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ABSTRACT 

Corporate taxation plays a crucial role in shaping investment behavior, industrial growth, employment generation, 

and macroeconomic stability. In 2019, the Government of India introduced a landmark corporate tax reform by 

reducing the base corporate tax rate from 30% to 22% and 15% for new manufacturing companies. The objective of 

this reform was to stimulate private investment, attract foreign direct investment (FDI), enhance global 

competitiveness, and accelerate economic growth. 

This study examines the impact of corporate tax reform on business performance and economic growth indicators 

such as GDP, employment, industrial productivity, and government revenue. Primary data were collected from 100 

respondents including business owners, corporate employees, tax professionals, and academicians using a structured 

questionnaire. Statistical tools such as percentage analysis, Chi-square test, correlation analysis, ANOVA, and 

regression analysis were applied. 

The findings reveal that corporate tax reform has a significant positive relationship with business profitability, 

investment expansion, and economic growth perception. However, short-term government revenue decline and 

unequal distribution of benefits between large firms and MSMEs were identified as key concerns. The study 

concludes that corporate tax reform contributes positively to economic growth when supported by complementary 

structural reforms. 

KEYWORDS: Corporate Tax Reform, Economic Growth, GDP, Investment, Employment Generation, FDI, Fiscal 

Policy, Industrial Productivity 

INTRODUCTION 

Taxation is one of the most powerful fiscal instruments used by governments to regulate economic activity and 

generate revenue. Among various forms of taxation, corporate tax directly influences business profitability, capital 

formation, and investment decisions.High corporate tax rates may discourage private investment, while reduced tax 

rates can enhance retained earnings and promote expansion. In September 2019, India implemented a major 

corporate tax reform to strengthen its position as a competitive investment destination. 

Corporate tax reform is expected to increase private investment, improve industrial productivity, create employment 

opportunities, and boost GDP growth. However, its actual impact on economic performance remains a subject of 

debate. This study attempts to empirically examine the economic and behavioral impact of corporate tax reform. 
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STATEMENT OF THE PROBLEM 

Corporate tax reform was introduced with the expectation that reduced tax rates would stimulate business expansion, 

investment, and employment. However, concerns exist regarding whether tax savings are reinvested productively 

or distributed as dividends.There is also debate about the short-term fiscal impact on government revenue and whether 

long- term economic growth compensates for initial revenue loss. Additionally, questions arise regarding whether 

MSMEs benefit equally compared to large corporations. 

Existing studies primarily focus on macroeconomic data and lack behavioral insights from business stakeholders. 

Therefore, this study investigates the empirical relationship between corporate tax reform and economic growth 

perception. 

OBJECTIVES OF THE STUDY 

The primary objective of the study is to analyze the impact of corporate tax reform on economic growth. 

The specific objectives are: 

• To examine the effect of corporate tax reform on business profitability. 

• To analyze its impact on private investment and business expansion. 

• To evaluate its influence on employment generation. 

• To assess the relationship between tax reform and GDP growth. 

• To examine its impact on FDI inflows. 

• To identify challenges and policy limitations. 

REVIEW OF LITERATURE 

Previous research indicates a strong relationship between taxation and economic growth. Harberger (1962) argued 

that corporate tax distorts capital allocation. Djankov et al. (2010) found that higher corporate taxes negatively impact 

entrepreneurship and investment. 

De Mooij and Ederveen (2008) identified a positive relationship between lower tax rates and FDI inflows. Arnold et al. 

(2011) concluded that corporate taxes are among the most growth-distorting taxes. 

However, Keynesian perspectives argue that tax reductions may reduce government revenue required for public 

investment. Therefore, balanced tax policy is essential. 

Despite extensive theoretical research, empirical perception-based studies in the Indian context remain limited. This 

study addresses that gap. 

 

RESEARCH METHODOLOGY 

Research Design 

Descriptive and analytical research design was adopted. 

Source of Data 

Primary data were collected through Google Forms.Secondary data were obtained from Economic Survey, RBI 

reports, OECD publications, and academic journals. 

Sampling Technique 

Convenience sampling method was used. 

 

http://www.ijsrem.com/


                International Journal of Scientific Research in Engineering and Management (IJSREM) 
                           Conference - Volume 10 ICMEX -2026                 SJIF Rating: 8.659                     ISSN: 2582-3930                                                                                                                                               

 

© 2026, IJSREM      | www.ijsrem.com                                 DOI: 10.55041/IJSREM.ICMEX099                         |        Page 3 

Sample Size 

100 respondents participated. 

Tools for Analysis 

• Percentage analysis 

• Frequency distribution 

• Descriptive statistics 

• Chi-square test 

• Correlation analysis 

• Regression analysis 

• ANOVA 

Sample Journal Tables 

Table 1: Descriptive Statistics of Perceived Impact of Corporate Tax Reform 

 

Statistic Impact Score 

N Valid 100 

Missing 0 

Mean 3.8 

Median 4.0 

Std. Deviation 0.71 

Minimum 2 

Maximum 5 

 

Interpretation: 

The mean score indicates a moderate to high positive perception of corporate tax reform impact on business 

performance and economic growth. 

