
 “Join the League of 
National & International Scholars”

 “Join the League of 
National & International Scholars”

Law &
Policy

Lex Scripta JournalLex Scripta Journal
Quarterly Online and Print  Edition

ISSN: 2583-8725

LexScriptaMagazine.com ISSN: 2583-8725 Vol. 04 - Q1        Jan - Mar, 2026





New Delhi
First Floor, 4598/12-B, 1st Floor,
Padam Chand Marg, Daryaganj,
New Delhi, Delhi 110002
Phone: +91 98 11 66 62 16 (M)
Phone: +91 70 11 60 56 18 (M)

New Jersey
14 Grandview Ave, Upper Saddle River, 
NJ-07458, USA
Phone: +14805226504 (M)

USA

Bengaluru
Jallahalli East
Bengaluru, Karnataka. India.
Phone: +91 98 11 66 62 16 (M)
Email: publisher.integrity@gmail.com

London
37 Degree Media
64, Hodder Drive, Perivale, London UB68LL. 
United Kingdom.
Phone: +44 7950 78 18 17 (M)
Website: integrityeducation.co.in

Printed in India @ New Delhi

For any  Query / Feedback
Phone: +91 98 11 66 62 16 (Vineet Sharma)

All Copyrights are reserved with the Authors. But, however, the Authors have granted 
to the Journal (Lex Scripta Magazine of Law and Policy), an irrevocable, non-exclusive, 
royalty-free and transferable license to publish, reproduce, store, transmit, display and 
distribute it in the Journal or books or in any form and all other media, retrieval systems 
and other formats now or hereafter known. No part of this publication may be repro-
duced, stored, distributed, or transmitted in any form or by any means, including photo-
copying, recording, or other electronic or mechanical methods, without the prior 
permission of the publisher, except in the case of brief quotations embodied in critical 
reviews and certain other non- commercial uses permitted by copyright law.

The Editorial Team of Lex Scripta Magazine of Law and Policy Issues holds the copy-
right to all articles contributed to this publication. The views expressed in this publica-
tion are purely personal opinions of the authors and do not necessarily reflect the views 
of the Editorial Team of Lex Scripta Magazine of Law and Policy.

[© Lex Scripta Magazine of Law and Policy. Any unauthorized use, circulation or 
reproduction shall attract suitable action under application law.]

Disclaimer

LEX SCRIPTA MAGAZINE OF 
LAW AND POLICY

© Lex Scripta Magazine Of Law And Policy, 2025

LEX
SCRI P TA
M A G A Z I N E

J O U R N A L  M A G A Z I N E  B Y  I N T E G R I T Y  E D U C A T I O N  I N D I A

Published by 

C

(VOL-4, ISSUE-1)

opyright © 2025, 

INTEGRITY EDUCATION INDIA

ISSN-2583-8725
LexScripta

Vol - IV, Issue - I



"Join the League of National 
and International Scholars"

Law &
Policy

Lex Scripta JournalLex Scripta Journal
Quarterly Online and Print  Edition

ISSN: 2583-8725

LEX
SCRI P TA
M A G A Z I N E

J O U R N A L  M A G A Z I N E  B Y  I N T E G R I T Y  E D U C A T I O N  I N D I A

LexScriptaMagazine.com ISSN: 2583-8725 Vol. 04 - Q1        Jan - Mar, 2026



LexScriptaMagazine.com ISSN: 2583-8725 Vol. 04 - Q1        Jan   - Mar, 2026

Lex Scripta JournalLex Scripta Journal

Author
       Ghanshyam

Application of Arti�cial Intelligence in GST Compliance
 and Enforcement: Legal and Practical Issues 



Application of Artificial Intelligence in GST Compliance and 

Enforcement: Legal and Practical Issues 
 

Ghanshyam 

Amity Law School, Amity University, Noida 

 

1.1 Background of the Study 

The evolution of taxation systems in the contemporary era reflects a broader shift towards 

digital governance, where technology plays a central role in regulatory administration. In 

India, the introduction of the Goods and Services Tax (GST) marked a historic reform 

aimed at unifying the indirect tax structure and enhancing transparency in tax collection. 

