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ABSTRACT:

The research paper aims to study the mechanism of tax compliance within the Indian shipping industry, taking the Shipping Corporation of India as a case study,
in order to understand practical challenges and improvements in statutory adherence. The paper examines central tax touchpoints-Income Tax, Goods and Ser-
vices Tax (GST), TDS/TCS, customs duties, and the Tonnage Tax regime-while analysing how company-level practices, ERP integration, and internal controls
influence compliance outcomes. The methodology combines primary insights from the internship-that is, observations and interviews with SCI's tax function-
with secondary sources such as annual reports and regulatory guidance. The key findings that emerge show that overlapping statutes, frequent regulatory updates,
documentation mismatches, and reliance on intermediaries create material compliance risk and process inefficiencies. However, effective usage of ERP, standard
operating procedures, and periodic internal reviews in SCI mitigate many risks. The paper concludes with targeted recommendations: enhanced automation, a
centralized tax dashboard, standardized documentation flows, and capacity-building for operations and tax staff. These measures will reduce errors, expedite the
filing cycle, and make company processes more aligned with evolving tax policies for better fiscal transparency and operational resilience among Indian shipping

firms.
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INTRODUCTION

The Indian shipping industry is a strategic backbone of the national economy, enabling international trade, linking ports, and supporting export-import
logistics. As the volumes of global trade grow, the taxation and regulatory overlay for shipping has become more complex-driven by domestic tax
reforms, international conventions, and evolving supply-chain models. For large operators like the Shipping Corporation of India, SCI, taxation is not
only a cost component but also a governance and compliance imperative that affects cash flows, contract pricing, and cross-border operations.

Shipping companies have various touchpoints with taxation across activities: freight earning, vessel operation, port services, crew remuneration, and
charter arrangements. All these activities might attract different tax treatments under Income Tax, GST, customs duties, and withholding regimes under
TDS/ TCS. Simultaneously, specialized regimes like the Tonnage Tax Scheme and Double Taxation Avoidance Agreements introduce alternative com-
pliance pathways and benefits, which have to be carefully applied and appropriately documented.

In spite of the fact that laws and rules have been framed, there is a persistent practical problem. Frequent legislative updates, different interpretations by
authorities, high documentation requirements, and mismatches between filing systems-ERP vs. GST portal vs. customs declaration-result in time differ-
ences, reconciliation issues, and other exposures to penalties. In such a scenario, company-level mechanisms-SOPs, internal controls, ERP integrations,

and trained tax teams-play a decisive role in ensuring compliance, minimizing risk, and preserving operational efficiency.

This research draws on the author's internship experiences at SCI, together with secondary sources, to evaluate existing compliance mechanisms, identi-
fy implementation gaps, and recommend pragmatic improvements. The study focuses on the practical application or how compliance is executed at the
firm level rather than a purely theoretical exposition of tax law, with the aim of producing actionable insights that shipping companies and policy advis-

ers can adopt.

LITERATURE REVIEW

Tax compliance is one of the critical research areas in India, as it directly influences corporate governance, fiscal transparency, and economic growth.
Various studies outline that compliance can be effective only when regulatory frameworks are not only lucid and simple but also when proper aware-
ness and training for company personnel associated with finance and taxation are available. Factors like complexity in tax laws, improper documenta-
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tion, delayed reporting, and inefficiency in monitoring systems contribute to non-compliance. The Indian shipping industry, which makes broad contri-
butions to the national economy and international trade, therefore faces unique challenges in adhering to norms of taxation. In the shipping sector, com-
panies are liable under both direct taxes, represented by corporate income tax, and indirect taxes, such as GST, customs duty, port charges, and other
duties related to maritime operations. It has been observed that the introduction of GST was initially planned to simplify indirect taxation; however,
shipping companies have experienced certain difficulties with regard to the proper classification of services, inter-state supply provisions, and frequent
changes in GST provisions.

