
Volume 9, Number 2, October – December 2020 

ISSN (Print): 2279-0977, (Online): 2279-0985 

PEZZOTTAITE JOURNALS 

1 |P a g e International Journal of Applied Services Marketing Perspectives © Pezzottaite Journals 

 

 

 

POSITIVE AND NEGATIVE IMPACT OF GST ON THE INDIAN 

MARKET ECONOMY 
 

A Dash 
 
 

 

INTRODUCTION 

 

The Goods and Services Tax (GST) is one of the most significant tax reforms in India since independence. It replaced a 

complex system of multiple indirect taxes imposed by the central and state governments. The implementation of GST 

was expected to foster economic growth, enhance compliance, and simplify tax regulations. This study explores the dual 

nature of GST’s impact, highlighting both its advantages and disadvantages within the Indian market economy. The 

research questions guiding this study are: How has GST transformed the taxation landscape in India? What are the 

tangible impacts of GST on businesses and consumers in India? 

 

LITERATURE REVIEW 

 

The GST was designed to unify India's taxation structure, reduce the cascading effect of taxes, and enhance the ease of 

doing business. According to a report by the Reserve Bank of India (2018), GST has simplified the tax structure by 

merging various indirect taxes into a single tax, thereby improving compliance and reducing tax evasion. Gupta & 

Gupta (2019) noted that the introduction of GST led to a significant increase in tax revenues for the government, 

providing much-needed financial resources for developmental projects. 

 

However, several studies have also pointed out the negative implications of GST. For instance, Sharma & Kumar (2020) 

emphasized the burden placed on small and medium-sized enterprises (SMEs) due to the complexities of compliance. 

Additionally, Sahu (2021) highlighted issues related to the technological infrastructure needed for GST implementation, 

which posed challenges for businesses lacking digital capabilities. 

 

METHODOLOGY 

 

This study utilizes a qualitative research methodology, drawing on secondary data from existing literature, reports, and 

case studies. The sources of data include academic journals, government publications, and market analysis reports. A 

comparative analysis approach was employed to assess pre- and post-GST implementation impacts on various economic 
sectors. 
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ABSTRACT 

 

Goods and Services Tax (GST) was implemented in India on July 1, 2017, as a comprehensive indirect tax reform 

aimed at streamlining the taxation system in the country. This paper critically examines the positive and negative 

impacts of GST on the Indian market economy. By analyzing existing literature and empirical evidence, the study 

reveals significant benefits such as increased compliance and simplified tax structure, alongside challenges 

including tax burden on smaller businesses and implementation issues. The findings underscore the need for 

continued refinement of GST to enhance its benefits and mitigate drawbacks. 
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RESULTS 

Positive Impacts of GST 

1. Increased Tax Compliance: GST has incentivized businesses to maintain accurate records, as the tax credit mechanism 

requires proper documentation.  

2. Reduction in Tax Evasion: The move towards a unified tax system has significantly reduced the cascading effect of 

taxes, curtailing tax evasion.  

3. Simplified Tax Structure: GST has streamlined tax categories, moving from a multi-layered system to a multi-slab 

system, thereby simplifying the process for taxpayers. 

4. Economic Growth: According to the Ministry of Finance, GST has positively impacted GDP growth by 1%-2% in the 

years following its implementation, stimulating consumption and investment. 

Negative Impacts of GST 

1. Compliance Burden on SMEs: Smaller businesses often lack the resources to manage the complexities of GST 

compliance. As per the Federation of Indian Chambers of Commerce & Industry, many SMEs struggled to adapt to the 

new tax regime. 

2. Technological Challenges: The transition to a digital interface for tax filing presented significant challenges, 

particularly for businesses in rural areas. An estimated 25% of small businesses reported issues with technology 

adaptation. 

3. Inflationary Pressures: Some sectors experienced increased prices for goods and services due to the new tax regime. 

The Indian Consumer Price Index showed an incremental increase in prices for essential commodities post-GST 

implementation. 

Table 1: Summary of Positive and Negative Impacts of GST 

 

Impact Positive Effects Negative Effects 

Tax Compliance Increased number of registered 

taxpayers 

Compliance burden on small 

businesses 

Tax Evasion Reduction in cascading taxes Technological challenges for 

transition 

Tax Structure Simplification of tax categories Confusion among consumers and 

businesses 

Economic Growth Improvement in GDP growth rates Inflationary pressures in certain 
sectors 

DISCUSSION 

The dual impact of GST on the Indian market economy presents a complex picture. While it has ushered in a new era of 

tax compliance and revenue generation, the burdens placed on SMEs and the need for enhanced technological 

infrastructure cannot be overlooked. The advantages of a broadened tax base and improved GDP growth potentially 

outweigh the challenges. However, continuous monitoring and adaptive strategies must be employed to address the 

hurdles faced by smaller businesses. 

To maximize the positive effects of GST, the government must invest further in simplifying the compliance processes 

and providing support to SMEs. Initiatives such as workshops, online tutorials, and direct support systems could bridge 

the knowledge gap and improve GST literacy across industries. Further, a phased approach to technological 

implementation coupled with government incentives could ease the transition for smaller enterprises. 

CONCLUSION 

GST has significantly altered the landscape of the Indian market economy, yielding both positive and negative 

outcomes. The simplification of the tax structure and increased compliance rates are notable achievements of this 

indirect tax reform. However, addressing the compliance burden on SMEs and the technological barriers is crucial for 
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the holistic success of GST in India. As the market dynamics evolve, continual assessment of GST's impacts, along with 

robust support structures, will be essential for fostering an inclusive economic growth trajectory.” 
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