The simplified tax structure has reduced 

compliance costs and improved efficiency, while increased input credits lower production costs. Improved 

logistics and supply chain management have cut transportation costs and boosted efficiency. Greater 

competition has led to better product quality, lower prices, and more innovation. Additionally, government 

initiatives like Make in India, Digital India, and Startup India have further supported growth in key sectors. 
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Challenges of Sectoral Growth post-GST: 

Post-GST, several challenges have affected sectoral growth. Compliance costs have risen, especially for small 

and medium-sized enterprises (SMEs). Anti-profiteering measures have reduced profit margins by requiring 

businesses to pass on tax benefits to consumers. Uncertainty during the initial rollout created disruptions, and 

some sectors, like FMCG, faced higher tax burdens. Additionally, the need for technology adoption has posed 

difficulties for SMEs in adapting to the new tax system. 

 

Sector-wise Drivers and Challenges: 

For sectoral growth post-GST, different industries face distinct drivers and challenges. In IT and online 

shopping, the simplified tax structure and increased input credit are key drivers, but compliance costs and 

technology adoption remain challenges. FMCG benefits from improved logistics and heightened competition, 

but faces challenges from increased taxes and anti-profiteering measures. The automobile sector sees advantages 

from the simplified tax structure and better logistics, while grappling with compliance costs and uncertainty. By 

understanding these sector-specific dynamics, businesses and policymakers can better leverage GST to stimulate 

growth. 

The implementation of GST has had a significant impact on employment, investment, and innovation in 

India.  

The implementation of GST has had varied effects across different sectors. It has created new job opportunities 

in industries like logistics, supply chain management, and e-commerce, while leading to job losses in small-

scale manufacturing and textiles due to higher compliance costs. The net impact on employment has been 

neutral. In terms of investment, GST has attracted more investment in sectors like logistics and e-commerce, 

though it has reduced investment in small-scale manufacturing and textiles. The overall net impact on 

investment has been positive. Similarly, GST has spurred innovation in logistics, supply chain management, and 

tax consultancy, while stifling innovation in small-scale manufacturing. The net impact on innovation has been 

positive in key industries. Sector-wise, GST has driven growth in IT, online shopping, and automobiles, while 

having a neutral effect on FMCG. 

GST has had a positive impact on employment, investment, and innovation in India, particularly in key 

industries such as logistics, warehousing, and e-commerce. However, challenges remain, particularly for small-

scale industries and those with increased compliance costs. Businesses must adapt to the new tax regime and 

leverage technology to optimize GST benefits. 

GST has had both positive and negative impacts on businesses. On the positive side, it has reduced the overall 

tax burden by replacing multiple taxes, especially benefiting small and medium-sized enterprises (SMEs). The 

simplified tax structure has also reduced compliance costs, enabling businesses to focus on core activities and 

increasing competitiveness, particularly in the global market. However, the initial implementation of GST faced 

challenges, leading to supply chain disruptions and reduced profitability. Additionally, some sectors, such as IT 

and automobiles, faced higher tax rates, negatively impacting profitability. While compliance costs remain, 

particularly for SMEs, sectors like FMCG have benefited from reduced tax rates and a simpler tax structure. 

Small-scale enterprises, in particular, have seen improved profitability and competitiveness due to the lower 

compliance burden. 

 

VI. FINDINGS 

Economic Findings: 

1. GST has had a positive impact on India's GDP growth rate. 

2. GST has increased tax revenues for the government. 

3. GST has reduced tax evasion and increased tax compliance. 

4. GST has simplified the tax structure and reduced compliance costs for businesses. 

 

Sectoral Findings: 

1. GST has increased growth, profitability, and competitiveness in the IT sector. 

2. GST has reduced growth and profitability in the FMCG sector. 

3. GST has increased growth, profitability, and competitiveness in the automobile sector. 

4. GST has reduced growth and profitability in the textile sector. 

5. GST has increased growth, profitability, and competitiveness in the pharmaceutical sector. 

 

Employment Findings: 

1. GST has created new job opportunities in industries such as logistics and supply chain management. 

2. GST has led to job losses in industries such as small-scale manufacturing and textiles. 
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Investment Findings: 

1. GST has attracted increased investment in industries such as logistics and warehousing. 

2. GST has reduced investment in industries such as small-scale manufacturing and textiles. 

Innovation Findings: 

1. GST has driven innovation in industries such as logistics and supply chain management. 

2. GST has reduced innovation in industries such as small-scale manufacturing and textiles. 

Challenges Findings: 

1. GST has increased compliance costs for small and medium-sized enterprises (SMEs). 

2. GST has created uncertainty and confusion among businesses, particularly in the initial implementation 

phase. 

3. GST has led to anti-profiteering measures, which have reduced profit margins for businesses. 

 

VII. CONCLUSIONS 
GST implementation in India has had diverse effects across sectors. While simplifying the tax structure 

and reducing compliance costs for some industries, it created challenges for others, particularly small-scale 

enterprises. The reform has leveled the playing field between online and offline retailers, driven innovation in 

sectors like IT and online shopping, and enhanced competitiveness across most industries. Despite initial 

implementation challenges, GST has contributed to economic growth, increased tax compliance, and improved 

business efficiency in many sectors of the Indian economy. 
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