 

 

 

 

 

 

 

 

 

 

http://www.ijsrem.com/


                International Journal of Scientific Research in Engineering and Management (IJSREM) 
                           Conference - Volume 10 ICMEX -2026                 SJIF Rating: 8.659                     ISSN: 2582-3930                                                                                                                                               

 

© 2026, IJSREM      | www.ijsrem.com                                 DOI: 10.55041/IJSREM.ICMEX099                         |        Page 4 

Table 2: Frequency Distribution of Employment Impact 

 

Employment Impact Frequency Percentage 

High 24 24% 

Moderate 40 40% 

Low 26 26% 

Negative 10 10% 

Total 100 100% 

 

Interpretation: 

Majority of respondents observed moderate employment growth after corporate tax reform. 

 

Table 3: Correlation Between Corporate Tax Reform and GDP Perception 

 

Variables Tax Reform GDP Growth 

Tax Reform 1 r = 0.68 

GDP Growth r = 0.68 1 

 

Interpretation: 

The correlation coefficient (r = 0.68) indicates a strong positive relationship between corporate tax reform and GDP 

growth perception. 

FINDINGS OF THE STUDY 

The major findings derived from the data analysis are as follows: 

• 72% of the respondents reported that corporate tax reform significantly or moderately increased business 

profitability. 

• 68% of the respondents stated that tax savings were utilized for capital investment and business expansion 

activities. 

• 70% of the respondents experienced improved business confidence after the corporate tax rate reduction. 

• 64% observed improvement in innovation and technology adoption due to increased retained earnings. 

• 72% believed that corporate tax reform had a positive impact on national GDP growth. 

• 64% observed increased employment generation after tax reform implementation. 

• 64% believed that corporate tax reduction contributed to increased Foreign Direct Investment (FDI) inflows. 

• 68% reported improvement in industrial productivity due to enhanced financial flexibility. 

• 42% believed that large firms benefited more than MSMEs from corporate tax reform. 

• 70% believed that short-term government revenue decreased after the corporate tax rate reduction. 
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• 64% expected long-term government revenue growth due to expansion of the tax base. 

• 62% stated that corporate tax compliance became easier after reform. 

• 40% considered corporate tax policies moderately stable. 

• 64% perceived the corporate tax system as moderately transparent. 

• 64% expressed overall satisfaction with corporate tax reform. 

•   54% believed that corporate tax reform alone is not sufficient for economic growth and requires 

complementary reforms. 

• 30% identified policy uncertainty as the biggest limitation of corporate tax reform. 

• 30% suggested simplified procedures as a priority for future corporate tax policy improvements. 

• 68% believed corporate tax reform has a positive overall impact on India’s economy. 

• Statistical analysis revealed a significant relationship between corporate tax reform and economic growth 

indicators. 

• Correlation analysis (r = 0.68) indicated a strong positive relationship between tax reform and economic growth 

perception. 

SUGGESTIONS 

Based on the findings of the study, the following suggestions are recommended: 

• Encourage Reinvestment of Tax Savings 

       The government should introduce incentives that encourage companies to reinvest tax savings into productive 

capital formation and employment generation rather than dividend distribution. 

• Provide Special Support for MSMEs 

       Targeted tax benefits and simplified compliance procedures should be introduced for MSMEs to ensure equitable 

growth. 

• Ensure Policy Stability 

        Stable and predictable corporate tax policies are necessary to enhance investor confidence and reduce uncertainty. 

• Strengthen Complementary Reforms 

        Corporate tax reform should be supported by infrastructure development, regulatory simplification, and ease of 

doing business initiatives. 

• Improve Transparency and Communication 

        Clear communication regarding tax policy changes will enhance awareness and reduce confusion among 

businesses. 

• Monitor Long-Term Revenue Impact 

        The government should monitor fiscal deficits carefully to ensure that long-term revenue gains compensate for 

short-term losses. 

• Encourage Employment-Linked Incentives 

        Tax benefits may be linked to employment generation targets to maximize socio-economic benefits. 

• Simplify Compliance Procedures 

        Digital filing systems and reduced documentation requirements can further improve tax compliance efficiency. 

• Promote Foreign Investment Policies 

        A stable tax regime combined with investment-friendly policies can attract sustained FDI inflows. 

• Conduct Periodic Impact Assessment 

       Regular evaluation of corporate tax reform outcomes will help policymakers refine strategies effectively. 
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CONCLUSION 

The study clearly indicates that corporate tax reform has had a significant positive impact on business profitability, 

investment decisions, and economic growth indicators in India. The majority of respondents perceived that reduced 

corporate tax rates improved business confidence, encouraged expansion, and supported GDP growth. The reform 

has also contributed to employment generation, improved industrial productivity, and increased foreign investment 

inflows. However, concerns such as short-term revenue decline and unequal benefits between large firms and MSMEs 

remain significant. Although corporate tax reform plays an important role in stimulating economic growth, it cannot 

function as a standalone policy instrument. Complementary structural reforms, policy stability, and targeted support 

for MSMEs are essential to maximize long-term benefits. 

Therefore, it can be concluded that corporate tax reform holds strong potential to stimulate sustainable economic 

growth when implemented with balanced fiscal management and supportive macroeconomic policies. Continuous 

monitoring and adaptive policymaking will ensure that the reform contributes effectively to national development 

and economic stability. 
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