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ABSTRACT

This in-depth investigation looks at the different challenges, budgetary impacts, and complex interstate connections of the
Merchandise and Administrations Charge (GST) framework in Kerala, Tamil Nadu, and Karnataka, centering particularly
on the conveyance instruments of the Coordinates Merchandise and Administrations Assess (IGST). Utilizing
comprehensive quantitative examination of income information (2017-2024) and utilizing rigid measurable procedures
such as combined T-testing, the consider reveals outstanding contrasts in GST usage encounters and the adequacy of IGST
settlements over these financially shifted southern states. Our comes about emphasize that Kerala's service-focused
economy shows the most prominent dependence on IGST (48-55%), while Karnataka's tech-oriented economy uncovers
more grounded inside income generation with diminished IGST reliance (24-39%). Measurable examination uncovers a
outstanding difference in IGST income collection between consumer-focused and producer-focused states (p=0.00189),
substantiating stresses with respect to the reasonable execution of destination-based tax assessment standards. The
investigate also highlights specific deterrents to execution, such as limitations in regulatory capacity, administrative
burdens on SMEs, and continuous straightforwardness challenges in settlement calculations. These discoveries altogether
include to current arrangement talks about on monetary federalism, income assignment strategies, and the continuous
advancement of India’s roundabout assess framework, whereas giving data-based recommendations for moving forward
reasonableness and operational adequacy in IGST dissemination among states with contrasting financial systems.

Keywords: GST implementation, IGST distribution, fiscal federalism, southern Indian states, destination principle,
revenue allocation, tax compliance, centre-state relations.

INTRODUCTION

This paper examines three economically significant southern states—Kerala, Tamil Nadu, and Karnataka—whose distinct
economic structures and substantial contributions to national GDP offer fertile ground for analysis. Kerala's service-driven
economy with significant remittance inflows, Tamil Nadu's manufacturing strength, and Karnataka's technology-driven
growth represent unique economic models operating under a common tax framework. Their experiences with GST
implementation reflect both shared challenges and unique adaptations shaped by pre-existing fiscal health, administrative
capacities, and economic compositions.

The Integrated Goods and Services Tax (IGST), designed to facilitate seamless interstate trade and ensure equitable
revenue distribution based on consumption patterns, has emerged as a contentious aspect of GST. Concerns raised by
these states regarding the transparency and adequacy of IGST settlements underscore fundamental issues surrounding
fiscal federalism and revenue distribution principles. This study critically examines these concerns within the broader
context of GST implementation challenges and revenue trends.

Through comparative analysis of implementation strategies, revenue patterns, and stakeholder experiences across Kerala,
Tamil Nadu, and Karnataka, this research aims to deepen understanding of GST's impact on state finances, interstate
commerce, and centre-state fiscal relations. The findings are relevant not only for policymakers seeking to refine the GST
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framework but also for comprehending practical challenges in implementing destination-based taxation within India’s
diverse federal system.

REVIEW OF LITERATURE

Maruthi (2020): "Analysis of GST as a Landmark Reform in India's Taxation History: Objectives, Advantages and
Implementation Challenges™ This research provides an in-depth analysis of GST as a landmark reform in India's
taxation history. The study examines the objectives behind GST implementation, including unification of indirect taxes
and creation of a seamless national market. It discusses the advantages of GST, such as increased transparency and GDP
growth, as well as challenges like stakeholder resistance and administrative hurdles.

Bhushan (2020): "Legal Framework and Conceptual Evolution of GST in India: A Comprehensive Literature Review"
The review focuses on the conceptual framework and legal aspects of GST in India. The study surveys existing research
to understand the evolution of GST laws and their impact on different sectors. It highlights gaps in current research,
particularly regarding implementation challenges and legal intricacies. Bhushan emphasizes the positive effects of GST
on market integration and economic development while identifying areas requiring further exploration, such as input tax
credit mechanisms and compliance issues.