Unlike the earlier regime, GST was conceptualised as a technology-driven system, 

operating through an integrated digital platform that facilitates registration, return filing, 

tax payment, and compliance verification. This structural reliance on digital infrastructure 

has created a fertile ground for the incorporation of advanced technologies such as 

Artificial Intelligence (AI). The growing use of AI in governance is not merely a matter of 

administrative convenience but represents a transformation in how decisions are made and 

enforced. Tax authorities now have access to vast amounts of data generated through GST 

filings, e-invoicing systems, and financial transactions. AI tools enable the processing and 

analysis of this data in ways that were previously unimaginable, allowing for real-time 

monitoring and predictive assessment of compliance behaviour. This shift has significant 

implications for both efficiency and accountability in tax administration. However, the 

increasing technologisation of taxation must also be understood within the framework of 

constitutional and legal principles. The Indian judiciary has consistently emphasised that 

administrative actions must adhere to fairness, reasonableness, and non-arbitrariness, as 

reflected in cases such as Maneka Gandhi v. Union of India and E.P. Royappa v. State of 

Tamil Nadu. These principles acquire renewed importance in a system where decisions 

may be influenced, or even determined, by algorithmic processes.The intersection of GST 

and AI thus raises important questions about the balance between technological innovation 

and the rule of law. 

 

 

 

 

 

 

 

 



1.2 Research Questions  

The study is guided by the following detailed research questions: 

 

Primary Research Question 

● How does the application of Artificial Intelligence impact GST compliance and 

enforcement in India from a legal and practical perspective?  

Secondary Research Questions 

1. Functional Role of AI  

o What are the specific applications of AI in GST compliance and enforcement?  

o How do AI systems operate within GSTN infrastructure?  

2. Efficiency and Effectiveness  

o To what extent does AI improve compliance rates and reduce tax evasion?  

o Does AI reduce administrative burden on tax authorities?  

3. Legal Challenges  

o What legal issues arise from AI-based decision-making in taxation?  

o How does AI interact with existing laws on data protection and administrative 

fairness?  

4. Impact on Taxpayers  

o Does AI enhance or hinder taxpayer rights?  

o How does it affect small businesses and MSMEs?  

5. Comparative Analysis  

o How have other jurisdictions regulated AI in tax administration?  

6. Regulatory Framework  

o Is there a need for specific legislation governing AI in GST?  

o What safeguards should be introduced?  

 

2. GST Framework and Compliance Structure 

2.1 Introduction to the Conceptual Framework  

The Goods and Services Tax (GST) marks a decisive shift in India’s indirect taxation 

landscape, both in structural and functional terms. Unlike the earlier fragmented regime—

where multiple taxes such as excise duty, service tax, value added tax, and entry tax 

operated simultaneously—GST consolidates these into a unified framework. This 

unification is not merely legislative but operational, as GST is designed to function through 

a fully digitised interface. The emphasis on technology distinguishes GST from its 

predecessors and situates it within a broader global trend towards digital governance. From 

a compliance perspective, GST represents a move towards continuous and data-driven 

monitoring. Taxpayer activity is no longer assessed periodically in isolation; instead, it is 

integrated into a system of real-time reporting and cross-verification. This shift has 

profound implications for enforcement, as it enables authorities to identify discrepancies 



at an early stage. At the same time, it alters the traditional understanding of tax 

administration, where human discretion played a dominant role. The increasing reliance on 

digital systems also necessitates a re-evaluation of legal principles governing 

administrative action. Courts in India have consistently emphasised that administrative 

efficiency cannot come at the cost of fairness and reasonableness. In Maneka Gandhi v. 

Union of India, the Supreme Court expanded the scope of procedural fairness under Article 

21, establishing that any state action affecting rights must be just, fair, and reasonable. 

When applied to a technology-driven tax system, this principle raises important questions 

about how fairness is ensured in automated processes. Thus, the introduction of GST must 

be understood not only as a fiscal reform but also as a legal and institutional transformation. 

