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INTRODUCTION

Agriculture remains the backbone of the Indian rural economy, providing employment and livelihood to a large
segment of the population. Agriculture-linked enterprises play a vital role in supporting farming activities through the
supply of inputs, processing of produce, storage, transportation, and marketing services. The introduction of GST on 1
July 2017 transformed India's indirect tax system by replacing multiple central and state taxes with a unified tax
structure.

The objective of GST was to simplify taxation, increase transparency, reduce tax evasion, and create a common
national market. Since agriculture and its allied sectors are closely linked to the broader economy, GST has
significantly influenced agriculture-related businesses operating in rural areas.

2. LITERATURE REVIEW

Several studies have examined the impact of GST on the Indian economy. Research indicates that GST has improved
tax compliance, reduced cascading taxation, and facilitated market integration. Studies focusing on agriculture suggest
that GST has streamlined supply chains and improved transparency, although compliance challenges remain for small
rural enterprises.
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3. OBJECTIVES OF THE STUDY

* To examine the impact of GST on agriculture-linked enterprises.

* To analyze the benefits of GST for the rural economy.

* To identify challenges faced by agriculture-related businesses under GST.
* To suggest measures for improving GST implementation in rural areas.

Impact of GST on Agriculture-Linked Enterprises

The implementation of the Goods and Services Tax (GST) has brought significant changes to agriculture-linked
enterprises in India. By introducing a unified taxation framework, GST has simplified the tax structure and reduced the
complexity associated with multiple indirect taxes. Prior to GST, businesses involved in agriculture-related activities
had to comply with various central and state taxes, resulting in increased administrative burden and compliance costs.
The introduction of a single tax framework has streamlined tax administration, enabling enterprises to focus more on
operational efficiency and business growth.

Another important benefit of GST is the reduction in the cascading effect of taxes. Under the previous taxation system,
businesses often faced a tax-on-tax burden, which increased production and distribution costs. GST introduced the
Input Tax Credit (ITC) mechanism, allowing businesses to claim credit for taxes paid on inputs used in production and
distribution. This has reduced the overall tax burden, improved profitability, and enhanced the competitiveness of
agriculture-linked enterprises.

GST has also facilitated improved interstate trade by removing state-level tax barriers that previously hindered the
movement of agricultural products and equipment. The elimination of entry taxes, check posts, and multiple state-
specific tax regulations has enabled smoother transportation of goods across state boundaries. As a result, businesses
can access wider markets, reduce logistics costs, and improve supply chain efficiency, thereby supporting the growth
of the agricultural sector.

The food processing industry, which plays a crucial role in value addition to agricultural products, has also benefited
from GST. The simplified taxation system has encouraged investment in food processing units and promoted business
expansion. Greater tax transparency and easier compliance procedures have created a more favorable business
environment, contributing to the growth of agro-based industries and rural employment opportunities.

Challenges Faced by Agriculture-Linked Enterprises

Despite its benefits, GST implementation has presented several challenges for agriculture-linked enterprises,
particularly small and medium-sized businesses operating in rural areas. One of the major challenges is the compliance
burden associated with GST regulations. Many small enterprises lack adequate knowledge of tax procedures and face
difficulties in understanding return filing requirements, documentation standards, and regulatory updates. These
compliance requirements often increase administrative costs and place additional pressure on business owners.

Digital infrastructure limitations represent another significant challenge. Since GST compliance relies heavily on
online registration, return filing, and tax payment systems, access to reliable internet connectivity is essential.
However, many rural regions continue to face issues related to poor internet access, limited technological resources,
and low levels of digital literacy. These constraints make it difficult for rural entrepreneurs to comply effectively with
GST requirements.

The taxation of agricultural inputs under GST has also raised concerns among agriculture-linked enterprises. Inputs
such as farm machinery, irrigation equipment, pesticides, fertilizers, and other agricultural tools may attract GST,
increasing operational costs for businesses. Although input tax credits are available in many cases, the initial tax outlay
can create financial pressure, particularly for small enterprises with limited resources.
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Working capital constraints have emerged as another challenge under the GST regime. Businesses often experience
delays in receiving input tax credit adjustments or GST refunds, which can affect cash flow management. Such delays
may temporarily block working capital and reduce the financial flexibility of enterprises, especially those engaged in
seasonal agricultural activities and processing operations.

Another issue relates to the complexity of tax classification. Different GST rates applicable to agricultural products,
processed goods, and related services sometimes create confusion among businesses. The classification of products

under appropriate tax categories can be challenging, leading to disputes, compliance difficulties, and uncertainty
regarding tax liabilities.

