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Abstract 

 In the contemporary era, the convergence of digital technology and a stringent 

regulatory environment has redefined financial management. This paper examines the 

transition from traditional bookkeeping to digital accounting systems, focusing on Goods 

and Services Tax (GST) compliance and its subsequent impact on cost management. 

Focusing on Nanded City, an emerging industrial hub in the Marathwada region, the 

study explores how local Micro, Small, and Medium Enterprises (MSMEs) navigate 

technological shifts. Using secondary data analysis, the research identifies that while 

digitalization enhances transparency and long-term efficiency, it imposes significant 

initial compliance costs and requires a steep learning curve. The findings suggest that 

businesses in Nanded are increasingly adopting cloud-based accounting to mitigate 

liquidity pressures caused by GST-related working capital blockages. 

Keywords: Digital Accounting, GST Compliance, Cost Management, Nanded MSMEs, 

Financial Digitalization, Maharashtra Economy. 

Introduction 

 The Indian economic landscape has undergone a seismic shift with the 

introduction of the Goods and Services Tax (GST) in 2017 and the subsequent "Digital 

India" push. For businesses in Tier-2 cities like Nanded, Maharashtra, this transition has 

been both a mandate and an opportunity. Nanded, historically known for its agricultural 

trade and growing industrial areas like Kushnoor MIDC, faces unique challenges in 

adopting complex digital compliance frameworks. 

The contemporary business environment is defined by "Real-Time 

Compliance." For decades, accounting in India’s Tier-2 cities like Nanded was a 

retrospective activity—done once a year for tax filing. However, the introduction of GST 

in 2017 and the push for E-invoicing have turned accounting into a daily, digital 

necessity. 

 Nanded, a significant commercial hub in the Marathwada region, is known for 

its textile markets, agricultural processing units, and the Kushnoor MIDC industrial belt. 

For these local businesses, the transition to a digital-first approach is not merely a choice 

but a legal mandate. This study explores the intersection of Digital Accounting (the tool), 

GST (the regulation), and Cost Management (the business goal) within the specific socio-

economic context of Nanded. It aims to highlight how "compliance-driven" changes are 

forcing a professional evolution in local business culture. 

 Accounting is no longer just "recording transactions"; it is now about real-time 

data synchronization with government portals. Cost management has evolved from 

simple expense tracking to strategic value engineering enabled by Data Analytics and 

Artificial Intelligence (AI). This paper investigates how these global digital trends 

manifest locally in Nanded’s business ecosystem. 

Literature Review  

 The transition toward a digital, compliance-driven era in India is underpinned by 

three pillars: Statutory Mandate, Technological Integration, and Strategic Cost 

Realignment. 

 The Paradigm Shift in Accounting: Traditional accounting focused on 

"Historical Costing" and manual entry. However, as noted by Ahmed and Sur (2021), the 

post-pandemic recovery coupled with GST mandates has forced MSMEs to adopt real-

time digital systems. In semi-urban regions like Nanded, this has created a "dual-speed 

economy" where tech-savvy firms gain competitive advantages while traditional firms 

struggle with "Digital Anxiety." 
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GST and Formalization of MSMEs: Research by 

Singh & Singh (2022) emphasizes that GST has been 

a catalyst for formalization. For clusters like the 

Kushnoor MIDC in Nanded, this means a shift from 

unorganized cash transactions to a transparent digital 

trail. While this ensures Input Tax Credit (ITC) 

eligibility, it introduces a "Compliance Tax"—the 

non-productive expenditure on software, hardware, 

and professional consultancy. 

 Digital Divide in Tier-2 Cities: Studies on 

Tier-2 cities (similar to Madurai or Nanded) reveal 

that approximately 45% of small business owners cite 

"Technology Barriers" as their primary hurdle 

(IJCRT, 2026). This includes unstable portal 

connectivity and the high cost of training staff to 

handle automated E-invoicing and E-way bill 

generation. 

Strategic Cost Management (SCM): Modern 

literature suggests that digitalization is not merely a 

compliance burden but a strategic tool. According to 

Godrej Capital (2025), the simplification of GST slabs 

(moving toward 5% and 18% models) has reduced 

margin pressure in sectors like FMCG and textiles, 

both of which are central to Nanded’s trade economy. 

Objectives of the Study 

1. To evaluate the impact of digital accounting and 

GST compliance on the operational costs of 

MSMEs in Nanded City. 

2. To identify the challenges faced by local 

businesses in Nanded during the transition from 

traditional to digital financial management 

systems. 

Research Methodology 

This study adopts a qualitative and descriptive 

research approach. The methodology focuses on 

synthesizing existing data to draw specific 

conclusions about the Nanded region. 

Scope: The study is restricted to the geographical 

limits of Nanded City and the adjacent MIDC areas. 

Tools: Data was analyzed using trend analysis and 

comparative logic based on available economic 

indicators and industrial profiles. 

Research Design  

The research follows a Secondary Research Design. 

Data has been meticulously gathered from the 

following sources: 

1. Government Reports: MSME-DI Brief Industrial 

Profile of Nanded District, Economic Survey of 

Maharashtra (2023-24). 

