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ABSTRACT 

 

The integration of banking technology within India’s Goods and Services Tax (GST) 

ecosystem represents one of the most significant convergences of financial infrastructure and 

tax policy in modern economic history. Since the rollout of GST in July 2017, banks and 

financial institutions have played a pivotal role as both intermediaries and technology 

enablers — facilitating tax payments, enabling automated reconciliation, providing credit 

against input tax credits (ITC), and powering the digital compliance machinery that governs 

India’s 1.4 billion-strong economy. This research paper examines the multifaceted role of 

banking technology in the GST ecosystem, covering the architecture of payment gateways 

integrated with the GST Network (GSTN), the emergence of RegTech and FinTech solutions 

for GST compliance, real-time banking data reconciliation with GST returns, the 

transformative role of APIs, Artificial Intelligence (AI), Machine Learning (ML), and 

Blockchain in tax administration, and the challenges that persist. Drawing on industry data, 

policy documents, and case studies from leading Indian banks and fintech firms, the paper 

evaluates how banking technology has evolved to support the digital GST ecosystem and 

presents a roadmap for future integration. The findings indicate that while significant progress 

has been made, particularly in payment gateway integration and automated reconciliation, 

there remain critical gaps in interoperability, cybersecurity, MSME adoption, and real-time 

data analytics that must be addressed to realize the full potential of the GST ecosystem. 

 

Keywords: GST; Banking technology; Fintech; Tax compliance; Payment systems; API 
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1.0 Introduction 

 

 India’s transition to a unified Goods and Services Tax (GST) regime in 2017 was not 

merely a legislative overhaul — it was a fundamental reimagining of how tax compliance, 

payment infrastructure, and financial data systems interact at a national scale.  
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2 GST Reforms: Economic, Social and Cultural Dimensions 

 
 With over 14 million active GST registrations, more than ₹1.5 lakh crore in monthly 

tax collections (as of 2025), and billions of invoices processed annually, the GST ecosystem 

demands a robust, scalable, and intelligent banking technology backbone. Banking 

institutions occupy a unique position in this ecosystem. They serve simultaneously as 

payment processors collecting GST on behalf of the government, as lenders evaluating 

creditworthiness based on GST filings, as technology partners enabling API-driven 

compliance, and as data custodians whose transaction records must reconcile seamlessly with 

the GSTN. This multi-dimensional role has made banking technology a cornerstone of GST’s 

success. 

 

1.1 Background and motivation 

 Prior to GST, India’s indirect tax system comprised a labyrinth of central and state 

taxes — Central Excise Duty, Service Tax, Value Added Tax (VAT), octroi, entry tax, and 

dozens of surcharges — administered through different portals, paper-based filings, and 

disconnected banking channels. Tax evasion was rampant, inter-state commerce was 

hampered by checkposts, and compliance costs were prohibitive for small businesses. 

 The Digital India initiative provided the infrastructure impetus for GST’s technology-

first approach. The GSTN — a not-for-profit entity managing the GST IT ecosystem — was 

designed to handle unprecedented transaction volumes with real-time validation. This 

necessitated deep integration with banking systems, particularly for Electronic Cash Ledger 

(ECL) management, tax payment channeling, and ITC verification. 

 

1.2 Research objectives 

This paper addresses the following research questions: 

• How has banking technology been architected to support GST payment flows and 

reconciliation? 

• What role do emerging technologies (AI, ML, Blockchain, APIs) play in enhancing GST 

compliance through banking channels? 

• What are the key challenges and gaps in the current banking-GST technology interface? 

• What regulatory and technological innovations are needed to future-proof the banking-

GST ecosystem? 

 

1.3 Scope and methodology 

 This research covers the period from 2017 to 2026, encompassing the full lifecycle 

of GST implementation in India. Data sources include RBI circulars, GSTN technical 

documentation, NPCI reports, Ministry of Finance press releases, annual reports of major 

public and private sector banks, and primary research from industry surveys and expert 
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interviews. The paper also draws on comparative analysis with international VAT/GST 

technology frameworks from the EU, Singapore, and Australia. 

