
INTERNATIONAL JOURNAL OF ECONOMIC SOCIAL SCIENCE AND MANAGEMENT LAW 

Peer Reviewed, Referred & Indexed Journal 

E-ISSN: 3070-0558 

VOL.7, NO.3 (2026) 

Received:05-06-2026 | Accepted: 12-07-2026 | Published: 18-07-2026 | www.ijeml.com 445 

 

 

Transforming Manufacturing Economics: An Analytical Study Of GST And 

Industrial Performance 

1Dr. D.N.V.Krishna Reddy,2Mr.V.Venkateswarlu 

1 Associate Professor and HOD, Department of Department of MBA, Sai Spurthi Institute of 

Technology (Autonomous), B.Gangaram,Sathupally ,Hyderabad ,Telangana, India 

2Assistant Professor, Department of S&H, Sai Spurthi Institute of Technology (Autonomous), 

B.Gangaram,Sathupally ,Hyderabad ,Telangana, India 

Abstract 

The implementation of the Goods and Services Tax (GST) has been one of the most significant 

tax reforms in India, aimed at creating a unified and transparent taxation system. This study 

titled “Transforming Manufacturing Economics: An Analytical Study Of GST And 

Industrial Performance” examines the influence of GST on the growth, efficiency, and 

operational performance of the manufacturing sector. The research focuses on understanding 

how GST has simplified the indirect tax structure by replacing multiple taxes such as excise 

duty, value-added tax (VAT), service tax, and entry tax with a single tax regime. The study 

analyzes the impact of GST on production costs, supply chain management, logistics, tax 

compliance, pricing strategies, and overall business operations within the manufacturing 

industry. Both primary and secondary data sources, including questionnaires, government 

reports, journals, articles, and industry publications, have been utilized for the analysis. The 

findings indicate that GST has contributed to reducing tax cascading effects, improving 

transparency, enhancing ease of doing business, and promoting operational efficiency in the 

manufacturing sector. However, challenges such as compliance complexities, frequent 

regulatory changes, and technological adaptation issues continue to affect some manufacturers. 

The study concludes that GST has had a largely positive impact on the manufacturing industry 

by fostering economic growth, improving competitiveness, and encouraging formalization of 

businesses. It also suggests that continuous policy improvements, simplified compliance 

procedures, and increased awareness programs can further strengthen the benefits of GST for 

the manufacturing sector. 

Keywords:Goods and Services Tax (GST), Manufacturing Industry, Tax Reform, Indirect 

Taxation, Supply Chain Management, Tax Compliance, Economic Growth, Business 

Efficiency, Input Tax Credit, Ease of Doing Business. 

I. Introduction 

The Goods and Services Tax (GST) 

represents one of the most significant indirect 

tax reforms introduced in India. Implemented 

on 1 July 2017, GST replaced multiple 

central and state taxes such as excise duty, 

service tax, value-added tax (VAT), and 

entry tax with a unified tax structure. The 

reform was designed to create a common 

national market, reduce cascading taxation, 

improve compliance, and enhance economic 

efficiency [1], [10]. 

A value-added tax system is widely 

recognized for its ability to improve 

transparency in taxation and reduce 

distortions in production and consumption 

decisions. Earlier studies on VAT and GST 

systems have shown that integrated indirect 

tax structures can simplify tax 

administration, broaden the tax base, and 

support economic growth by reducing 

inefficiencies associated with multiple tax 

layers [2], [4], [7]. These principles formed 
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the conceptual foundation for the 

introduction of GST in India. 

The manufacturing sector occupies a central 

position in the Indian economy by 

contributing substantially to gross domestic 

product (GDP), employment generation, 

industrial output, and exports. Prior to GST, 

manufacturers often faced complex tax 

procedures, interstate tax barriers, and 

embedded taxes in the supply chain, which 

increased production and logistics costs. 

Researchers have argued that GST has the 

potential to streamline manufacturing 

operations by allowing seamless input tax 

credit, reducing warehousing inefficiencies, 

and promoting supply chain integration [5], 

[6]. 

The introduction of GST has also influenced 

industrial competitiveness by encouraging 

operational restructuring and improving the 

movement of goods across state boundaries. 

Studies focusing on Indian manufacturing 

industries indicate that GST can positively 

affect cost efficiency, logistics management, 

and business performance, although the 

extent of these benefits varies across large, 

medium, and small enterprises [9], [11], [13]. 

Small and medium manufacturing firms, in 

particular, have experienced both 

opportunities arising from tax harmonization 

and challenges related to compliance 

requirements and technological adaptation 

[15]. 