 

 

2.2 Constitutional Foundation of GST 

The constitutional legitimacy of GST stems from a carefully designed amendment that 

restructured the distribution of taxing powers in India. The Constitution (One Hundred and 

First Amendment) Act, 2016 introduced a concurrent taxing model, enabling both the 

Union and the States to levy GST on the same transaction. This marked a departure from 

the earlier rigid separation of powers, where the Centre and States operated within clearly 

demarcated domains. Article 246A grants simultaneous legislative competence, while 

Article 269A governs inter-state supplies, ensuring that tax revenue is appropriately 

apportioned. The creation of the GST Council under Article 279A institutionalises 

cooperative federalism, providing a platform for joint decision-making. However, the 

nature of this cooperative framework has been subject to judicial scrutiny. In Union of 

India v. Mohit Minerals Pvt. Ltd., the Supreme Court clarified that the recommendations 

of the GST Council are not binding, thereby preserving the legislative autonomy of both 

the Centre and the States. This decision has important implications for governance, as it 

emphasises that GST, despite its uniform structure, remains rooted in a federal 

constitutional framework. From the perspective of technological integration, this federal 

structure introduces additional complexity. The adoption of tools such as Artificial 

Intelligence must align not only with central policies but also with state-level 

considerations.This raises questions about standardisation, coordination, and 

accountability across jurisdictions. Furthermore, constitutional principles such as equality 

under Article 14 impose limitations on how tax laws and administrative mechanisms are 

implemented. Any technological intervention must therefore operate within the bounds of 

non-arbitrariness and reasonableness, ensuring that similarly situated taxpayers are treated 

alike. 

 

 

 

 



2.3 Legislative Framework Governing GST 

The statutory framework of GST is comprehensive, covering every aspect of taxation from 

levy to enforcement. The Central Goods and Services Tax Act, 2017 serves as the principal 

legislation, supplemented by the Integrated Goods and Services Tax Act, 2017 and 

corresponding State enactments. These laws collectively establish the rules governing 

taxable events, valuation, input tax credit, and compliance obligations. One of the defining 

features of this framework is its emphasis on self-assessment. Taxpayers are required to 

determine their own tax liability and report it through periodic returns. This approach 

reduces administrative burden but increases the importance of accurate reporting and 

effective monitoring. The statutory provisions are supported by detailed rules and 

notifications, which are frequently updated to address emerging issues. Judicial 

interpretation has been crucial in ensuring that the exercise of statutory powers remains 

within legal limits. In Canon India Pvt. Ltd. v. Commissioner of Customs, the Supreme 

Court held that actions taken without proper jurisdiction are invalid, reinforcing the 

principle that statutory authority must be strictly construed. This principle is particularly 

relevant in the context of GST, where multiple authorities operate within a complex 

framework.The legislative design of GST also reflects an increasing reliance on data and 

technology. Provisions relating to return filing, invoice matching, and compliance 

verification are inherently data-driven, creating a natural interface for the use of AI. 

However, this also means that any deficiencies in data accuracy or system design can have 

significant legal consequences, affecting the validity of assessments and enforcement 

actions. 

  

3. Artificial Intelligence in Tax Adminstration 

3.1 Introduction to the Legal Framework of Taxation in India  

The incorporation of Artificial Intelligence (AI) into tax administration marks a decisive 

transition from conventional bureaucratic processes to data-driven governance. 

Traditionally, tax systems relied on manual scrutiny, periodic audits, and human discretion 

to ensure compliance. However, with the exponential growth in transactional data and 

increasing complexity of financial systems, these traditional mechanisms have proven 

insufficient. AI offers the capacity to process vast datasets, identify patterns, and generate 

predictive insights, thereby transforming the nature of tax administration. 

In the Indian context, the integration of AI into tax systems such as GST represents a 

broader movement towards digital governance. This shift is not merely technological but 

institutional, affecting how decisions are made, enforced, and reviewed. The use of AI 

introduces new efficiencies but also raises critical concerns regarding transparency, 

accountability, and fairness—principles that form the bedrock of administrative law. 

 

A key feature of AI-driven administration is its ability to operate continuously rather than 

intermittently. Unlike traditional systems that depend on periodic reporting and 



retrospective audits, AI enables real-time monitoring of compliance behaviour. This 

fundamentally alters the dynamics of tax enforcement, as authorities can intervene at earlier 

stages, potentially preventing revenue loss before it occurs. Such proactive governance 

reduces reliance on punitive measures and shifts the focus towards deterrence and early 

correction. 