 

2.0 The GST Ecosystem: Architecture and Banking Touchpoints 

 

2.1 Structure of the GSTN 

 The GST Network (GSTN) serves as the technological foundation of India’s GST 

regime. It is a cloud-based system that handles taxpayer registration, return filing, tax 

payment, refund processing, and e-way bill generation. As of 2025, GSTN processes over 300 

million invoices per month and manages data for approximately 14 million registered 

taxpayers. The GSTN interfaces with multiple stakeholders: taxpayers, tax authorities 

(Central and State), banks, GST Suvidha Providers (GSPs), Application Service Providers 

(ASPs), and the Reserve Bank of India (RBI). Banking technology is woven into each of these 

interfaces, making it foundational rather than peripheral to GST administration. 

 

2.2 Banking touchpoints in GST 

The major touchpoints where banking technology intersects with the GST ecosystem include: 

• Electronic Cash Ledger (ECL): Taxpayers maintain an ECL on the GSTN portal, which 

functions like a pre-paid wallet for GST payments. Banks are authorized to accept 

deposits into the ECL through the GST Payment Gateway. 

• Authorized Bank Network: The GSTN has authorized over 25 banks (including SBI, 

HDFC, ICICI, Axis, and all major public sector banks) to accept GST payments. These 

banks are integrated with the GSTN via APIs. 

• Input Tax Credit (ITC) Reconciliation: Banks provide financing against ITC claims. Their 

systems must reconcile GSTR-2A data with vendor payment transactions. 

• Tax Deducted at Source (TDS) and Tax Collected at Source (TCS): Banking and e-

commerce platforms are required to deduct/collect GST at source and deposit it directly 

into the government’s account. 

• Refund Processing: Banking technology enables automatic refund of excess GST paid 

into taxpayers’ registered bank accounts through the PFMS (Public Financial 

Management System). 

• E-Invoice and E-Way Bill Verification: Banks financing trade transactions verify e-

invoice authenticity and e-way bill compliance before disbursing funds. 

 

2.3 GST payment flow architecture 

 The GST payment flow involves a sophisticated multi-party architecture. When a 

taxpayer initiates a payment, the flow traverses through the GSTN portal, the authorized 



 

4 GST Reforms: Economic, Social and Cultural Dimensions 

 
bank’s net banking or payment gateway, the RBI’s e-Kuber system for government account 

crediting, and back to the GSTN for ECL update. This entire cycle is designed to complete 

within T+1 days, with real-time challan generation (CPIN) and bank reference numbers 

(BRN) for audit trails. 

 

Table 1: GST Payment Modes and Associated Banking Technology 

 

Payment Mode Technology Used Settlement Timeline 

Net Banking Bank API + GSTN Portal Integration Real-time / Same Day 

NEFT/RTGS RBI NEFT/RTGS Infrastructure + GSTN T+1 / Same Day 

OTC (Over Counter) Bank Branch CBS Integration T+1 

UPI (Proposed) UPI Rails + NPCI + GSTN API Real-time (Pilot) 

IMPS NPCI IMPS + Bank Core Banking Real-time 

 

3.0 Core Banking Technology Components in the GST Ecosystem 

 

3.1 API-driven integration architecture 

 Application Programming Interfaces (APIs) form the connective tissue between 

banking systems and the GSTN. The GSTN has published a suite of APIs covering 

registration, returns, payments, e-invoicing, and refunds. Banks consume these APIs to 

provide seamless in-banking GST compliance services. 

 Major banks like HDFC Bank, ICICI Bank, and State Bank of India have developed 

GST Management Modules within their corporate banking portals. These modules allow 

businesses to file returns, make payments, view ITC ledgers, and download compliance reports 

without leaving the banking interface. The API stack typically employs REST architecture 

with OAuth 2.0 authentication, JSON data formats, and TLS 1.3 encryption. 

 The GST Suvidha Provider (GSP) ecosystem adds another layer, enabling third-party 

fintech companies to build GST compliance solutions on top of the GSTN API infrastructure. 

Leading GSPs like Tally Solutions, ClearTax (Defmacro Software), and IRIS Business 

Services work closely with banks to offer integrated GST-banking experiences. 

