
 

International Journal of Business Economics and Management Research 
Vol. 9, Issue 4,   April  2018 Impact Factor: 4.963    ISSN: (2229-4848) 

www.skirec.org Email Id: skirec.org@gmail.com 

 

 

 
An International Double-Blind, Peer Reviewed, Refereed Open Access Journal - Included in the International Indexing Directories 

 
Page 26 

IMPACT OF GST ON BUSINESS AND ECONOMY 

 

Anuradha Singh 

Research Scholar, Department of Applied Economics & Commerce 

Magadh University, Bodh-Gaya, Bihar 

 

Abstract 

GST is the biggest tax reform in India founded on the principle of 'One nation, one market, 

one tax'. It refers to the single unified tax created by amalgamating various Central and 

States taxes of India. It is a destination-based single tax on the supply of goods and services 

from manufacturer to the customer, which has replaced multiple indirect taxes levied by the 

central and state governments, thereby converting the country into a unified market. It has its 

own impacts on business and economy. The present paper is an attempt to examine the 

impact of GST on business and economy. 
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I. Introduction 

GST refers to the single unified tax created by amalgamating various Central and States taxes 

of India. It is a destination-based single tax on the supply of goods and services from 

manufacturer to the customer, which has replaced multiple indirect taxes levied by the central 

and state governments, thereby converting the country into a unified market. The new GST 

subsumes 17 indirect taxes and 23 cesses of central and states, eliminating the need for filing 

multiple returns and assessments and rationalizing the tax treatment of goods and services 

along the supply chain from producers to consumers. The final consumer bear the GST 

charged by the last dealer in supply chain with set-off benefits at all the previous stages. 

II. Impact of GST 

Impact of GST on business and economy can be studied from two angles. There are some 

positive impacts of GST while it has some negative impacts also. 
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IIA. Positive Impact 

There are some positive impacts of GST which are beneficial to the business and Indian 

economy. The positive impacts of GST are mentioned below: 

(i) Removal of Cascading Effect 

Removal of cascading effect of taxes i.e. tax on tax or double taxation is one of the important 

benefits and positive impact on Indian economy. This has been a major issue for business 

class as they were aggrieved by paying tax twice. Under previous tax regime, the transfer of 

goods was under the service contract. It means that every invoice had the value of goods as 

well as services. Both of these attracted a rate of 70% each giving a total of 140%. Under 

GST regime, the taxes are unified under the supply of services and the taxation system has 

been unified. 

(ii) Increase in Competitiveness 

Under the previous tax system, taxes used to constitute about 25% to 30% of the retail price 

of goods and services. Due to implementation of GST, prices will be decreased since the 

burden of paying tax has been fallen on to end customer of goods and services. So, there is 

scope for business class to produce more at lesser effective costs, leading to increase in 

competition. 

(iii) Simplification of Tax Structure 

The tax structure and tax calculation have been made more simplified. It has been eliminated 

the multiple stages of taxation of old tax regime which results in saving of resources of the 

economy. GST has also unified the taxation laws of various state governments. 

(iv) Clarity for Software Industry 

The implementation of GST in the country has made clarity for software and IT giants 

regarding payment of taxes. Under previous tax system, there was confusion and also dispute 

on as to whether they need to apply for VAT or Service Charge on their products. Now, the 

GST has clearly differentiated between products and services and the process and the way of 

taxation applied to them. 

(v) Economic Union 
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Goods and services can easily be transported from one state to another state under GST 

regime which is an appreciable change. The easy transportation of goods from one state to 

another state through the generation of e-way bill encourages businesses. 

(vi) Input Held in Stock 

The service providers are in position to access the CENVAT credit of input which is held in 

the stock. This provision is best applicable when users migrate from one taxation form to 

another such as from exempt taxation category to a taxation category. 

(vii) Increase in Exports 

The implementation of GST has reduced the cost of production in domestic markets which 

will result in a positive influence in increasing competitiveness in the international markets 

leading to increase in exports. 

(viii) Repairs and Maintenance 

Service Providers relating to the delivery of repairs and maintenance services will avail the 

benefits of both the credit of input and credit of input services in accordance with GST 

system. However, under previous regime, the repair service providers were enjoying benefit 

only from the credit of input services which was a very limited compensation for the service 

providers. 

(ix) Reduction of Input Costs 

With the implementation of GST, the cost of inputs will decrease due to elimination of 

multiple levels of taxation and introduction of a single tax on value addition. The taxation on 

inputs such as VAT, excise duty is no longer valid and a headache for service providers. 

(x) Abolition of Multiple Taxes and Saving of Time 

The abolition of multiple taxes will solve the lengthy administrative process of tax 

calculation which will streamline the taxation process. It will result in the saving of time. 

 

(xi) Complex but Transparent 
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Though, GST is complex in nature but it will improve the financial management and increase 

transparency in tax planning of establishments. There will be less room for tax avoidance and 

evasion. 

It will make the economy legal and corruption free. 

 

IIB. Negative Impact 

The newly implemented GST is not totally beneficial and perfect. It has some negative 

impacts which are mentioned below: 

(i) Lack of Centralized Registration 

Under the previous tax regime, taxpayers were allowed to register from all over the country 

via central authority. But under the GST regime, taxpayers have to register GST from their 

states and have to pay the central tax. 

(ii) Taxation for Free Service 

Under GST system, anyone providing any service free, he is eligible to be taxed for it. 

Similarly, supplies made in absence of consideration will now be taxable. 

(iii) Service Costs to Consumers 

The new GST will increase the rates of taxation which will shift to the end consumer. GST is 

a destination based tax which means that the burden of tax will fall on the end consumers. 

(iv) Lack of Centralized System of Accounting 

Under GST regime, there is lack of centralized system of accounting. Accounts will be 

separate for central and state taxation for each business. Businesses in every state have to 

maintain their accounts in the prescribed format under GST. 

(v) Return Filing 

The filing of return is expected to be burdensome. Every business owners has to file GST 

returns listing details of all business transactions periodically. The decentralized registration 

is the cause of filing so many returns. 

(vi) Wastage of Resources and Money 

As the GST system has drastically changed the old system, public has to be informed 

properly about its working and impact which results in wastage of resources and money.  
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(vii) Public Education 

GST is a new tax system with complete change and the general public is not fully aware of its 

rules and regulations. Hence, taxpayers and businesses have to be educated on the inner 

workings of the new taxation system. 

(viii) Parallel Economy 

The surge of GST might lead to the emergence of a parallel economy where some people do 

not opt for bills which will lead to thousands of unaccounted transactions. This will defeat the 

objectives of GST. In India, it may be possible where people always try and sneak in 

transactions without billing. It will further give birth to corruption and exploitation. 

III. Conclusion 

It has been deduced that there are different impacts of GST. Some impacts of GST are 

positive and favourable while some are negative and not beneficial. On the whole, it is 

beneficial to majority. It is very much clear that GST is the biggest tax reform in India 

founded on the principle of 'One nation, one market, one tax'. The single biggest indirect tax 

regime has come into force, dismantling all the inter-state barriers with respect to trade by 

subsuming central, state and local taxes into a unified GST. The introduction of GST will be 

a milestone for Indian economy. Hence, the overall impact of GST on business and Indian 

economy is expected to be positive thereby increasing the overall economic growth.  

***** 
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