
International Journal of Science and Research (IJSR) 
ISSN: 2319-7064 

Impact Factor 2024: 7.101 

Volume 14 Issue 4, April 2025 
Fully Refereed | Open Access | Double Blind Peer Reviewed Journal 

www.ijsr.net 

GST’s Role in Facilitating the Global Expansion of 

Indian Startups 
 

Atharva Singh 
 

Student, IPEM International School and College, Prayagraj, Uttar Pradesh, India 

Corresponding Author Email: atharvasinghktr[at]gmail.com 

 

 

Abstract: Implementation of Goods and Services Tax (GST) on 1st July 2017 created a large change in the country’s taxation 

structure, aiming for simplifying tax system and forming unified national market. This study examines the effect of GST on the Indian 

startups attempting to globally trade. The study gathers information from a comprehensive literary analysis and published data, 

inclusive of quantitative studies and qualitative insights from credible sources to uncover the challenges and opportunities that come 

with GST for start-ups involved in trade internationally. Results indicate that GST has rather streamlined taxation and has reduced 

logistics prices however, stricter compliance requirements and delayed tax refunds pose significant challenges. The research also 

suggests ways in which startups can improve compliance strategies and policy makers can simplify GST processes enabling the global 

expansion of Indian startups. 
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1. Introduction 
 

1.1 Background 

 

The Government of India launched the Goods and Services 

Tax (GST) July 2017 as a unified system to merge different 

state and central taxes into a unified tax system. The 

Ministry of Finance (2017) explained that this shift was 

intended to improve tax processing while removing tax-on-

tax situations to create a unified national taxation system. 

GST replaced multiple taxes such as excise duty, service tax, 

and value-added tax with a unified system, aiming to boost 

compliance and simplify processes for all businesses 

operating within the country. 

 

GST introduced fundamental economic changes to India's 

system of taxation during its implementation phase. Various 

stakeholders expected the tax system would unify under 

GST to drive economic expansion while making it easier to 

conduct business nationally. The reform was anticipated to 

cut down transaction expenses and to boost tax compliance 

while broadening the tax base which would result in 

enhanced government revenue (World Bank, 2018) 

 

1.2 The Landscape of Indian Startup 

 

India's business startup environment has rapidly expanded to 

become the world's third largest ecosystem. The present 

number of recognized startups in India had reached over 

1,57,000 by December 31, 2024, according to DPIIT 

statistics (2024). Indian startups split their operations across 

multiple sectors from technology to healthcare to education 

and e-commerce thus driving national innovation and job 

growth and economic advancement. “Startup India” and 

“Digital India” government programs have driven this 

expansion through their combined support for financial 

backing and infrastructure development and policy structure 

implementation (NASSCOM, 2021). 

 

 

 

1.3 Significance of International Markets for Startups 

 

The progression of Indian startups into international markets 

represents a critical business method which helps startups 

grow their operations while creating multiple income 

streams and achieving improved market performance, the 

selected growth strategy reduces the vulnerabilities arising 

from heavy dependence on one particular market. Startups 

discover new opportunities for innovation through the 

adaptation in them to different regulations and competitive 

conditions in new markets. NASSCOM (2021) reports that 

18% of Indian tech startups currently operate around the 

globe. Companies that expand internationally can achieve 

greater brand visibility coupled with bigger customer 

networks and access to global methods of operation. The 

expansion represents a crucial requirement for startups who 

want to become international leaders and boost India's 

export revenue amounts. 

 

1.4 Purpose of the Study 

 

The research analyzes how the GST structure influences 

Indian startup organizations to penetrate international 

markets effectively. The research outlines precise obstacles 

and advantages of GST which create beneficial 

understanding for startup entrepreneurs along with 

government officials and stakeholders operating within the 

startup environment. This research investigation answers the 

following questions: 

• Indian startups experiences what difficulties when 

implementing GST tax system during their global 

expansion? 

• How does GST effects the operational efficiency and 

competitiveness of startups on a global level? 