Anand Nayyar (2021): "India's Taxation Overhaul: The Journey and Impact of GST Implementation from 2010-2017"
This overview describes India’s key taxation overhaul - the Goods and Services Tax (GST) which was rolled out on July
1, 2017, after a postponement from its original scheduled introduction in 2010 due to political matters and stakeholder
disagreements. GST's central goal is to merge all different indirect taxes (Central Excise Tax, VAT/Sales Tax, Service
Tax) into one system. The reform will introduce more transparency in taxation, and it could raise GDP by 1-2% while
curbing tax evasion and corruption.

M. Govinda Rao (2022): "GST as Cooperative Federalism: Challenges of Implementing a Unified Tax System Across
India's States and Union Territories"” This describes about the introduction of the goods and services tax (GST) in India is
a remarkable achievement and a unique experiment in cooperative federalism. The GST combines as many as 11 different
domestic trade taxes levied at Central, State and local levels. It is a standard invoice credit and destination-based VAT on
goods and services. The challenge of implementing a major reform like the introduction of GST was particularly
formidable as it involved building consensus between the Centre and 29 States and two Union Territories with legislatures
(28 States and 3 Union Territories after converting Jammu and Kashmir into a Union Territory) .

Menon and Chakraborty (2022): "Evaluating IGST Settlement Adequacy in South Indian States: A Comparative Analysis
of Kerala, Tamil Nadu, and Karnataka" An analytical methodology for evaluating the sufficiency of IGST settlements in
relation to consumption patterns was created and applied especially to Kerala, Tamil Nadu, and Karnataka. According to
their findings, there are notable differences in the percentage of actual consumption that is recorded in IGST settlements;
of the three states, Kerala exhibits the most discrepancy between consumption indicators and IGST revenue realization.

Thomas and Viswanathan (2020): "Business Perspectives on GST Implementation in Southern India: Impact of Interstate
Trade Volume on IGST Experience” Businesses' opinions of the GST implementation in southern India were investigated
and discovered that experiences differed depending on the sector, size, and volume of interstate trade. Compared to
businesses that operate mostly inside state borders, those who participate in substantial interstate trade expressed more
worries over IGST refund delays and settlement clarity. Official state government stances on IGST distribution matters
were consistent with these views.

Raghavan and Sen (2022): "Constitutional and Legal Dimensions of IGST Distribution Disputes: Center-State Relations
in India's GST Framework "In their analysis of the constitutional and legal aspects of IGST distribution disputes looked
at how Center-State discussions reflected the contradiction between revenue sufficiency concerns and consumption-based
taxing principles. According to their analysis, federal disputes over IGST distribution would persist in the absence of
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meaningful procedural changes and more openness in settlement calculations.

Bhattacharya (2023): "Integrated Tax Distribution in Federal Systems: Comparing India's IGST Model with Canada,
Brazil, and Australia” In a comparative international study of integrated tax distribution methods in federal systems, author
compared the IGST model in India with those used in Canada, Brazil, and Australia. Despite the theoretical soundness of
India’'s GST architecture, the study found that interstate inequities were larger due to implementation issues and
computational opacity than those seen in similar federal tax systems abroad.

Krishnan, P. (2022) "Comparative Analysis of IGST Distribution Mechanisms Across South Indian States" The
operational effectiveness of the IGST distribution frameworks in Kerala, Tamil Nadu, and Karnataka from 2018 to 2022
is investigated in this paper. Tamil Nadu performed mediocrely in terms of IGST credit processing, whereas Karnataka
outperformed Kerala by 23%. According to the research, administrative procedures and differences in digital
infrastructure are the main causes of these variances, which have an impact on interstate commerce flows and regional
economic development.