Literature also underlines that the adoption of technologies like ERP systems, automated software for tax filings, and digital reporting systems has
increased the accuracy of compliance and reduced human errors. Sound compliance is also linked to robust frameworks on risk management, inclusive
of internal audits, risk assessment models, and mechanisms that ensure systemic monitoring to ensure timely filings and compliance. Smaller or private-
ly-owned shipping companies, due to limited resources, often cannot dedicate resources exclusively to tax compliance, making them all the more prone
to penalties, legal issues, and operational delays, studies reveal. Despite considerable research on tax compliance in various industries, there is a dearth
of focus on the Indian shipping industry. Rarely have the currently available studies analysed how corporate finance practices, accounting policies, and

risk management strategies intersect with tax compliance mechanisms in this sector.

The absence of such a literature review underlines the significance of the present study, which attempts to discuss the practical mechanisms of compli-
ance followed by shipping companies, identify challenges faced in direct and indirect taxation, and find solutions that can help increase efficiency and
adherence to regulations. In this respect, this research focuses on the Indian shipping industry to add to the available understanding of sector-specific
tax compliance issues and to provide insights relevant for both policymakers and corporate finance professionals.

OBJECTIVES

1. To analyse GST compliance processes in the Indian shipping industry.

. To understand the benefits of e-invoicing for improving financial transparency.

. To explore the integration of IT systems with GST regulations.

. To identify the challenges faced by the shipping industry in implementing GST.

. To recommend strategies for enhancing tax compliance.

. To assess the economic impact of GST on the shipping industry’s growth and global competitiveness.

. To study international taxation trends in shipping and their relevance to India.
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. To propose long-term reforms for sustainable GST compliance in the maritime sector.

RESEARCH METHODOLOGY
Data Collection

Primary Data:

Primary data was collected through interviews and discussions with finance and tax officials of selected shipping companies. Internal compliance pro-
cesses and reporting mechanisms have also been observed to get practical insights into how tax regulations are actually implemented. Structured ques-
tionnaires, wherever applicable, have also been used to collect information concerning compliance challenges and practices.

Secondary Data:

Secondary data was obtained from company annual reports, financial statements, GST filings, and Income Tax returns. Relevant industry publications,
research papers, and journals connected with taxation and shipping were also studied. The required regulatory context was also collected from govern-
ment reports, circulars, and regulatory guidelines.

Sampling:
The major shipping companies in India constitute the population of the study, including Shipping Corporation of India Ltd. and selected private ship-
ping firms. A purposive sampling method was used to ensure the selection of companies with relevant, accessible financial and tax compliance data.

Scope of the Study:
The study focuses on corporate tax compliance, GST, and other statutory levies concerning the Indian shipping sector. It includes financial as well as

operational practices about tax compliance.

Limitations of the Study:
. Limited availability of primary data because company records are confidential.
e This study is limited to selected shipping companies and might not reflect the entire industry.
. Time constraints would limit the ability to conduct long-term trend analysis.
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Analytical Approach

1. Quantitative Analysis:
. It consists of financial data compiled and analyzed from company annual reports, GST filings, and Income Tax returns.
e Trend analysis is used to study changes in compliance over a five-year period.
. Ratio and percentage analysis are used to determine the share of timely filings, penalties, and compliance efficiency.
e  Comparative analysis is done to examine the impact of GST implementation on indirect tax compliance across various shipping companies.

2. Qualitative Analysis:
e  Insights from interviews and discussions with finance and tax officials are analyzed to ascertain operational challenges, internal control
mechanisms, and compliance strategies.
. Observations of internal reporting processes and risk management practices give context to the quantitative data.
o  Different challenges like documentation issues, resource constraints, and adjustment to regulatory changes are assessed to understand the
sector-specific compliance difficulties.

3. Data Interpretation:
e  The findings from both quantitative and qualitative analyses are combined to arrive at meaningful conclusions on the effectiveness of tax
compliance mechanisms.
. Tools of visualization include charts, tables, and graphs that present data in a clear manner, hence easy to interpret.
e It will analyse compliance gaps, highlight best practices, and give recommendations to enhance tax adherence for the shipping industry.

FINDINGS & ANALYSIS

1. Analysis of E-Invoicing
The report examines E-invoicing, an essential element of the GST framework, designed to check tax evasion and make compliance easier.
e  Mechanism: E-invoicing is a process where B2B invoices are electronically verified by the GSTN prior to being utilized on the common
portal. It generates a standard format allowing interoperability between different systems.

e  Impact on Compliance:
o Itreduces data entry errors since software can directly read electronic invoices.
o It permits real-time tracking of supplier-generated invoices.
o It simplifies the process of return filing by pre-populating the data, particularly for Part A of the e-way bill.
o Itacts as a counter to GST evasion by reducing fake invoices.