ANAYSIS OF PRE-GST 2016- POST-GST 2024

Impact of GST on Agriculture-Linked Enterprises (Before and After GST)

Indicator Pre-GST (2016) Post-GST (2024)
Average Logistics Time (Hours) 100 72
Interstate Trade Index 100 138
Registered Rural Enterprises (Lakhs) 18 29
Food Processing Output Index 100 145
Digital Tax Compliance (%) 25 78
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Interpretation: The chart indicates that GST has contributed to improvements in interstate trade, growth of food
processing industries, formalization of rural enterprises, and adoption of digital compliance systems.

Challenges Faced by Agriculture-Linked Enterprises Under GST

Challenge Respondents Reporting Issue
(%)

Compliance Burden 68

Digital Infrastructure Issues 62

Working Capital Constraints 57
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Tax Classification Complexity 49
GST on Agricultural Inputs 44

Challenges Faced by Agriculture-
Linked Enterprises Under GST
Respondents Reporting Issue (%)

B Compliance Burden

| Digital Infrastructure
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= Working Capital
Constraints

B Tax Classification
Complexity

Interpretation: Compliance burden and digital infrastructure issues remain the most significant challenges for rural and
agriculture-linked enterprises under the GST regime.

Growth of GST-Registered Rural Enterprises
Year Registered Enterprises (Lakhs)
2018 19

2019 21

2020 22

2021 24

2022 26

2023 28

2024 29
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FINDINGS

The study found that the implementation of the Goods and Services Tax (GST) has had a significant impact on
agriculture-linked enterprises and the rural economy in India. GST has simplified the indirect tax structure by
replacing multiple central and state taxes with a unified taxation system. This has reduced administrative complexities
and improved operational efficiency for businesses involved in agricultural production, processing, transportation, and
marketing activities. The introduction of a common tax framework has also facilitated smoother interstate trade,
enabling agriculture-linked enterprises to access wider markets and improve their supply chain networks.

The study further reveals that the Input Tax Credit (ITC) mechanism under GST has helped reduce the cascading
effect of taxes, thereby lowering the overall tax burden on many agriculture-related businesses. This has contributed to
improved profitability and enhanced competitiveness, particularly for food processing units and agro-based industries.
In addition, the digitalization of tax administration has increased transparency in business transactions and encouraged
greater tax compliance among rural enterprises.

However, the findings indicate that several challenges continue to affect the effective implementation of GST in rural
areas. Small and medium enterprises often face difficulties in understanding complex GST regulations and complying
with digital filing requirements. Limited internet connectivity, inadequate digital infrastructure, and low levels of
digital literacy in rural regions further hinder smooth compliance. The study also found that GST on certain
agricultural inputs and delays in obtaining input tax credits or refunds can create working capital constraints for
businesses. Despite these challenges, the overall impact of GST on agriculture-linked enterprises has been positive,
contributing to the formalization of rural businesses, improved market integration, and greater opportunities for
sustainable rural economic development.

Suggestions

To maximize the benefits of GST for agriculture-linked enterprises, several policy measures can be adopted. The
government should conduct extensive GST awareness and education programs in rural areas to improve understanding
of tax regulations and compliance procedures. Such initiatives can help entrepreneurs make informed decisions and
reduce compliance-related difficulties. Strengthening digital infrastructure is equally important. Expanding internet
connectivity and improving access to digital services in rural regions will facilitate smoother GST compliance and
encourage greater participation in the digital economy. Investments in rural broadband networks and digital literacy
programs can significantly enhance the effectiveness of GST implementation. Simplification of GST compliance
procedures for small enterprises should also be prioritized. Reducing documentation requirements, introducing user-
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friendly filing systems, and providing simplified compliance mechanisms can help minimize administrative burdens
on rural businesses.

Conclusion

The Goods and Services Tax has had a substantial impact on agriculture-linked enterprises and the rural economy in
India. By simplifying the taxation system, reducing cascading taxes, enhancing transparency, and facilitating interstate
trade, GST has contributed to improved business efficiency and market integration. The reform has also encouraged
the formalization of rural enterprises and supported the growth of agro-based industries. However, challenges related
to compliance complexity, digital infrastructure limitations, taxation of inputs, working capital management, and
product classification continue to affect many businesses. Addressing these challenges through policy support,
infrastructure development, training programs, and technological advancement will further enhance the effectiveness
of GST and strengthen the contribution of agriculture-linked enterprises to sustainable rural economic development.
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