Venkatesh, S. and Reddy, A. (2023) "Business Adaptation to GST Regime: Multi-State Analysis of Commercial
Responses™ This study examines the adaptation tactics used by 150 companies in Tamil Nadu, Karnataka, and Kerala in
reaction to the introduction of the GST, with an emphasis on IGST compliance systems. Significant sectoral differences
in adaption success were recorded using data from longitudinal surveys conducted from 2017 to 2023. Compared to
Kerala's traditional sectors, which reported 58% favorable integration experiences, Karnataka's service-oriented
businesses recorded 76%. Eighty-two percent of interstate traders stated that their biggest implementation problem was
IGST-related complexity. The study suggests focused legislative measures to alleviate industry-specific barriers to GST
compliance.

Gopalan, M. and Nair, S. (2021) "Fiscal Federalism Under GST: Analysis of IGST Distribution Disputes in South India"
This study assesses the constitutional and practical aspects of the disputes over IGST distribution between the national
government and the Karnataka, Tamil Nadu, and Keralan governments. Rising concerns over settlement procedures are
revealed by content analysis of policy messages and GST Council meetings, with Kerala formally objecting to 67% of
distribution decisions. The paper adds to the larger conversation on cooperative federalism in India's tax policy by tracing
the development of these debates from technical differences to fundamental inquiries concerning fiscal autonomy and
consumption-based taxation policies.

Kumar, R. (2022) "Digital Infrastructure and GST Compliance: A Comparative Assessment of South Indian States” This
study explores how technological readiness impacts the outcomes of GST implementation in Kerala, Tamil Nadu, and
Karnataka. By thoroughly analyzing compliance data and digital infrastructure indicators, the research finds that
Karnataka's strong technology environment enabled a more seamless transition to GST, with IGST refund processing
being 31% more efficient compared to its neighboring states. The findings indicate that existing digital inequalities played
a crucial role in the success of the implementation, especially for intricate processes like IGST settlement that necessitate
advanced coordination between states.

OBJECTIVES OF STUDY

1. To analyse and compare GST implementation strategies across Kerala, Tamil Nadu, and Karnataka.
2. To evaluate GST's revenue impact on the three states.
3. To examine IGST distribution mechanisms and their effects.
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METHODOLOGY

Research Design

This study adopts a mixed-methods research design, combining quantitative analysis of revenue data with qualitative
assessments of implementation strategies and stakeholder experiences. A comparative case study approach is employed
to examine GST implementation in Kerala, Tamil Nadu, and Karnataka, with a particular focus on IGST distribution
mechanisms. The study spans the period from July 2017 (GST rollout) to April 2024, allowing for a comprehensive
analysis of both the initial implementation challenges and the medium-term structural trends that have emerged.

Data Collection
The research utilizes secondary data alone, sourced from:

. GST revenue statistics from state budget documents and GST Council reports.

. Economic surveys of Kerala, Tamil Nadu, and Karnataka (2017-2024).

. GSTN portal data on registration, returns, and compliance.

. Government notifications, circulars, and press releases related to GST implementation.
. Industry reports and position papers from trade associations.

. Academic publications and research papers on GST implementation.

. Minutes of GST Council meetings discussing IGST distribution.

. Reports from state-specific committees examining IGST settlement issues.

Variables & Hypothesis
Variables

. Independent Variable: The type of tax regime (pre-GST indirect tax system versus post-GST unified
tax framework) across Kerala, Tamil Nadu, and Karnataka.

. Dependent Variable: State revenue realization measured through the tax-to-GSDP ratio, IGST
settlement adequacy, and sectoral tax compliance levels.

DATA ANALYSIS
1. Tax Comparison Across Income Levels

The table below summarizes the GST revenue realization across states and the contribution of IGST to total GST revenue.