2. Analysis of Input Tax Credit ITC

The report identifies ITC as an important feature that enhances the liquidity of and reduces tax liability for shipping companies.

. Financial Impact: ITC is, therefore, an effective tool for optimizing cash flow by allowing shipping companies to credit the tax paid on pur-
chases-inputs, which include equipment and maintenance, among others-against their tax liability on sales.

e  Claiming Process: The process involves purchasing goods/services, maintaining valid records/invoices, filing GSTR-1 and GSTR-3B, and
then claiming the credit.

e  Restrictions: The analysis brings out that ITC cannot be claimed for ineligible expenses, such as food, beverages, and personal expenses. In
addition, ITC must be claimed proportionately in case any company provides both taxable and exempt services.

e  Exports: Exports are considered as "zero-rated" supplies; exporters can claim refunds on the GST paid on inputs, which get processed in 60
days.

3. ITC Set-Off Mechanism

The report looks at the particular order that is prescribed for ITC utilization for settling tax liabilities-a very critical part of compliance planning.
. IGST Credit: This has to be utilized first to settle IGST liability, then CGST, then SGST.
e  CGST & SGST Credit: The credit of CGST cannot be utilized towards the liability of SGST and vice-versa.

IMPACT OF GST ON THE INDIAN SHIPPING INDUSTRY

1. Simplification of Tax Structure
GST replaced multiple indirect taxes, such as service tax, central excise duties, and state-level taxes, with a single tax regime. This simplification has:

®  Reduced the need for multiple registrations across states for shipping operations
®  Streamlined compliance for shipping companies operating in multiple ports and states

®  Provided a uniform rate structure for freight, logistics, and ancillary maritime services
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2. Input Tax Credit (ITC) Benefits
One of the most significant impacts of GST has been the seamless availability of ITC. Shipping companies can now:

(] Claim input credit for taxes paid on fuel, ship repair, port charges, and agency fees
®  Reconcile ITC claims in real-time through the GSTR-2B system

®  Reduce cascading effects of tax and improve working capital management

3. Compliance and Documentation Challenges
While GST has simplified the tax structure, the shipping industry faces unique compliance challenges:

®  Correct classification of services (freight, charter hire, port handling) is essential to avoid disputes
®  Multi-state operations and international transactions complicate filing

®  Regular updates to GST rates, rules, and exemptions require constant monitoring by finance teams

4. Effect on Freight & Operational Costs
GST has had a mixed effect on operational costs:

®  Reduction in cascading taxes has lowered effective tax burdens on certain services
®  Compliance-related administrative expenses have increased, especially for smaller companies without automated systems

®  Delays in ITC claims for cross-state transactions sometimes affect cash flow

5. Promotion of Digital Compliance
GST has accelerated the adoption of digital tools in the shipping industry:

®  ERP systems and automated GST filing software ensure faster and accurate reporting
®  E-invoicing and GST portal integration reduce manual errors and support audit-readiness

®  Real-time reconciliation improves transparency and reduces disputes with vendors and authorities

6. Impact on Industry Competitiveness

®  Large shipping companies have benefited from better compliance systems and reduced tax disputes
®  Smaller players face challenges due to limited technical infrastructure and expertise

®  Harmonization of taxes across states has improved India’s ease of doing business, indirectly enhancing the global competitiveness of Indian
shipping companies

CASE STUDY - GST E-INVOICING: ENHANCING TRANSPARENCY IN THE INDIAN SHIPPING SECTOR

The introduction of e-invoicing under GST has emerged as a major reform in the Indian shipping and logistics sector, which handles high-volume,
high-value transactions across multiple stakeholders. Accurate, transparent, and fast invoice processing is critical for shipowners, charterers, ports,
agents, and customs authorities. This case study highlights how e-invoicing has transformed tax compliance, improving efficiency, transparency, and
operational effectiveness.

