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Abstract:  On July 1, 2017, India implemented the Goods and Services Tax (GST), which marked a 

significant shift in the country's taxation system. GST was intended to replace a fragmented and confusing 

tax structure, creating a single national market, increasing tax compliance, and stimulating economic growth. 

This paper examines the impact of GST on India's economic growth, looking at its prospects, problems, and 

possible future choices. The study investigates the positive effects of GST, such as increased tax collection, 

reduced tax evasion, and improved trade efficiency through the removal of interstate obstacles. It also 

addresses the significance of GST in encouraging economic formalization and boosting business 

convenience, hence it’s making India a more appealing investment choice. However, the paper identifies 

several barriers in fully realizing GST's potential, including the complexity of the multi-slab tax structure, 

the increased compliance burden on small businesses, technological issues in the GST network, and regional 

disparities in implementation. Furthermore, the paper discusses the adverse effect on specific industries, 

particularly SMEs, who confront difficulties in adapting to the new system. The research continues by 

suggesting future possibilities for improving GST efficacy, such as streamlining tax slabs, upgrading digital 

infrastructure, and giving sector-specific help. By resolving these concerns, India can maximize the benefits 

of GST while promoting long-term inclusive economic growth.. 

 

Index Terms - Goods and Service tax (GST), India’s Economic Growth, Tax System 

I. INTRODUCTION 

 

The Goods and Services Tax (GST), which went into effect on July 1, 2017, was one of the most significant 

tax reforms in Indian economic history. GST, as a single, comprehensive tax system, replaced a fragmented 

structure of indirect taxes such as VAT, service tax, excise duty, and others in order to streamline the tax 

structure, develop economic integration, and promote ease of doing business. GST aimed to minimize the 

cascading effect of taxes, lower trade barriers between states, and establish a seamless flow of goods and 

services by implementing a uniform tax framework across the country. 

The fundamental goals of GST implementation were not easy to simplify the taxes procedure, but it also boost 

economic growth by encouraging a more transparent, structured, and competitive sector. As an important 

component of India's fiscal policy, GST has the ability to significantly shape the country's economic destiny 

by influencing elements such as domestic consumption, investment, employment, and government revenue. 

However, politicians, economists, and industry stakeholders have been divided on how it will affect economic 

growth. 
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Despite the promising prospects, the GST implementation has faced various hurdles. Its complexity, in terms 

of compliance and frequent changes in tax rates, has caused uncertainty among firms, particularly small and 

medium-sized enterprises. In addition, several sectors, including as agriculture, services, and small-scale 

businesses, have struggled to adjust to the new regime. Furthermore, the transition from the previous tax 

system to GST raised concerns about short-term economic disruptions, which might disrupt progress in growth 

in the early years of implementation. 

This study seeks to assess the impact of GST on India's economic growth by examining its potential, 

challenges, and future choices. It investigates the extent to which GST has fulfilled the objectives it 

established, its impact on the general economic climate, and the potential obstacles that lie ahead. By exploring 

these factors, the study aims to provide insights into how GST might be further optimized to support long-

term economic growth while also addressing the difficulties that are now obstructing its full potential. 

The paper is structured as follows: Section 2 provides an overview of the GST framework in India. Section 3 

examines the predicted benefits and possibilities for GST in India's economic growth. Section 4 addresses the 

problems and difficulties encountered during the GST implementation process. Section 5 discusses future 

ideas for optimizing India's GST system. The conclusion summarizes the findings and makes policy 

recommendations to improve the efficiency of GST in boosting India's economic growth. 

 

 

REVIEW OF LITERATURE 

 Dr. Sunil D. Waghamode (2020) in the paper titled “Opportunities, Challenges & its Impact of GST 

on Indian Economy” this research paper looks at the prospects and benefits of GST. The research 

paper aims to identify the issues faced by GST. This paper examines the impact of GST on the Indian 

economy. 

 Dr. Neeta Deepaware & Dr. Shivangi Dwivedi (2022) in the paper titled “GST in India: Its Impact on 

Indian Economy”  has conclude this paper provides an overview of product and carrier taxes in India, 

including their norms, aims, and consequence. 

 Dr. Manisha Shinde (2019) in the paper titled   “A Study of Impact and Challenges of GST on Various 

Constituents of Indian Economy” the paper discusses the planned GST, its objectives, and its influence 

on several aspects of the Indian economy. The paper discusses the benefits and prospects of GST. 

Furthermore, the paper presents a conclusion. 

 Anand Nayyar,  Inderpal Singh,. (2018) in the paper titled  “A Comprehensive Analysis of Goods and 

Services Tax (GST) in India” the paper discussed the history of the taxation system, the GST concept 

and its significance, a comparison of Indian GST taxation system rates with those of other world 

economies, and in-depth coverage of the benefits to various sectors of the Indian economy after GST 

was imposed, as well as some challenges to GST implementation. 

 Pankaj Kumar, Subhrangshu Sekhar Sarkar (2016) in the paper titled “Goods and service tax in India: 

problems and prospects” the paper examines the major features of GST. The paper also focuses on the 

issues that the Central and State Governments are likely to face. 

 Prabhat Kumar Singh (2019) “An Economic impact , approaches and analysis of Goods and services 

Tax (GST) in India” the research paper examines the potential benefits and drawbacks of the GST 

system in India, as well as the impact on businesses and the economy. 