• What opportunities does GST tax system present for 

Indian startups aiming for international expansion? 
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2. Literature Survey  
 

2.1 GST and Its Impact on Economy 

 

Economists expected GST to produce major economic 

expansion for India. According to World Bank (2018) 

projections GST will enhance India's GDP growth by around 

0.5-1 percent in the long run through better tax compliance 

and will raise government earnings. A simplified tax 

structure was anticipated to make business operations 

cheaper and attract more investors from both India and 

abroad.   

 

2.2 Impact of GST on Startups 

 

Compliance Challenges: Startups function with restricted 

financial capabilities so the complex GST compliance 

protocol creates excessive challenges for them. According to 

a KPMG (2019) report 70% of startup companies struggled 

with GST compliance because they faced both complex 

filing systems along with regular alterations in the 

regulations. Regular return submissions combined with 

complex recordkeeping responsibilities and complicated law 

regulations consume essential business resources 

(ASSOCHAM, 2020). 

 

Financial Burden: According to ASSOCHAM (2020) GST 

compliance expenses constitute between 2–5% of total 

startup operational cost. The cash flow of more than 40% of 

exporting startup firms suffered due to delayed in GST 

refunds and this blocked their ability to invest into their 

startups and grow. Startups face significant cash flow 

challenges, as they typically operate with limited funding.. 

 

2.3 GST and International Trade 

 

GST defines exports as zero-rated supplies which enable 

exporters to retrieve tax refunds from their input expenses. 

The export process became streamlined through Letter of 

Undertaking (LUT) which allowed exporters to conduct 

duty-free exports through tax-free payments (CBIC, 

2020).However according to the Federation of Indian Export 

Organizations (FIEO, 2020) GST refunds encountered 

delays that affected both the liquidity and operational 

efficiency of 35% of Indian exporters. The extended wait 

times for startup undertakings limit their capacity to perform 

well in international market because of monetary limitations. 

 

2.4 Identified Research Gap 

 

While many studies explore GST’s broader effects, few 

delve into its specific impact on startups expanding 

internationally. The available research primarily investigates 

either large corporations or the domestic GST effects on 

small businesses. This study investigates how GST affects 

international trade operations of startups by analyzing both 

operational obstacles and new business opportunities under 

this tax structure. 

 

3. Problem Definition 
 

The Indian Goods and Services Tax (GST) intended to 

simplify tax processes but is has also created barriers that 

prevent Indian startups from expanding on a global scale. 

Although logistical expenses have decreased and operations 

have become easier startups struggle with the complicated 

requirements for compliance. Startups experience major 

difficulties because GST forces them to manage prolonged 

policy changes and sophisticated filing procedures which 

drain their time along with their resources in addition to this 

startups experiences major difficulties managing their 

financial operations because taxation refunds often arrive 

late to the business. These problems limit their available 

resources while raising their investment risks thus creating 

operational blocks for achieving global success. Developing 

solutions to resolve these obstacles will let Indian startups to 

obtain proper benefits of GST and establish their global 

presence. 

 

4. Research Methodology 
 

4.1 Research Design 

 

The study uses a mixed research design which includes both 

extensive analysis of existing literature and quantitative data 

documentation and qualitative insights obtained from 

industrial experts. This method creates a complete 

understanding because it combines extensive numerical 

information from second-hand sources with expert opinions 

from various perspectives.  

 

4.2 Data Collection 

 

Secondary Data Analysis: 

• Sources: The data is derived from trustworthy 

publications that include government reports together 

with data from NASSCOM, ASSOCHAM, and KPMG 

research firms. 

• Data Included: The study features statistics about 

startup GST compliance problems combined with 

financial effects, GST refund delays and start-up 

engagement in foreign markets. 

 

Qualitative Insights: 

• Expert Opinions: The researcher obtained data by 

studying interviews, reports, and published articles with 

GST consultants and officials from export promotion 

councils and startup founders. 

• Key Sources: Reputable news outlets (e.g. The 

Economic Times, Business Standard) industry reports, 

and professional platforms 

 

4.3 Data Analysis 

 

Quantitative Data: 

• Statistical tools were used to interpret secondary data. 

