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Abstract: The Goods and Services Tax (GST), implemented in India on July 1, 2017, is one of the most significant indirect tax
reforms since independence. It replaced a complex, multi-layered tax structure with a unified, destination-based consumption
tax applicable across the country. This transformational reform aimed at eliminating the cascading effect of taxes, reducing the
overall tax burden, and creating a common national market. While GST has brought notable benefits to businesses and
consumers alike, its impact on the retail sector — particularly small and medium-sized retailers — has been multifaceted and
significant. This research paper aims to study the impact of GST on retailers in India, with a focus on the financial, operational,
and compliance-related effects experienced by retail businesses. The study investigates how GST has altered the pricing
strategies, profit margins, administrative costs, and overall business performance of retailers across different categories.
Additionally, the paper examines the challenges faced by retailers during the GST transition, including technological
requirements, compliance complexities, and the burden of regular return filing. The study is descriptive and analytical in nature
and is based on secondary data collected from government publications, journal articles, industry reports, and previous research
studies. The findings reveal that while GST has improved transparency, reduced tax evasion, and simplified the inter-state trade
process, many small retailers continue to struggle with the compliance requirements, digital literacy demands, and increased
operational costs. Based on the analysis, the paper provides suggestions to improve the GST framework for the retail sector and
enhance ease of doing business for small and medium retailers.

Keywords: GST, Goods and Services Tax, Retailers, Tax Reform, Indirect Tax, Compliance, Retail Sector, Input Tax Credit,
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L. INTRODUCTION
The Indian taxation system underwent a landmark transformation with the introduction of the Goods and Services Tax (GST) on
July 1, 2017. GST replaced a plethora of indirect taxes levied by both the Central and State Governments, including Central Excise
Duty, Service Tax, Value Added Tax (VAT), Central Sales Tax (CST), Octroi, and various other local levies. The introduction of
GST marked a paradigm shift in the indirect tax structure of India, replacing the earlier fragmented system with a unified,
comprehensive, and multi-stage consumption tax.
The retail sector in India is one of the largest and most diverse industries in the economy. It encompasses a wide spectrum of
businesses ranging from large multinational chain stores and organized retail formats to small kirana stores, local traders, and
unorganized retailers. The retail industry plays a crucial role in the Indian economy, contributing significantly to employment
generation, GDP, and the overall distribution of goods to consumers. India's retail market is estimated to be one of the top five retail
markets globally, with the unorganized sector constituting a major portion.
Given the magnitude of the retail sector, the implementation of GST has had far-reaching implications for retailers of all sizes. On
one hand, GST has streamlined the supply chain, eliminated multiple checkpoints, and created a seamless national market by
subsisting state-level taxes. On the other hand, the transition to GST required retailers to upgrade their accounting systems, register
on the GST portal, file multiple returns every month, and understand the complex rate structure involving multiple tax slabs (0%,
5%, 12%, 18%, and 28%). Small and medium retailers, who form the backbone of India’s retail landscape, have faced particular
challenges in adapting to the GST regime. Many of these businesses lack the financial resources, technological infrastructure, and
skilled manpower required to comply with the elaborate GST requirements. The new system demands digital literacy, internet
connectivity, and the use of accounting software — factors that remain out of reach for a significant segment of the retail
community. This study seeks to analyze the impact of GST on retailers in India, covering financial effects such as changes in tax
liability, profit margins, and pricing; operational effects such as changes in supply chain management and procurement; and
compliance-related burdens including return filing frequency, input tax credit claims, and technological adaptation requirements.
The study also aims to identify gaps in the current GST framework that need to be addressed to better support the retail sector.
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1. LITERATURE REVIEW
The implementation of GST in India has been a subject of extensive academic and policy discourse. Numerous researchers have
examined its effects on various sectors of the economy, with the retail and small business sectors receiving particular attention.