 Pawan Popli (2023)  “Impact Of The Goods And Services Tax On Indian Economy” the  paper 

examine the GST's impact on economic indicators, sectoral performance, implementation challenges, 

and overall contribution to India's growth trend using quantitative and qualitative analysis, literature 

review, and empirical evidence. 

 

OBJECTIVES OF THE STUDY 

 To examine the effect of GST on India's economic growth. 

 To assess how the GST contributes to the enhancement of the tax system. 

 To examine how the GST affects economic formalization and investment. 

 To Assess the Effectiveness of GST in Improving Government Revenue Generation. 

 To provide policy recommendations for maximizing GST's contribution to economic growth. 
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RESEARCH METHODOLOGY 

RESEARCH DESIGN 

The study used a cross-sectional design to compare data prior to and following GST adoption. 

The economic effects of GST will be measured using quantitative analysis, such as GDP growth, inflation 

rates, and tax collection numbers. 

Through interviews and surveys, qualitative analysis will help to understand the difficulties and perspectives 

of businesses and consumers. 

 

DATA COLLECTION METHODS 

Secondary Data: 

 Economic indicators : Economic indicators from the Ministry of Finance, Reserve Bank of India 

(RBI), and other official sources include the GDP growth rate, inflation rates, tax revenue, and sectoral 

growth (manufacturing, services, etc.). 

 Reports on the effects of GST: White papers and studies released by the Indian Chamber of 

Commerce, the World Bank, and NITI Aayog. 

Data on sectoral performance: Performance information from pre- and post-GST sectors, including 

manufacturing, retail, and services. 

 

 

 

Primary Data: 

 Surveys & Questionnaires: Distributed to companies (big and small), tax specialists, and industry 

experts to find out how they feel about the impact of the GST. 

 Interviews: conducted interviews with business owners, economists, and government representatives 

to learn about their opinions on the advantages, difficulties, and efficiency of the GST. 

 

 

SAMPLING TECHNIQUE 

1. STRATIFIED RANDOM SAMPLING: 

To achieve a representative sample of the population, stratified random sampling will be utilized to target 

firms from various industries (manufacturing, services, retail, etc.) and areas (urban and rural). 

 

2. PURPOSIVE SAMPLING: 

Purposive sampling will be utilized to target particular people who have knowledge of GST, including 

corporate executives, tax professionals, policymakers, and economists. These professionals can offer more in-

depth explanations of the economic difficulties, policy implications, and prospects of GST. 

 

SAMPLE SIZE: 

Quantitative Data: To collect information on the economic impact of GST, a sample of roughly 

200 enterprises from various industries and geographical areas would be surveyed. 

 

Qualitative Data: To obtain expert opinions, interviews will be held with 20–30 important stakeholders, such 

as economists, tax experts, and policymakers. 

 

RESEARCH GAP: 

There are a number of gaps in the research on how the Goods and Services Tax (GST) affects economic 

growth in India that require more investigation. Studies that have already been done mostly concentrate on 

the immediate effects, underexamined the long-term effects on GDP growth, employment, and sectoral 

performance. Additionally, little research has been done on how the GST has affected various industries, 

particularly the informal economy, SMEs, and agriculture. Furthermore, the public's impression of the GST, 

its impact on tax compliance, innovation, and foreign investment, and regional differences in its 

implementation have not all received enough attention. By offering a thorough examination of the GST's wider 

implications for India's economic growth, this study seeks to close these gaps. 
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SIGNIFICANCE OF THE RESEARCH: 

This study is important because it provides insightful information about how the GST would affect India's 

economy in the long run. The GST was a significant tax reform that was intended to simplify the tax code, 

increase economic expansion, and curtail the activities of the unorganized sector. Its entire implications are 

still unclear, though, especially in light of sector-specific effects, regional inequities, and its impact on 

employment, innovation, and investment. In addition to addressing the difficulties faced by consumers and 

businesses, this study will give policymakers vital evidence for improving the GST framework and make 

suggestions for streamlining the tax code to promote equitable and sustainable growth. 

Additionally, by filling in the gaps in the literature regarding the long-term economic effects of GST, 

especially on industries like agriculture, SMEs, and the informal economy, the research will enable the 

creation of more equal and successful tax laws in India. 

 

CONCLUSION: 

The Goods and Services Tax (GST) was implemented in India as a historic change with the goals of 

streamlining the tax code, increasing economic expansion, and improving corporate compliance. This study 

has assessed the potential, limitations, and alternatives for the future of the GST's effect on India's economic 

growth. 

 

The results show that GST has helped to formalize the economy to a certain degree, streamline tax procedures, 

and make doing business easier. However, a number of obstacles have hindered the implementation's ability 

to promote inclusive growth, such as sectoral and regional imbalances and compliance problems. Large 

businesses have benefited from the GST, but smaller industries—especially agriculture, SMEs, and the 

informal economy—have been affected in a variety of ways and need specific measures. 

Although GST has made significant progress in simplifying India's tax structure, ongoing monitoring and 

adjustments are required. The study offers recommendations for improving GST's inclusiveness, improving 

compliance mechanisms, and ensuring equitable growth across all sectors and regions. Going forward, it is 

crucial for the government to strengthen its support for vulnerable sectors and encourage innovation, 

investment, and job creation under the GST framework in order to truly unlock its potential for fostering 

sustainable and inclusive economic growth in India. The study also highlighted the need for a more thorough 

analysis of the long-term effects of GST on GDP growth, employment patterns, and innovation. 
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