At the same time, the increasing reliance on automated processes raises concerns about the 

diminishing role of human judgment. Tax administration has historically involved 

interpretative decision-making, where officers apply legal provisions to complex factual 

situations. The delegation of such functions to algorithmic systems creates uncertainty 

regarding accountability, particularly when decisions adversely affect taxpayers. It also 

raises questions about whether machines can adequately capture the nuances of legal 

reasoning, which often requires contextual understanding and discretion. 

 

Another important dimension of this transformation is the changing relationship between 

taxpayers and the State. The use of AI creates a system where compliance is constantly 

observed and evaluated, potentially leading to a perception of surveillance. While this may 

enhance efficiency, it also necessitates safeguards to ensure that taxpayer rights are not 

compromised. The legitimacy of AI-driven tax administration ultimately depends on its 

ability to balance efficiency with fairness, ensuring that technological advancement 

strengthens, rather than undermines, the rule of law. 

 

3.2 Concept and Meaning of Artificial Intelligence  

Artificial Intelligence (AI) is a broad and evolving concept that encompasses systems or 

machines capable of performing tasks that traditionally require human intelligence. These 

tasks include reasoning, learning, problem-solving, perception, and language 

understanding. At its core, AI is designed to simulate human cognitive processes, allowing 

machines to analyze complex datasets, recognize patterns, and make decisions that were 

once solely in the domain of human expertise. In the context of governance and tax 

administration, AI is not merely a computational tool but a transformative force that 

reshapes decision-making processes and administrative efficiency. 

AI operates through various methodologies, including machine learning, deep learning, 

neural networks, and natural language processing. Machine learning, for instance, enables 

systems to learn from historical data without explicit programming for each scenario. This 

feature is particularly significant for tax administration because it allows predictive 

analysis of taxpayer behavior, detection of anomalies, and identification of high-risk cases 

with minimal human intervention. Deep learning, a subset of machine learning, enhances 

the system's ability to handle unstructured data, such as invoices, contracts, and financial 

statements, which are often essential in assessing compliance under GST. 

 



4. Legal and regulatory challenges 

In ai-driven GST compliance 

The adoption of Artificial Intelligence (AI) in GST administration introduces a host of legal 

and regulatory challenges. While AI can enhance efficiency, accuracy, and fraud detection, 

its integration into compliance frameworks raises questions regarding legality, 

accountability, fairness, and ethical governance. Chapter 4 examines these challenges 

under four key dimensions, highlighting their implications for both policymakers and 

practitioners. 

 

4.1 Accountability and Liability of AI Decisions 

The integration of Artificial Intelligence (AI) into GST compliance brings unprecedented 

efficiency and analytical capabilities to tax administration. However, it simultaneously 

raises complex issues surrounding accountability and liability. Unlike traditional human-

led assessments, AI systems operate autonomously to analyze large datasets, flag 

anomalies, predict potential non-compliance, and recommend provisional actions. While 

these capabilities significantly enhance administrative efficiency, they also blur the lines 

of responsibility, creating challenges for legal and operational oversight. Understanding 

accountability in AI-driven GST enforcement requires examining statutory provisions, 

judicial precedents, and practical implementation concerns. 

 

4.2 Bias, Discrimination, and Ethical Governance 

AI systems are trained on historical data, which can inadvertently embed systemic biases. 

In GST compliance, this could result in disproportionate targeting of certain industries, 

geographic regions, or taxpayer categories. For example, if historical enforcement 

disproportionately focused on small traders or certain sectors, AI risk models trained on 

such data might perpetuate these biases, leading to discriminatory outcomes. Such bias is 

not only ethically problematic but also legally indefensible under Article 14 of the Indian 

Constitution, which guarantees equality before the law. Ethical governance in AI 

deployment requires bias audits, algorithmic transparency, and continuous monitoring to 

ensure fairness. Authorities must implement mechanisms to review flagged cases, validate 

AI findings, and provide avenues for taxpayers to contest automated decisions. Moreover, 

there is a need for clear policy frameworks and standard operating procedures governing 

AI use in tax administration. Without such governance, AI systems risk undermining public 

trust, creating legal vulnerabilities, and generating administrative inefficiencies. 