• The study used descriptive statistics to compile data into 

mean values alongside percentages and frequency 

distributions. 

• The research used correlation analysis to identify 

relationships between variables including the connection 

between company size and GST compliance difficulty. 
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Qualitative Data: 

Thematic Analysis: 

• The study uses coding procedure which helped identify 

regular response patterns along with major concerns that 

included both compliance challenges alongside cash flow 

issues. 

• The study consists of analysis of expert insights 

published in various sources to derive key themes and 

precious insights. 

 

5. Results and Discussion 
 

5.1 Impact of GST on Export Processes 

 

Change in Tax Structure: 

• NASSCOM (2021) reports that 60% of startups 

acknowledge GST simplifies taxation because it unifies 

various taxes. 

• Startup organizations can better understand their 

responsibilities because GST creates one common 

system of taxation, which simplifies regulatory 

requirements (KPMG, 2019). 

 

Compliance Complexities: 

• Although simplifications were introduced, 40% of 

startups considered GST compliance procedures difficult 

to manage and consume a great deal of time 

(ASSOCHAM, 2020). 

• Thirty percent of startups experienced technical problems 

with the GST Network (GSTN) portal since they caused 

delays in filing while also exposing the businesses to 

penalties (The Economic Times, 2017). 

 

Delayed GST Refunds: 

• The data from FIEO (2020) showed that 42% of 

exporting startups received delayed GST refunds which 

lasted an average of 3–6 months. 

• Operational capabilities suffered as well as cash flow 

management because of delays from manual processing 

combined with bureaucratic hurdles at a duration of 3–6 

months (Agarwal, 2017). 

 

5.2 Compliance Challenges that are faced by Startups 

 

Frequent Regulatory Changes: 

• The GST Council has issued over 900 notifications and 

circulars since GST implementation (GST Council, 

2021). 

• Startups struggled with tax compliance due to a lack of 

expertise. KPMG (2019) notes that 55% failed to adapt 

to regulatory changes, leading to technical and financial 

penalties. 

 

Resource Constraints:  

• Small startups that do not employ their own tax experts 

relied on external consultants costing them extra 

expenses. 

• According to ASSOCHAM (2020) studies the typical 

annual costs for small startup for GST compliance 

amounted to INR 1–2 lakhs (ASSOCHAM, 2020). 

 

 

 

Adoption of Technology: 

• The adoption rate of GST compliance software such as 

Tally ERP 9 and Clear Tax reached 68% of startups 

according to Tech Circle (2018). 

• The advantages were error reduction and timely filing yet 

32% of companies faced barriers from expensive costs 

and skill shortages (Salwan, 2018). 

 

5.3 Opportunities Presented by GST 

 

Unified Market Access: 

• Removal of inter-state taxes helped startups operating 

across multiple states who now can runs more efficiently 

because it made product distribution easier (EY India, 

2019). 

• The unification process simplified distribution operations 

by helping organizations achieve better supply chain 

efficiency. 

 

Reduced Logistics Costs: 

• The implementation of GST led to a reduction in 

logistics expenses between 8–10% as per the Ministry of 

Commerce and Industry (2020) which strengthened 

competitive positioning in global markets.   

• Cutting down logistics expenses made it possible to 

present prices which better competed with other market 

players in the global market. 

 

Input Tax Credit (ITC): 

• ITC became a useful method for startups because 53% of 

them used it to reduce their actual tax burden 

(NASSCOM, 2021). 

• The ability to claim tax credit for input taxes under ITC 

resulted in cost cutting which companies used to re-

invest in their operations and expand internationally. 

 

5.4 Case Studies 

 

Case Study 1: EQU Pvt. Ltd. 

• Background: An IT startup providing international 

software services. 

• Strategy: The Company invested in automated GST 

software and trained its staff adequately resulting in 

100% successful GST filing within deadlines. 

• Outcome: New international market penetration became 

possible after two years because of efficient compliance 

which led to a 50% increase in revenue. 