From a broader economic perspective, tax 

reforms are closely linked with industrial 

growth and trade competitiveness. Efficient 

indirect tax systems can facilitate domestic 

production, support market expansion, and 

strengthen the overall industrial ecosystem 

[8], [12], [14]. In the Indian context, GST 

was introduced with the expectation that a 

unified tax regime would enhance 

manufacturing productivity, attract 

investment, and contribute to long-term 

economic development [3]. 

In this context, the present study titled 

“Transforming Manufacturing Economics: 

An Analytical Study of GST and Industrial 

Performance” aims to examine the impact of 

GST on the manufacturing industry with 

specific emphasis on production cost, input 

tax credit utilization, supply chain efficiency, 

operational performance, and industrial 

competitiveness. The study seeks to provide 

an analytical understanding of how GST has 

transformed manufacturing economics and 

to evaluate the opportunities and challenges 

experienced by manufacturing enterprises in 

the post-GST environment. 

 

II. Research Objective 

➢ To study the concept and structure of 

Goods and Services Tax (GST) in India.  

➢ To analyze the impact of GST on 

multinational corporation (MNC) 

manufacturing companies.  

➢ To examine the effect of GST on 

production cost and pricing strategies of 

MNC manufacturing firms.  

➢ To evaluate the influence of GST on 

supply chain management and logistics 

operations of MNC companies.  

➢ To identify the benefits and challenges 

faced by MNC manufacturing 

companies after the implementation of 

GST.  

➢ To study the impact of GST on tax 

compliance and operational efficiency 

in manufacturing MNCs.  

➢ To assess the overall contribution of 

GST toward the growth and 

competitiveness of multinational 

manufacturing companies in India. 

III. Research Methodology      

➢ The study is based on both descriptive 

and analytical research methods.  

➢ Secondary data has been used for 

conducting the research.  

➢ Data was collected from journals, 

research articles, books, company 

reports, government publications, GST 

council reports, websites, and 

newspapers.  

➢ The study focuses on multinational 

corporation (MNC) manufacturing 

companies operating in India.  

➢ Information related to GST 

implementation, taxation policies, 

operational performance, and financial 

impact was analyzed.  

➢ The research examines the impact of 

GST on production cost, supply chain 
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management, logistics, pricing, and tax 

compliance.  

➢ Comparative analysis was carried out 

between the pre-GST and post-GST 

periods to understand changes in 

business operations.  

➢ The collected data was interpreted using 

tables, charts, percentages, and 

descriptive analysis wherever 

necessary.  

➢ The study aims to identify both the 

positive and negative effects of GST on 

MNC manufacturing companies.  

➢ Conclusions were drawn based on the 

analysis of secondary data and available 

literature. 

IV. Review of Literature 

Bird (2010) examined the GST/HST model 

in a federal tax system and analyzed how an 

integrated indirect tax structure can improve 

tax coordination between central and 

regional governments. The study concluded 

that a unified tax system reduces cascading 

taxes, improves transparency, and enhances 

economic efficiency, providing useful 

insights for countries implementing GST 

reforms. 

Keen (2003) presented a detailed analysis of 

the structure and functioning of value-added 

tax systems across different economies. The 

author highlighted that VAT-based taxation 

simplifies tax administration, broadens the 

tax base, and minimizes distortions in 

production and consumption decisions, 

making it an important theoretical foundation 

for GST implementation. 

Pandey and Chouhan (2017) investigated 

the impact of GST on the Indian economy 

with emphasis on taxation efficiency and 

economic growth. The study found that GST 

has the potential to improve revenue 

collection, reduce tax evasion, and create a 

more organized business environment, while 

also identifying transitional challenges faced 

by industries during the early 

implementation phase. 

Agha and Haughton (1996) analyzed the 

efficiency aspects of VAT system design and 

its implications for economic performance. 

Their findings suggested that a well-designed 

value-added tax system can enhance resource 

allocation, reduce administrative complexity, 

and improve productivity across industrial 

sectors, including manufacturing. 

Chaurasia (2018) focused specifically on 

the Indian manufacturing sector and 

examined how GST affected production 

costs, tax compliance, and operational 

efficiency. The study reported that GST 

facilitated better input tax credit utilization 

and reduced the burden of multiple indirect 

taxes, although certain manufacturing units 

experienced short-term adjustment 

difficulties. 

Kumar and Kumar (2019) studied the 

relationship between GST and supply chain 

efficiency in manufacturing industries. The 

authors observed that GST reduced interstate 

tax barriers, encouraged warehouse 

consolidation, and improved logistics 

management, thereby contributing to lower 

transportation costs and enhanced supply 

chain performance. 