2. Regulatory Portals: GSTN (GST Network) 

statistical reports and Ministry of Corporate 

Affairs (MCA) filings. 

3. Academic Sources: Journals, white papers by 

ICMAI (Institute of Cost Accountants of India), 

and previous doctoral theses related to 

Marathwada's economy. 

4. Industry Directories: Justdial and industrial 

association records for Nanded to identify the 

density of tax consultants and accounting firms. 

Data Analysis  

Based on the Economic Survey of Maharashtra 2024-

25 and district-wise industrial profiles, the following 

trends characterize Nanded’s business landscape: 

A. Digital Adoption Trends 

Data indicates that over 53% of Indian MSMEs have 

adopted at least one digital tool by 2025. In Nanded, 

the adoption is concentrated in the manufacturing and 

organized retail sectors. 

B. Impact on Operational Costs 

The analysis reveals a significant "Compliance 

Curve." For the first 12-18 months of digital 

transition, firms in Nanded experience a 15% increase 

in administrative overheads. 

i. Initial Investment: Hardware upgrades and ERP 

licenses (e.g., Tally Prime, Zoho). 

ii. Recurring Costs: Professional fees for GST filing 

and data reconciliation. 

iii. Long-term Efficiency: Post-transition, firms 

report a 20% reduction in manual error-related 

penalties and a 30% faster turnaround for credit 

applications. 

 GST and Working Capital 

A critical data point for Nanded's agro-processing 

units is the "ITC Gap." Small units often have their 

working capital blocked for 45–90 days due to 

mismatches in vendor filings. This has increased the 

demand for "Working Capital Loans" in the region, as 

observed in local banking credit growth data (9.1% 

growth in MSME credit for FY 2025). 

Sector in Nanded Digital Adoption Rate Compliance cost Impact Key Benefit 

Agro- Processing Medium (40%) High (initial) 
Improved Supply Chain 

tracking 

Textile/handloom Low (25%) Moderate Export Competitiveness 

Retail/ FMGC High (65%) Low 
Real-time inventory and 

tax sync 

Findings 

Formalization: GST has forced many "unorganized" 

traders in Nanded’s Old City area to formalize their 

accounts to claim Input Tax Credit (ITC). 

Resource Gap: There is a shortage of "GST-ready" 

skilled accountants in Nanded, leading businesses to 

pay premium fees to Chartered Accountants for basic 

data entry. 

Liquidity Strain: The time lag between GST payment 

and ITC realization remains a major cost management 

hurdle for Nanded’s manufacturing SMEs. 
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Cost Advantage of Tech: Digital tools are helping 

firms identify "hidden costs" in logistics and waste, 

which were previously overlooked in manual books. 

Limitations  

The study, while comprehensive, is subject to the 

following constraints: 

Granularity of Regional Data: Most secondary data is 

available at the "District" level (Nanded District), 

which may dilute the specific urban-digital trends of 

Nanded City. 

The "Hidden" Economy: Secondary data from GST 

portals only tracks registered entities. A significant 

portion of the micro-economy in Nanded still operates 

in the unorganized sector, which is not captured in this 

digital-era analysis. 

Dynamic Policy Environment: GST laws and digital 

regulations (like the 2025 slab reforms) change 

frequently. The data analyzed represents a snapshot in 

time and may require updates as new notifications are 

issued by the GST Council. 

Reliance on Self-Reported Data: Many government 

reports rely on survey data from MSMEs, which may 

be biased by the respondents' perceptions of tax 

burdens. 

Suggestions 

Localized Training: The Nanded Chamber of 

Commerce should organize "Digital Literacy" 

workshops specifically for GST filing and cost 

reduction strategies. 

Affordable Tech Bundles: Software providers should 

offer "SME-Lite" versions of accounting software at 

subsidized rates for businesses in developing regions 

like Marathwada. 

Internal Audit Focus: Businesses should move beyond 

"compliance-only" accounting and use their digital 

data for Strategic Cost Management (SCM) to stay 

competitive with firms in Pune and CH. 

Sambhajinagar. 

Conclusion  

 The study concludes that Nanded City is at a 

critical "Digital Inflection Point." The era of 

"Compliance-Driven" accounting has effectively 

dismantled the traditional, opaque methods of 

financial management. 

 While the initial phase of this era was 

characterized by high costs and technical resistance, 

the Data Analysis suggests a maturing ecosystem. 

MSMEs in Nanded are moving beyond using 

technology just for "filing returns" and are beginning 

to use "Data Analytics" for Cost Management. By 

leveraging digital trails, local businesses can now 

access formal credit more easily, optimize their 

inventory, and compete with larger players in the 

Maharashtra market. 

Ultimately, the success of Nanded’s economy in this 

era depends on collaborative ecosystems. The 

"Compliance Burden" is high, but it is the "Entry 

Ticket" to a modernized, national market. With the 

right support from local industrial associations and 

continued simplification of tax laws, the digital era 

will be remembered not as a period of hardship, but as 

the decade Nanded’s businesses achieved institutional 

scale. 
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