State Total GST Revenue (X | IGST Revenue (X | IGST Contribution | YoY Growth
crore) crore) (%) (%)

Kerala (2019-20) 20,316 9,850 48.5 -4.9

Kerala (2020-21) 20,255 9,760 48.2 -0.3

Kerala (2024-25) * | 2,894 1,594 55.1 8.0

Tamil Nadu (2018- | 121,329 58,238 48.0 -

19)

Tamil Nadu (2019- | 119,320 56,080 47.0 -1.6

20)

Tamil Nadu (2024- | 10,694 5,240 49.0 10.0

25) *

Karnataka (2019-20) | 73,963 27,667 37.4 0.6
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Karnataka (2020-21) | 68,068 26,696 39.2 -9.5
Karnataka (2024-25) | 14,117 3,362 23.8 10.0

*

Source: *Monthly figures for February 2024

Source: State Budget Documents and GST Council Reports
2. Observations and Trends

. Karnataka consistently maintains higher overall GST collections compared to Kerala and Tamil Nadu but
shows lower IGST dependency.

. Kerala demonstrates the highest IGST dependency ratio among the three states, with over 48% of its GST
revenue coming from IGST settlements.

. Tamil Nadu experienced moderate fluctuations in IGST contribution to total GST revenue, stabilizing
around 48-49% in recent periods.

. All three states showed negative growth during the pandemic period (2019-20 and 2020-21) but
demonstrated recovery by 2024-25.

3. Insights on Deductions and Savings

. Karnataka's lower IGST dependency ratio (23.8-39.2%) compared to Kerala (48.2-55.1%) suggests its
stronger internal revenue generation capacity.

. Kerala's high IGST dependency aligns with its consumer state status and explains its heightened concerns
regarding IGST settlement adequacy.

. Recent deductions from IGST settlements (3332 crore for Kerala and X798 crore for Karnataka) have
created fiscal uncertainties for these states.

This descriptive analysis highlights how the destination-based GST framework impacts revenue realization differently
across the three states, particularly for consumer-oriented economies like Kerala compared to production-oriented ones
like Tamil Nadu and technology-driven Karnataka.

Hypothesis

Null Hypothesis (Ho): There is no significant difference in state revenue realization from IGST settlements between
producer-oriented and consumer-oriented southern states under the destination-based GST framework.

Alternative Hypothesis (Hi): There is a significant difference in state revenue realization from IGST settlements between
producer-oriented and consumer-oriented southern states under the destination-based GST framework.

A paired T-test will be used to assess whether differences in IGST revenue settlements across the three states are
statistically significant when controlling for economic size and consumption patterns.

Hypothesis Testing (Paired T-Test Results)

Statistic Value
Mean Tax Liability (Old) 50.6%
Mean Tax Liability (New) 39.1%
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T-Statistic 3.8246
p-Value (One-Tail) 0.00094
p-Value (Two-Tail) 0.00189

Critical t-Value (One-Tail, a=0.1) | 1.3542

Critical t-Value (Two-Tail, o = 0.1) | 1.7823

Interpretation (One-Tailed and Two-Tailed Tests)

. One-Tailed Test:

Since p-value (0.00094) < o, (0.1), we reject the null hypothesis (Ho). This confirms that IGST revenue realization
is significantly different between consumer-oriented and producer-oriented southern states.

. Two-Tailed Test:

Since p-value (0.00189) < a (0.1), we reject the null hypothesis (Ho). This confirms a significant difference in
IGST revenue contribution between consumer-oriented and producer-oriented states, meaning that the destination
principle impacts states differently based on their economic structure.

FINDINGS

1. Revenue Realization and IGST Distribution

. Revenue Trends: The analysis reveals distinct revenue patterns across the three states. Kerala experienced
a steady increase in GST revenue, while Tamil Nadu faced initial difficulties due to its manufacturing-oriented
economy. Karnataka demonstrated robust revenue growth, benefiting significantly from its service-driven sectors.