 

3.2 Core Banking System (CBS) integration 

 The integration of GST with Core Banking Systems has required significant 

architectural evolution. Traditional CBS platforms (FINACLE, Temenos T24, Flexcube) 

were designed for deposit and lending operations with no native support for tax compliance 

workflows. Banks have addressed this through middleware layers, often based on ESB 
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(Enterprise Service Bus) or modern microservices architectures, that translate GST API calls 

into CBS transactions and vice versa. 

Key CBS integration points include: 

• TDS/TCS deduction and remittance for banking transactions attracting GST (e.g., 

processing fees, forex charges) 

• Automatic GST invoicing for banking services with IRN (Invoice Reference Number) 

generation 

• Account-level GST liability tracking for registered business customers 

• Reconciliation of GSTR-2A with vendor payment records for trade finance products 

• Automated ECL balance inquiry and replenishment for large corporate taxpayers 

 

3.3 Payment gateway technology 

 GST payment gateways represent a specialized category of payment infrastructure 

designed for tax collections. Unlike commercial payment gateways, GST payment gateways 

must interface with both the banking system and the government’s accounting infrastructure 

(PFMS/CGA). The key technical requirements include: 

• Generation of CPIN (Common Portal Identification Number) for payment tracking 

• Real-time CIN (Challan Identification Number) from bank upon payment 

• Reconciliation with the government’s treasury systems 

• Multi-bank aggregation with unified reporting 

• High availability (99.99% uptime) to support month-end filing deadlines 

 NPCI’s Bharat BillPay System (BBPS) has been explored as an additional layer for 

GST payments, particularly for MSMEs using mobile banking. The integration of UPI for 

GST payments (piloted in 2024-25) represents the next frontier in payment gateway 

technology for the GST ecosystem. 

 

3.4 Real-time gross settlement and government securities interface 

 Large GST payments (typically above ₹1 lakh) are processed through RBI’s RTGS 

system. The GSTN interfaces with RBI’s e-Kuber system — the RBI’s core banking platform 

for government accounts — to ensure that tax receipts are credited to the Consolidated Fund 

of India in real time.  

 This interface requires banks to be RTGS-enabled and to maintain adequate liquidity 

in their SGL (Subsidiary General Ledger) accounts. The technological handshake between 

RTGS, e-Kuber, and GSTN involves standardized SFMS (Structured Financial Messaging 

System) messages, digital signatures, and automated reconciliation routines that run every 30 

minutes during banking hours. Any mismatch triggers an exception workflow involving the 

bank’s operations team and GSTN’s helpdesk. 
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4.0 Emerging Technologies Reshaping Banking in the GST Ecosystem 
 

4.1 Artificial intelligence and machine learning 

 AI and ML have become transformative forces in the banking-GST interface, 

enabling capabilities that were previously impossible with rule-based systems. The key 

applications include: 
 

4.1.1 Fraud detection and tax evasion prevention 

 Machine learning models trained on transaction patterns, GST return data, and 

banking flows can identify anomalies indicative of fake invoice fraud — one of the most 

significant challenges in the GST system. Banks are deploying graph neural networks (GNNs) 

to map invoice trails and detect circular trading schemes where multiple entities create 

artificial transactions to generate ITC claims without actual goods movement. GSTN itself 

has deployed an AI-based risk profiling system that assigns risk scores to taxpayers based on 

their filing behavior, ITC utilization patterns, and banking transaction data. Banks integrated 

with this system can flag high-risk transactions for enhanced due diligence before processing 

payments. 
 

4.1.2 Automated ITC reconciliation 

 Reconciling GSTR-2A (auto-populated purchase register from supplier filings) with 

GSTR-3B (self-declared summary return) and actual purchase invoices is a major pain point 

for businesses. AI-powered reconciliation engines deployed by banks like Axis Bank and 

Kotak Mahindra can automatically match invoices across thousands of vendors, flag 

discrepancies, and generate actionable reports — reducing reconciliation time from weeks to 

hours. Natural Language Processing (NLP) is employed to extract invoice data from PDFs 

and scanned documents, enabling reconciliation even for vendors who provide paper-based 

invoices. This is particularly valuable for MSMEs that deal with a mix of digital and analog 

supplier documentation. 

 

4.1.3 Predictive analytics for GST financing 

 Banks are leveraging ML models that analyze GST filing history, ITC accumulation 

trends, and payment patterns to predict future GST liabilities and financing needs. This 

enables proactive credit line management and early warning systems for businesses at risk of 

GST non-compliance due to cash flow constraints. 
 