Alm and El-Ganainy (2013) explored the 

broader economic effects of value-added 

taxation on consumption and revenue 

generation. The study concluded that VAT-

based systems generally promote stable 

revenue collection and improve fiscal 

efficiency, while their effectiveness depends 

on compliance levels and administrative 

capacity. 

Cnossen (2014) examined the role of VAT 

reforms in promoting economic growth in 

developing countries. The research 

emphasized that comprehensive indirect tax 

reforms can stimulate industrial activity, 

improve investment conditions, and 

strengthen long-term economic development 

when supported by effective governance and 

compliance mechanisms. 

Sahoo and Das (2018) analyzed GST reform 

and its influence on industrial 

competitiveness in India. The study found 

that GST improved the movement of goods 
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across states, reduced transaction costs, and 

encouraged firms to adopt more efficient 

operational practices, thereby strengthening 

the competitive position of manufacturing 

enterprises. 

Singh and Sharma (2019) investigated the 

impact of GST implementation on the cost 

structure of manufacturing firms. Their 

research showed that GST helped reduce 

embedded taxes and improved financial 

transparency, but also increased compliance-

related responsibilities, particularly for small 

and medium-sized manufacturers. 

Rao (2017) examined the relationship 

between tax reforms and manufacturing 

growth in India using evidence from 

industrial performance indicators. The study 

suggested that indirect tax reforms can 

positively influence industrial output and 

investment by creating a more predictable 

and efficient taxation environment. 

Purohit (2018) studied the effect of GST on 

logistics optimization within Indian 

manufacturing industries. The author 

concluded that the removal of multiple 

checkpoints and interstate tax complications 

resulted in faster movement of goods, 

reduced delivery time, and improved overall 

operational efficiency. 

Baunsgaard and Keen (2010) analyzed the 

interaction between tax revenue systems and 

trade liberalization policies. Their findings 

indicated that efficient indirect taxation 

supports economic integration and industrial 

expansion by providing stable revenue while 

minimizing distortions in production and 

trade activities. 

Gupta and Mahajan (2020) examined the 

operational performance of small and 

medium manufacturing enterprises after the 

introduction of GST. The study revealed that 

GST improved formalization, accounting 

practices, and tax transparency, although 

SMEs faced challenges related to digital 

compliance, return filing procedures, and 

working capital management. 

V. Data Analysis & Interpretation 

1. Awareness of GST Policies 

 

Interpretation 

Most respondents are aware of GST policies 

and regulations, indicating growing 

awareness regarding the Goods and Services 

Tax system among MNC manufacturing 

companies. 

2. Satisfaction with GST Implementation 

 

Interpretation 

Most respondents expressed satisfaction with 

the implementation of GST, reflecting 

positive perception toward tax reforms and 

ease of doing business. 

3. Effectiveness of GST on Manufacturing 

Operations 
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Interpretation 

Respondents believe that GST has improved 

manufacturing operations by reducing tax 

complexities, improving logistics, and 

supporting smooth business activities. 

4. Preference toward Unified Tax System 

 

Interpretation 

Most respondents prefer a unified tax system 

under GST, indicating the importance of 

simplified taxation and transparency in 

business operations. 

5. GST & Operational Efficiency 

Perception 

 

Interpretation 

Respondents expressed positive opinions 

regarding the role of GST in improving 

operational efficiency, supply chain 

management, and cost reduction. 

6. Overall Satisfaction with GST Impact 

 

Interpretation 

Most respondents expressed overall 

satisfaction with the impact of GST on MNC 

manufacturing companies and industrial 

growth. 

VI. Findings 

➢ Most respondents are aware of the 

Goods and Services Tax (GST) policies 

and regulations implemented in India.  

➢ Respondents expressed positive 

opinions regarding the implementation 

of GST in MNC manufacturing 

companies.  

➢ GST has helped in reducing tax 

complexities and simplifying the 

indirect taxation system.  

➢ The majority of respondents believe that 

GST improved supply chain 

management and logistics efficiency.  

➢ GST reduced transportation delays and 

facilitated smooth interstate movement 

of goods.  

➢ Respondents observed that the unified 

tax system under GST improved 

transparency in business operations.  

➢ Most MNC manufacturing companies 

benefited from the input tax credit 

system introduced under GST.  

➢ GST contributed to reducing the 

cascading effect of taxes on 

manufacturing activities.  
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➢ Respondents believe that GST 

positively influenced operational 

efficiency and business performance.  