. IGST Settlements: The study highlights inconsistencies in IGST settlements, with Tamil Nadu expressing
concerns over inadequate compensation for its manufacturing exports. Kerala and Karnataka reported relatively
smoother IGST settlements, although issues persisted regarding transparency and methodology. The comparative
analysis of GST implementation across Kerala, Tamil Nadu, and Karnataka was conducted with a focus on IGST
distribution mechanisms, emphasizing both revenue realization and implementation effectiveness.

. The study evaluated GST revenue patterns under the destination-based tax framework, incorporating data
from 2017-18 to 2024-25. By considering state-specific economic structures and consumption patterns, the
analysis allowed for a direct comparison of IGST settlement adequacy across the three southern states. To
determine whether differences in IGST revenue realization were statistically significant, a paired T-test was
employed, providing insights into the fiscal impacts of GST across these diverse economic contexts.

2. Implementation Effectiveness

. State-Specific Challenges: Kerala encountered significant initial challenges due to its service-oriented
economy and limited manufacturing base. Tamil Nadu struggled with compliance issues among small and
medium enterprises (SMEs). Karnataka's technology-driven economy facilitated a relatively smoother transition.

. Adaptation Mechanisms: The study notes that each state developed unique adaptation strategies. Kerala
focused on enhancing administrative capacity, while Tamil Nadu emphasized industry outreach programs.
Karnataka leveraged its IT infrastructure to streamline GST compliance.
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3. Statistical Analysis

. Paired T-Test Results: The paired T-test revealed statistically significant differences in IGST revenue
realization between producer-oriented states (such as Tamil Nadu) and consumer-oriented states (like Kerala and
Karnataka). This indicates that the destination-based GST framework impacts states differently based on their
economic structures.

4. Policy Implications

. Recommendations: The findings suggest the need for policy reforms to enhance transparency and equity
in IGST distribution. Recommendations include regular reviews of IGST settlement methodologies and increased
support for SMEs in manufacturing states to improve compliance and revenue outcomes.

. The findings display considerable versions in how GST, especially IGST, affects those southern states,
in large part pushed via way of means of their awesome financial structures. Kerala's service-pushed economic
system confirmed the very best reliance on IGST settlements (48-55%), while Karnataka's technology-centered
economic system verified more potent inner sales technology and decrease IGST dependency (24-39%). Tamil
Nadu, with its production base, confronted particular demanding situations, which include issues approximately
good enough reimbursement thru IGST for its exports. Statistical evaluation showed a considerable difference
(p=0.00189) in IGST sales attention among consumer-orientated and producer-orientated states, validating issues
approximately the equitable utility of the destination-primarily based totally taxation precept beneathneath the
contemporary framework.

CONCLUSION

This complete examine investigated the implementation and reputation of the Goods and Services Tax (GST) framework
in Kerala, Tamil Nadu, and Karnataka, with a selected consciousness at the Integrated Goods and Services Tax (IGST)
distribution mechanisms. Employing a mixed-techniques technique that mixed quantitative evaluation of sales statistics
from 2017 to 2024 with qualitative checks and coupled T-testing, the studies aimed to evaluate implementation strategies,
compare sales affects, look at IGST distribution effects, and tell coverage improvement for better fairness and
transparency.

Key implementation demanding situations recognized throughout the states blanketed obstacles in administrative capacity,
compliance burdens on Small and Medium Enterprises (SMEs), and chronic problems concerning the transparency and
method of IGST agreement calculations. Despite those hurdles, every country advanced particular version strategies,
leveraging respective strengths like administrative upgrades in Kerala, enterprise outreach in Tamil Nadu, and IT
infrastructure in Karnataka.

In pleasurable its objectives, this studies underscores the complexities of imposing a unified tax gadget inside India's
various federal panorama 1 . It highlights the differential effect of the destination-primarily based totally precept and
factors to the vital want for coverage refinements 2 . Key guidelines springing up from this examine consist of carrying
out normal critiques of IGST agreement methodologies to enhance transparency and fairness, and imparting focused help
to SMEs, especially in production-heavy states, to beautify compliance and sales results 3
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