4.2 Blockchain technology 

 Blockchain’s properties of immutability, transparency, and decentralized verification 

make it particularly well-suited for addressing the trust deficit in the GST ecosystem, 

especially around ITC fraud. Several initiatives are underway: 
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 The State Bank of India, in collaboration with GSTN, piloted a blockchain-based e-

invoice verification system in 2023-24 that records invoice metadata on a permissioned 

blockchain. Participating banks can verify the authenticity of invoices in real time before 

financing trade transactions, eliminating the risk of duplicate financing against the same 

invoice. The National Payments Corporation of India (NPCI) explored DLT (Distributed 

Ledger Technology) for GST TCS reconciliation in the e-commerce space, where multiple 

marketplace operators and their banking partners must reconcile TCS collections with GSTN 

records. The blockchain approach eliminates the need for a central reconciliation authority 

and provides all parties with a single version of truth. Smart contracts on blockchain networks 

are being explored for automated GST payment triggers — where payment of goods/services 

automatically triggers the corresponding GST remittance based on pre-coded tax rates, 

eliminating the need for manual return filing for routine transactions. 
 

4.3 RegTech solutions 

 Regulatory Technology (RegTech) has emerged as a major growth sector at the 

intersection of banking and GST compliance. RegTech platforms provide: 

• Automated GSTR filing integrated with banking transaction data 

• Real-time compliance dashboards showing GST liability, ITC availability, and pending 

filings 

• e-Invoice generation and IRN management at scale 

• e-Way bill tracking integrated with logistics and banking payment flows 

• GST audit trail management for regulatory examinations 

 Banks have responded by either acquiring RegTech startups (HDFC Bank’s 

investment in Clear in 2021) or building in-house capabilities. The embedded finance model, 

where GST compliance is embedded directly into banking workflows, has significantly 

reduced compliance costs for SME customers. 

 

4.4 Open banking and account aggregator framework 

 The RBI’s Account Aggregator (AA) framework, launched in 2021, has created new 

possibilities for GST-banking integration. Under the AA framework, businesses can consent 

to sharing their banking transaction data with GSPs and tax authorities, enabling automated 

pre-population of GST returns based on banking transaction patterns. The Financial 

Information Network and Operations (FINO) and several commercial banks have built GST 

cash flow financing products leveraging the AA framework, where real-time banking data is 

used to assess creditworthiness for GST working capital loans without requiring separate 

financial statement submissions. This represents a significant advancement in the use of 

alternative data for MSME credit underwriting. 
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4.5 Cloud computing and microservices 

 The shift to cloud-native architecture has been transformative for banks’ GST 

compliance infrastructure. Traditional on-premise systems struggled with the massive 

volume spikes seen at month-end GST filing deadlines — up to 10x normal transaction 

volumes. Cloud infrastructure allows banks to scale compute resources elastically, ensuring 

portal availability during peak periods. Microservices architectures have replaced monolithic 

GST modules in leading banks, with separate services for payment processing, reconciliation, 

ITC management, and reporting. This modularity enables rapid deployment of updates when 

GST rules change (a frequent occurrence in the first years of GST implementation) without 

disrupting the entire compliance stack. 
 

5.0 Timeline of Key Banking Technology Developments in GST 
 

 One of the most significant, yet underappreciated, consequences of GST 

implementation has been the creation of a rich, government-verified dataset on business 

revenues and tax compliance. GST filings provide banks with quarterly or monthly snapshots 

of business turnover, ITC utilization, supplier networks, and tax behavior — data that is far 

more granular and reliable than traditional financial statements. 
 