 

Case Study 2: Annapurna Exports 

• Background: An exporter of organic agricultural goods. 

• Challenges: The business faced a six-month 

postponement of its GST refunds amounting to INR 15 

lakhs which created substantial financial strain on cash 

flow. 

• Impact: Financial difficulties forced it to reduce its 

export activities by 20% while increasing debt, affecting 

profitability and growth. 

 

 

 

 

 

 

Paper ID: SR25331202248 DOI: https://dx.doi.org/10.21275/SR25331202248 218 

http://www.ijsr.net/


International Journal of Science and Research (IJSR) 
ISSN: 2319-7064 

Impact Factor 2024: 7.101 

Volume 14 Issue 4, April 2025 
Fully Refereed | Open Access | Double Blind Peer Reviewed Journal 

www.ijsr.net 

5.5 Discussion 

 

5.6 Interpretation of Findings 

 

Startups that deal with financial constraints experience 

major difficulties in global competition due to factors like 

compliance complexities and liquidity issues due to delayed 

refunds. Startup businesses encounter substantial compliance 

challenges stemming from complex regulations together 

with constant changes in tax laws and technical problems 

that issued with the GSTN portal (ASSOCHAM, 2020). The 

delayed process of refund payments disrupt cash operations 

which prevents companies from making growth investments 

and sending orders abroad (FIEO, 2020). 
 

5.7 Practical Implications for Startups 

 

• Startups should make investments into GST-compliant 

software and continuous tracking of regulatory 

developments. The implementation of regular employee 

training helps startups manage their compliance 

operations efficiently (Salwan, 2018). 

• Startups must excel at financial management regarding 

their cash flow control structures and also they should 

maintain safety funds to support them during delayed 

refund period (Agarwal, 2017). 

 

5.8 Policy Recommendations 

 

• Simplify Compliance Processes: The policymakers 

need to create straightforward GST filing methods 

alongside reducing operational changes to decrease 

compliance challenges. Simplified rules in regulations 

enable startups with minimal resources to undertake 

compliance more easily (KPMG, 2019). 

• Enhancement in Refund Mechanisms: Streamlining 

refund procedures with automated systems and clear 

accountability could address liquidity issues. Customers 

understand the refund process more easily because of 

established refund timeline procedures with detailed 

status updates (FIEO, 2020). 

• Provide Support and Education: Some services and 

educational materials offered by the government help 

startups comply with GST regulations. Government 

agencies should organize workshops while operating 

helpline services to help businesses overcome regulatory 

hurdles (Startup India, 2020). 

 

6. Conclusion 
 

India’s GST offers startups a gateway to global markets 

through a unified tax framework and lower logistics costs, 

yet its promise is tempered by compliance burdens and 

refund delays. Collaboration between startups and 

policymakers is essential to unlock these benefits fully. By 

investing in compliance tools and pushing for streamlined 

processes, startups can harness GST’s potential, while 

government support through faster refunds and clearer 

guidelines could propel India’s startup ecosystem onto the 

world stage. 

 

 

 

7. Future Scope 
 

This study highlights the impact of GST on Indian startups 

pointing out the challenges and opportunities faced by them 

in their global expansion. Future research can explore the 

following areas to further expand understanding about it for 

startups: 

• Technological Integration in Compliance: 

Investigating upon some advance tools and integrating 

them in startups, particularly in addressing resource 

constraints and training needs. 

• Sector-Specific Studies: An analysis must be conducted 

to determine how GST affects startup operations from 

technology-sector to agriculture-sector businesses, so 

tailored solutions can be developed. 

• Long-Term Economic Impacts: Analyzing the long 

term economic outcomes of GST on Indian startups' 

which are involved in national exports and have global 

market presence over extended timeframes. 

• International Comparisons: Comparing GST’s effects 

with similar tax regimes which are currently working in 

other countries. 

 

Future assessments of Indian startups should study these key 

areas to deliver practical methods that boost their business 

success in global markets under the GST framework. 
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