  

AI-driven enforcement also raises broader ethical questions, such as the balance between 

efficiency and taxpayer autonomy. Over-reliance on automated monitoring can result in 

intrusive oversight, potentially violating privacy or due process rights.  

The challenge of bias is compounded by the opacity of many AI systems. Deep learning 



models, while powerful in detecting complex patterns, often function as “black boxes,” 

where the reasoning behind predictions is not easily interpretable. In the context of GST 

compliance, this lack of transparency makes it difficult for taxpayers to understand why a 

particular transaction or taxpayer profile has been flagged, thereby complicating efforts to 

contest decisions or ensure fairness. The legal and ethical implications are profound: a 

system that cannot explain its decisions risks being perceived as arbitrary, undermining 

taxpayer confidence and potentially leading to disputes that challenge both the AI system 

and the broader compliance framework. Courts, in cases such as Vikram N. Shah v. Union 

of India, have emphasized that administrative decision-making, including technologically-

assisted processes, must be explainable. Another critical dimension of ethical governance 

involves accountability mechanisms within the administration itself. Officers must remain 

responsible for validating AI recommendations, ensuring that human judgment prevails 

over automated outputs, and documenting the reasoning behind each decision. This is not 

merely a legal formality; it is essential to prevent the misuse of algorithmic authority and 

to maintain public confidence in the tax system. When algorithmic decisions directly 

influence compliance outcomes, failure to maintain oversight can lead to both legal 

challenges and reputational harm. Consequently, robust internal review structures, periodic 

audits, and training for officers in ethical decision-making are indispensable components 

of governance frameworks. 

 

4.3 Types of AI applications in GST compliance and enforcement  

Artificial Intelligence (AI) has fundamentally transformed the landscape of tax 

administration worldwide, and its application in Goods and Services Tax (GST) 

compliance presents both promising opportunities and significant challenges. Chapter 5 

focuses on the types of AI applications in GST compliance and enforcement, examining 

their operational, legal, and practical dimensions. The chapter highlights how these AI tools 

function, the underlying technologies, and the implications for legal and procedural 

frameworks, emphasizing human oversight, fairness, and accountability. 

 

5. Comparitive Analysis of Ai in Global Tax Administration  

5.1 Comprehensive Summary of AI Applications in GST Compliance 

The incorporation of artificial intelligence into the framework of Goods and Services Tax 

compliance marks a decisive transition from traditional administrative practices to a data-

centric and intelligence-led model of governance. The research undertaken throughout this 

study establishes that AI is no longer a supplementary tool but an integral component in 

enhancing the effectiveness of tax systems. Its applications span across multiple layers of 

GST administration, fundamentally altering how compliance is monitored, assessed, and 

enforced. 

At the operational level, AI-driven systems have enabled the automation of complex 

processes such as invoice matching, reconciliation of returns, and validation of input tax 



credit claims. These functions, which previously required extensive manual verification, 

are now executed with greater speed and precision. The use of machine learning models 

allows tax authorities to process high volumes of transactional data without compromising 

analytical depth, thereby ensuring that discrepancies are identified at an early stage. In 

addition to structured data analysis, AI has demonstrated significant capabilities in 

interpreting unstructured information. Through advanced language processing techniques, 

contractual documents, communications, and financial narratives can be analysed to detect 

hidden patterns and inconsistencies. This expands the scope of compliance monitoring 

beyond numerical data, allowing authorities to assess the substance of transactions rather 

than relying solely on formal documentation. 

 

Another critical dimension of AI application lies in predictive analytics. By examining 

historical compliance behaviour and transaction patterns, AI systems can generate forward-

looking insights that guide audit planning and risk assessment. This predictive capacity 

enables authorities to allocate resources more efficiently, focusing attention on cases with 

a higher probability of non-compliance. Such targeted intervention not only improves 

detection rates but also reduces unnecessary scrutiny of compliant taxpayers. Equally 

important is the transformation of the taxpayer interface. AI-enabled systems contribute to 

faster processing of legitimate claims, timely identification of filing errors, and provision 

of customised compliance assistance. These features reduce procedural delays and enhance 

the overall experience of taxpayers, fostering a cooperative rather than adversarial 

relationship between the administration and the business community. 