Table 2: Key Banking Technology Milestones in the GST Ecosystem (2017–2026) 
 

Year Development Banking Technology Impact 

2017 GST Launch 25 banks integrated with GSTN; ECL system established; NEFT/RTGS 

payment modes activated 

2018 e-Way Bill System Banks required to verify e-way bill compliance for trade finance; new API 

integrations developed 

2019 New Return System 

(Proposed) 

Banks prepared for GSTR-Anx-1/2 integration; ultimately rolled back, 

requiring re-architecture 

2020 e-Invoicing (Turnover 

>₹500 Cr) 

Banks integrated IRN verification into trade finance workflows; API-based 

validation at scale 

2021 AA Framework + e-

Invoice expanded 

Open banking enabled GST cash flow financing; e-invoice threshold lowered 

to ₹50 crore 

2022 Sequential ITC 

Blocking 

Banks updated credit risk models to account for ITC restrictions; real-time ITC 

ledger monitoring 

2023 Blockchain ITC Pilot SBI-GSTN blockchain pilot for invoice verification; DLT-based TCS 

reconciliation (NPCI) 

2024 AI Fraud Detection at 

GSTN 

Banks integrated with GSTN risk scores; ML-based anomaly detection in 

payment flows 

2025 UPI for GST 

Payments Pilot 

NPCI-GSTN-Bank integration for UPI-based GST payments; real-time 

settlement testing 

2026 Full e-Invoicing 

Mandate 

All registered taxpayers mandated for e-invoicing; banks update all trade 

finance APIs 
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6.0 GST-Based Financing: A New Paradigm for Banking 
 

6.1 GST data as a credit intelligence tool 

 Banks have been quick to leverage this data. HDFC Bank’s SmartUp loans for SMEs 

use GST return data to assess creditworthiness without requiring audited financials. SIDBI 

(Small Industries Development Bank of India) partnered with GSTN to create a GST-based 

credit scoring model that has disbursed loans worth thousands of crores to first-time 

borrowers who previously lacked formal credit histories. This shift represents a fundamental 

change in credit underwriting — from asset-based lending to cash-flow-based lending 

powered by tax compliance data. It has particular significance for India’s approximately 63 

million MSMEs, many of whom were previously excluded from formal credit markets due to 

lack of documentation. 
 

6.2 GST invoice financing and factoring 

 Invoice financing against GST-registered invoices has emerged as a major product 

category. When an e-invoice is registered on the IRP (Invoice Registration Portal) and an 

IRN is generated, that invoice carries a government-verified timestamp and authenticity 

certificate. Banks can finance against these verified invoices with significantly lower fraud 

risk than traditional invoice discounting. The Trade Receivables Discounting System 

(TReDS) — a digital platform mandated by RBI for MSME invoice financing — is deeply 

integrated with the GST e-invoice system. Large corporates that are mandated to onboard their 

MSME vendors on TReDS now reference IRNs when uploading invoices for discounting, 

creating an end-to-end digital trail from invoice generation to payment. 
 

6.3 GST working capital loans 

 The cyclical nature of GST cash flows — where businesses pay output tax in one 

period and claim ITC in subsequent periods — creates predictable working capital gaps. 

Banks have developed specialized GST working capital products that bridge these gaps using 

Electronic Credit Ledger (ECLR) balances as collateral proxies. ICICI Bank’s GST-linked 

credit line, for instance, provides instant credit to businesses based on their net ITC balance, 

with automatic repayment when the ITC is converted to cash through refund claims. The entire 

process is automated through API integration between the bank’s CBS, the GSTN, and the 

PFMS refund system. 
 

7.0 Challenges and Pain Points 
 

7.1 Interoperability and standardization gaps 

 Despite significant progress, interoperability between different banking platforms, 

GSPs, and the GSTN remains a challenge. The absence of standardized data formats across 
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all GST-banking interfaces leads to reconciliation errors, data loss during transformation, and 

integration failures. Different banks implement GSTN APIs differently, creating inconsistent 

experiences for businesses operating across multiple banking relationships. The lack of a 

standardized API gateway for all banking-GSTN interactions (similar to the UK’s Open 

Banking Standard) means that each bank-GSP pairing requires custom integration, 

significantly increasing the cost and time of new product development. 
 

7.2 Cybersecurity and data privacy 

 The concentration of sensitive financial and tax data at the GSTN-banking interface 

creates a high-value target for cyberattacks. The 2021 GSTN data breach attempt, which was 

thwarted, highlighted the vulnerabilities in the system. Banks face the dual challenge of 

securing GST payment flows (which involve real-money transactions) and protecting 

sensitive business financial data. The implementation of the Digital Personal Data Protection 

Act 2023 adds compliance complexity, particularly around the consent framework for sharing 

GST data with banking applications. Banks must implement granular consent management 

systems that allow businesses to control which aspects of their GST data are shared with 

which banking services. 
 