1. Pre-E-Invoicing Challenges

Prior to e-invoicing, shipping companies relied heavily on manual invoice generation and filing, which led to:

®  Invoice mismatches between vendors, port agents, and internal departments

®  Risk of fake invoices, inflated port disbursement accounts (PDAs), and incorrect tax classification
®  Delays in claiming input tax credit (ITC) due to mismatches in GSTR-2A/2B

®  Slow verification of bulk voyage-related documentation

®  Higher exposure to penalties during audits

2. Implementation of E-Invoicing
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Major shipping companies integrated ERP systems (SAP, Tally, Oracle) with the Invoice Registration Portal (IRP), standardized invoice formats, and
introduced real-time validation via Invoice Reference Numbers (IRN). Finance and operations teams were trained on new workflows, ensuring compli-

ance accuracy and audit readiness.

3. Impact on Tax Compliance

E-invoicing has delivered measurable benefits:

®  Transparency & Audit Readiness: Secure, real-time audit trails reduce manipulation
®  Reduced Tax Evasion: Validation of every invoice limit fake invoice and inflated claims
®  Enhanced ITC Accuracy: Immediate reflection in GSTR-2B reduces mismatches and improves working capital

®  Faster Filing: Automated data flow reduces manual errors and streamlines GST returns

4. Operational Benefits

®  Port agents and freight forwarders experience quicker settlements and clearance
®  Smooth reconciliation between vendor invoices and ERP ledgers

®  Container depots and logistics companies benefit from real-time invoice tracking

5. Observations from Large Shipping Companies

®  2(0-30% reduction in invoice processing time
®  Higher accuracy in GST classification (freight, charter hire, vessel repair, port expenses)
®  Reduced vendor disputes and improved audit readiness

®  Better alignment with international documentation standards

6. Remaining Challenges

®  Smaller vendors lack digital infrastructure
®  Technical errors during IRP integration
®  Frequent GST rule changes requiring ongoing team training

®  System load issues during month-end filing

7. Future Potential

Over the next 5-10 years, e-invoicing may enable:

®  Full integration with ICEGATE and customs documentation
®  Automated dashboards for voyage-wise compliance
®  Blockchain-based verification for port-related payments

®  End-to-end digital audit systems reducing physical documentation

E-invoicing is poised to strengthen compliance, transparency, and efficiency across India’s maritime ecosystem.

RECOMMENDATIONS

Adopt Digital Tools: Implement ERP systems, e-invoicing, and automated GST reconciliation to reduce errors.
Standardize SOPs: Maintain uniform workflows for invoice processing, approvals, and filings.
Strengthen Internal Controls: Conduct risk-based audits and continuous monitoring of high-value transactions.
Vendor Collaboration: Encourage suppliers and port agents to adopt digital invoicing practices.

Policy Feedback: Provide industry inputs to government for GST simplification and operational ease.
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Performance Monitoring: Track compliance metrics and benchmark against global shipping standards.

CONCLUSION

The study explores the impact of the Goods and Services Tax (GST) on the Indian shipping industry and its ability to compete in the market. The study
identifies the key benefits of GST, assesses recent policy changes, and provides suggestions for improvement. The findings suggest that GST has sim-
plified the tax system, made it easier for companies to understand their tax obligations, and allowed them to access credits for taxes paid on goods and
services. The government should clarify rules regarding tax credits and consider further adjustments to support the growth of the shipping industry. The
unified tax structure under GST has resulted in higher compliance rates and helped formalize the shipping sector, bringing more businesses into the tax
net. In addition to increasing revenue collection, this has encouraged responsibility and justice within the sector. Businesses may now run their busi-
nesses more profitably, controlling costs better and being more open about their financial transactions. These advantages have been further increased by
the introduction of e-invoicing, which has eliminated errors, avoided duplicate invoices, and guaranteed precise transaction tracking and reconciliation.
The research aims to identify compliance issues of Indian shipping companies, the effects of recent policy modifications, and the overall effectiveness
of the GST framework in building operational efficiency in the sector. The objective of the study is to assess the challenges faced by shipping compa-
nies in complying with GST regulations, the role of Input Tax Credit (ITC), and provide recommendations for improving GST compliance. Ultimately,
the goal is to understand the difficulties shipping companies face and the potential benefits of the GST.
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