➢ Some respondents identified challenges 

such as increased compliance 

requirements and frequent changes in 

GST regulations.  

➢ Initial implementation of GST created 

temporary operational and 

technological difficulties for some 

companies.  

➢ Overall, respondents expressed 

satisfaction with the impact of GST on 

MNC manufacturing companies and 

industrial growth in India. 

 

VII. Conclusion 

The Goods and Services Tax (GST) has 

brought significant changes to the taxation 

and operational structure of multinational 

corporation (MNC) manufacturing 

companies in India. The implementation of 

GST replaced multiple indirect taxes with a 

unified tax system, which simplified taxation 

procedures and improved transparency in 

business operations. The study reveals that 

GST has positively influenced 

manufacturing companies by reducing tax 

burdens, improving supply chain efficiency, 

and facilitating smoother interstate 

movement of goods. It has also enhanced 

operational efficiency through the 

availability of input tax credit and reduction 

of cascading taxes. 

The research findings indicate that most 

respondents are satisfied with the impact of 

GST on manufacturing activities and 

business growth. GST has contributed to 

creating a more organized and competitive 

business environment for MNC 

manufacturing companies. It has also 

supported better logistics management, 

reduced transportation delays, and improved 

ease of doing business in India. 

However, the study also identified certain 

challenges faced during the initial stages of 

GST implementation, such as increased 

compliance requirements, technological 

adaptation issues, and frequent changes in 

tax regulations. Despite these short-term 

difficulties, the overall impact of GST has 

been positive for MNC manufacturing 

companies in the long run. 

In conclusion, GST has emerged as an 

important economic reform that has 

strengthened the manufacturing sector and 

supported industrial growth in India. The 

study highlights that GST has not only 

simplified the indirect taxation system but 

has also improved the overall performance 

and competitiveness of multinational 

manufacturing companies operating in the 

country. 

 

VIII. Future Scope 

 

The present study provides an analytical 

understanding of GST and its impact on 

manufacturing economics and industrial 

performance. However, the manufacturing 

sector is continuously evolving due to 

changes in taxation policies, digitalization, 

global trade conditions, and industrial 

automation. Therefore, there is considerable 

scope for extending this research in several 

important directions. 

Future studies may conduct comparative 

analyses across different manufacturing 

industries such as automobile, textile, 

pharmaceutical, food processing, and 

electronics sectors to identify industry-

specific effects of GST on production cost, 

profitability, and operational efficiency. 

Such comparisons would provide a more 

detailed understanding of how GST 

influences various manufacturing 

environments differently. 

Researchers can also undertake longitudinal 

studies covering a longer post-GST period to 

evaluate the sustained impact of GST on 

industrial growth, investment patterns, 

employment generation, export performance, 

and productivity. A long-term assessment 

would help determine whether the initial 

benefits and challenges observed after 

implementation continue to influence 

manufacturing performance over time. 

Another important area for future research is 

the impact of GST on micro, small, and 

medium manufacturing enterprises 

(MSMEs). Since smaller firms often face 

greater compliance and working-capital 

constraints, detailed empirical investigations 

can examine how digital return filing, input 

tax credit mechanisms, and GST-related 

procedural requirements affect their financial 

stability and competitiveness. 
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Future research may further explore the 

relationship between GST and supply chain 

digitalization, including the role of e-

invoicing, GSTN integration, enterprise 

resource planning (ERP) systems, and data-

driven inventory management. 

Understanding how technology adoption 

interacts with GST compliance could provide 

valuable insights for improving operational 

efficiency in manufacturing firms. 

There is also scope to examine the combined 

effect of GST and other government 

initiatives such as Make in India, Production 

Linked Incentive (PLI) Schemes, Digital 

India, and Atmanirbhar Bharat. Studying the 

interaction between tax reforms and 

industrial development policies would help 

policymakers assess the overall effectiveness 

of India’s manufacturing transformation 

strategy. 

Future studies may employ advanced 

quantitative methods, including panel data 

analysis, structural equation modeling, cost-

efficiency analysis, and machine learning-

based forecasting techniques, to measure the 

causal impact of GST on industrial 

performance indicators more accurately. 

These approaches can improve the reliability 

and generalizability of research findings. 

In conclusion, the future scope of this 

research lies in developing broader, sector-

specific, technology-oriented, and policy-

integrated investigations that can provide 

deeper insights into how GST continues to 

reshape manufacturing economics, industrial 

competitiveness, and sustainable industrial 

development in India. 
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