7.3 MSME adoption and digital literacy 

 While large corporates have fully embraced banking-integrated GST compliance, 

MSME adoption remains uneven. Many small businesses lack the technical capacity to 

integrate their accounting software with banking GST modules, relying instead on manual 

data entry that defeats the purpose of automation. The digital literacy gap, particularly in rural 

and semi-urban areas, means that potential efficiency gains remain unrealized. The cost of 

GST compliance software remains a barrier for micro-enterprises. While several banks offer 

free basic GST filing tools, advanced features like AI-powered reconciliation and predictive 

analytics are typically priced beyond the reach of the smallest businesses. 
 

7.4 Technical failures during peak filing periods 

 The GSTN portal and banking payment gateways have experienced periodic outages 

during month-end and quarter-end filing deadlines. These failures, while less frequent than 

in the early years of GST, impose significant costs on businesses and banks. The cascading 

effect — where GSTN slowdowns cause banking API timeouts, which cause CBS transaction 

failures, which generate customer complaints and operational interventions — highlights the 

fragility of tightly coupled systems. 
 

7.5 Reconciliation complexity 

 The mismatch between GSTR-2A (auto-populated from supplier filings) and actual 

purchases remains one of the most time-consuming compliance challenges. Banking 
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technology has helped automate this process, but the fundamental issue — that supplier 

filing delays or errors create phantom ITC mismatches — cannot be solved by banking 

technology alone. It requires both regulatory intervention and broader supplier compliance 

improvement. 

 

Table 3: Key Challenges, Current Mitigations and Recommended Solutions 

 

Challenge Current Mitigation Recommended Solution 

API Standardization Gaps Custom bilateral integrations RBI-mandated Open Banking GST API 

Standard 

Cybersecurity Risks TLS 1.3, OAuth 2.0, WAF Zero-trust architecture + AI threat detection 

MSME Digital Adoption Bank-provided free tools Subsidized GST-banking integration 

platforms 

Peak Period Outages Load balancing, CDN Cloud-native elastic infrastructure 

ITC Reconciliation Errors AI-powered matching engines Real-time ITC verification at invoice stage 

Data Privacy Compliance Consent management modules Federated learning for privacy-preserving 

analytics 

 

8.0 International Comparative Analysis 

 

8.1 Lessons from the European Union 

 The EU’s VAT system, particularly the SAF-T (Standard Audit File for Tax) initiative 

and the upcoming ViDA (VAT in the Digital Age) reforms, provides valuable benchmarks 

for India. The EU’s approach of real-time digital reporting requirements, electronic invoicing 

mandates, and central transaction databases mirrors India’s direction but with stronger 

emphasis on cross-border harmonization. EU banks have developed VAT compliance 

modules that are embedded in ERP systems, a model that India’s banking sector is 

increasingly adopting. 

 

8.2 Singapore’s GST-banking integration 

 Singapore’s GST system, managed by the Inland Revenue Authority of Singapore 

(IRAS), offers perhaps the most technologically advanced GST-banking integration globally. 

Singapore’s IRAS has implemented APEX (API Exchange), a government API gateway that 

standardizes how banks and businesses interact with tax systems. India’s GSTN API 

ecosystem, while more extensive, lacks the standardization and centralized governance that 

APEX provides. Singapore also pioneered the use of voluntary tax gap analysis tools — 

where banks provide aggregated (anonymized) transaction data to help IRAS identify sectors 

with potential compliance gaps. This public-private data partnership model has been discussed 

in India but not yet implemented at scale. 
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8.3 Australia’s BAS-banking integration 

 Australia’s Business Activity Statement (BAS) system — which covers GST, PAYG 

withholding, and other taxes — has been integrated with banking through the myGovID 

framework and Standard Business Reporting (SBR) initiative. Australian banks offer 

automated BAS pre-population from banking transactions, similar to India’s GSTR-2A auto-

population model. The key difference is Australia’s use of a single digital identity framework 

(myGovID) that eliminates the need for separate authentication at the bank-ATO interface — 

a gap India is addressing through the Account Aggregator framework. 