Taken together, these applications illustrate that AI has the potential to create a more 

responsive, transparent, and accountable GST ecosystem. By aligning technological 

innovation with administrative objectives, tax authorities can move towards a model that 

prioritises accuracy, efficiency, and fairness in equal measure. 

 

5.2 Critical Analysis of Key Challenges 

Despite the measurable advantages associated with AI adoption, the research highlights a 

range of structural and operational challenges that limit its full realisation. These challenges 

are not isolated technical issues but interconnected constraints that influence the overall 

effectiveness of AI-driven compliance systems. A central concern relates to the reliability 

of data inputs. The presence of inconsistencies in transactional records, variations in 

reporting formats, and gaps in documentation reduces the accuracy of algorithmic outputs. 

AI systems derive their strength from the quality of the data they process; therefore, any 

deficiency at the input stage inevitably propagates through the analytical framework. This 

creates a risk of incorrect risk classification, which may either overlook genuine instances 

of non-compliance or subject compliant entities to unwarranted scrutiny. 

 

 



6. Conclusion and Recommendations 

6.1 Conclusion 

The research demonstrates that the integration of advanced technologies in GST 

compliance and enforcement represents a significant evolution in tax administration. 

Modern computational tools have enabled authorities to monitor transactions, detect 

anomalies, and target audits with greater efficiency and precision than traditional methods. 

The study finds that the use of these tools facilitates proactive risk management, enhances 

operational efficiency, and reduces the likelihood of revenue leakage. By processing 

extensive volumes of structured and unstructured data, these technologies allow for 

identification of irregular patterns in taxpayer behavior, thereby supporting evidence-based 

enforcement strategies. 

 

However, the findings underscore that technological interventions alone cannot guarantee 

fairness or legality in enforcement. Issues such as data quality, standardization, and 

interoperability remain substantial constraints, affecting the reliability and accuracy of the 

system. The research highlights that legal and ethical considerations are equally critical. 

Enforcement actions must comply with constitutional principles, statutory mandates, and 

established administrative law doctrines. Reasoned decision-making, transparency, and 

human oversight are indispensable to ensure that the use of technology does not 

compromise the rights of taxpayers or lead to arbitrary outcomes. 

 

The study also emphasizes operational challenges, including the integration of new systems 

with legacy infrastructure, continuous model updating, and the need for skilled personnel 

to interpret and validate automated outputs. Without sufficient technical capacity and 

human expertise, there is a risk that enforcement decisions may be flawed or biased. The 

research identifies that building taxpayer trust requires clarity in the enforcement process, 

transparency in decision-making, and accessible mechanisms for contesting and reviewing 

flagged transactions. 

 

Based on the analysis, the research concludes that modern technologies have the potential 

to transform GST compliance into a more intelligence-driven and proactive system. When 

deployed thoughtfully, combining technical tools with robust legal frameworks, ethical 

governance, and human oversight, these technologies enhance efficiency, reduce 

administrative burdens, and foster a culture of voluntary compliance. The study asserts that 

strategic policy measures, continuous capacity building, and infrastructure investment are 

essential to realize these benefits and ensure that compliance enforcement remains 

equitable, transparent, and legally defensible. 

 

 



6.2 Recommendations for Policy and Practice 

The research provides several recommendations to maximize the effectiveness of 

technology in GST compliance. First, standardization of data formats, structured record-

keeping, and consistent reporting mechanisms are critical to improving system reliability. 

Second, regulatory frameworks should clearly define the scope and limits of technology-

assisted enforcement, ensuring alignment with constitutional safeguards, statutory 

provisions, and administrative law principles. Third, fairness, transparency, and 

accountability must be integrated into every aspect of system design, including 

mechanisms to monitor, detect, and correct any biases that may arise in automated 

processes. 

 

Operationally, authorities should invest in scalable infrastructure capable of handling large 

volumes of transaction data and integrating with diverse IT systems. Training programs for 

personnel are crucial, enabling them to interpret system outputs, contextualize findings, 

and validate enforcement decisions. The study also recommends periodic audits and 

continuous system updates to adapt to evolving business practices, regulatory amendments, 

and emerging compliance risks. Finally, effective communication with taxpayers is 

essential to ensure that technology-assisted processes are understood, transparent, and 

accessible, thereby enhancing trust and compl. 