 

9.0 Future Roadmap and Policy Recommendations 

 

9.1 Unified GST-banking API standards 

 The single most impactful policy intervention would be the establishment of a unified 

API standard for all banking-GSTN interactions, similar to the UK’s Open Banking API 

standards. The RBI, in consultation with GSTN and industry bodies like IBA (Indian Banks’ 

Association), should publish mandatory API specifications covering authentication, data 

formats, error handling, and performance benchmarks. This would dramatically reduce 

integration costs, improve reliability, and enable a richer ecosystem of GST-banking products. 

 

9.2 Real-time GST compliance monitoring 

 The move toward real-time transaction reporting (already underway for e-invoicing) 

should be extended to provide real-time compliance status to banks integrated with the GSTN. 

When a business makes a payment through its bank, the banking system should 

instantaneously know the business’s current GST compliance status — whether all returns 

are filed, whether there are outstanding demands, and what the current ITC balance is. This 

would enable banks to offer dynamic credit facilities tied to GST compliance, incentivizing 

timely filing. 

 

9.3 AI-powered GST audit assistant for banks 

 Banks should develop AI-powered GST audit assistants that help their business 

customers prepare for GST audits by continuously monitoring transaction data against GST 

return filings, flagging discrepancies in real time, and providing audit-ready documentation. 

This would shift the paradigm from retrospective compliance to real-time compliance 

assurance. 

 

9.4 Blockchain-based national ITC ledger 

 A national blockchain-based ITC ledger, governed jointly by GSTN, RBI, and major 

banks, would provide an immutable record of all ITC transactions across the supply chain. 
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Banks financing ITC-backed loans would have real-time visibility into ITC availability and 

any restrictions, eliminating the ITC fraud that has cost the exchequer thousands of crores. 

The technology foundation for this exists; what is needed is regulatory will and industry 

coordination. 

 

9.5 MSME GST-banking super app 

 A government-sponsored, bank-agnostic MSME GST-banking super app — 

combining e-invoice generation, return filing, payment, ITC management, working capital 

credit, and compliance analytics in a single mobile interface — would dramatically improve 

MSME adoption. The app could be developed through a public-private partnership with 

GSTN, RBI, NPCI, and leading fintech firms, with banks competing to offer value-added 

financial services on the platform. 

 

9.6 Green taxonomy integration 

 As India pursues its sustainability commitments, the GST-banking interface offers an 

opportunity to embed green finance incentives. Differential GST rates for sustainable 

products, already partially implemented, could be linked to banking green loan products. 

Banks could offer preferential financing rates for businesses that demonstrate GST 

compliance on green product inputs, creating a virtuous cycle of tax compliance and 

sustainable finance. 

 

10.0 Conclusion 

 

 The integration of banking technology within India’s GST ecosystem has been a 

remarkable achievement of collaborative policymaking and technological innovation. Over 

the past nine years, India has built one of the world’s most sophisticated tax-banking 

interfaces — processing billions of transactions, generating trillions in tax revenues, and 

providing the government with unprecedented visibility into economic activity. 

 The journey has not been without challenges. Interoperability gaps, cybersecurity 

vulnerabilities, MSME adoption barriers, and reconciliation complexity continue to limit the 

system’s full potential. However, the trajectory is unmistakably positive. Emerging 

technologies — AI, blockchain, open banking, and cloud computing — are reshaping the 

banking-GST interface in ways that will make compliance more automated, fraud more 

detectable, and financing more accessible. 

 The next phase of banking technology evolution in the GST ecosystem must be 

guided by three principles: inclusion (ensuring MSME access to GST-banking tools), 

intelligence (leveraging AI and data analytics for proactive compliance), and integration 
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(creating seamless, standardized connections between all stakeholders in the GST value 

chain). With these principles as the north star, India’s banking-GST ecosystem can serve as a 

global model for technology-enabled tax administration. 

 For banking institutions, the GST ecosystem represents not just a compliance 

obligation but a strategic opportunity — to deepen customer relationships, expand credit 

portfolios, develop new data-driven products, and position themselves as indispensable 

partners in India’s economic formalization journey. The banks that invest most deeply in GST 

technology integration today will be best positioned to capture the growth opportunities of 

India’s digital economy tomorrow. 
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