A. Overview of Pre-GST Tax Structure

Kumar and Sharma (2017) noted that the pre-GST era was characterized by a cascade of taxes, including multiple layers of VAT,
excise, and service tax, leading to double taxation and inflated prices. Retailers often paid taxes on taxes, increasing the final cost to
consumers. The absence of seamless input tax credit (ITC) mechanisms across state borders further complicated the tax compliance
process for businesses engaged in inter-state trade.

B. Impact on Pricing and Profit Margins

According to Singh (2018), GST has significantly altered the pricing dynamics in the retail sector. While the rationalization of tax
rates has led to a reduction in prices for certain goods such as consumer electronics and household items, prices of several daily-use
commodities in the 18% and 28% slabs have witnessed an increase. Retailers in the FMCG and consumer durables sectors have
benefited from reduced cascading effects, while those dealing in textiles and handicrafts have reported increased compliance costs.
Gupta and Verma (2019) found that small retailers experienced pressure on profit margins due to the requirement to charge GST
even on low-value transactions, which previously fell below the VAT threshold. The new composition scheme, while offering relief
to some, has been criticized for restricting inter-state business and input tax credit claims.

C. Compliance Challenges

A study by Agrawal (2020) highlighted that compliance burden has been one of the most significant challenges for retailers under
GST.

The initial requirement to file three monthly returns (GSTR-1, GSTR-2, GSTR-3) and one annual return placed a heavy
administrative load on small businesses. Subsequent simplifications, including the introduction of GSTR-3B as a summary return,
have provided partial relief, but the overall compliance architecture remains complex.

Mishra and Patel (2021) conducted a survey-based study on small retailers in Tier-2 and Tier-3 cities and found that over 60% of
respondents were not fully familiar with the GST filing process. A significant proportion relied on chartered accountants or tax
professionals, adding to their operational costs. The dependency on internet connectivity for filing returns was identified as a barrier
in semi-urban and rural areas.

D. Input Tax Credit Benefits

On the positive side, researchers have acknowledged that the availability of Input Tax Credit (ITC) across the supply chain is a
significant benefit of GST for organized retailers. Rao and Basu (2020) noted that large retailers with multiple vendors are better
positioned to leverage ITC, thereby reducing their effective tax burden. However, small retailers often struggle to claim ITC due to
vendor non-compliance and mismatches in tax invoices.

E. Digital Transformation and Technology Adoption

The GST framework mandates the use of digital tools for invoicing, return filing, and communication with the tax authority. Jain
and Kapoor (2022) studied the technology adoption patterns among retailers and found that while large-format retailers and
organized chains adapted relatively smoothly to the digital requirements, a substantial proportion of small traders faced difficulties
due to lack of digital literacy and access to accounting software. Government initiatives such as free GST software and awareness
campaigns have helped but are not sufficient for comprehensive coverage.

F. Research Gap

Despite the growing body of literature on GST's impact, most studies focus on large corporate entities or specific industries. There is
a need for more granular studies focusing specifically on small and medium-sized retailers, their compliance experiences, financial
impact, and suggestions for policy improvement.

The present study aims to address this gap by providing a comprehensive and focused analysis of the impact of GST on the retail
sector.
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1. OBJECTIVES OF THE STUDY
The objectives of this study are formulated to provide a comprehensive and systematic evaluation of the impact of GST on retailers
in India. These objectives cover financial, operational, and compliance dimensions of the GST regime as experienced by the retail
sector.

A. Primary Objectives

1) To study the overall impact of GST on the retail sector in India: The primary objective is to examine how the introduction of
GST has changed the operating environment for retailers — both in the organized and unorganized segments. This includes
understanding changes in the tax structure, pricing, and business operations since the GST rollout.

2) To analyze the financial impact of GST on retailers: This objective focuses on evaluating how GST has affected the financial
performance of retailers, including changes in tax liability, profit margins, cost of compliance, and cash flow management.
Special attention is given to the effect of multiple tax slabs and the availability of input tax credit on the overall financial health
of retail businesses.

3) To examine the compliance burden faced by retailers under GST: GST requires regular filing of returns, maintenance of digital
records, and reconciliation of invoices. This objective aims to assess the degree of compliance difficulty experienced by
retailers, particularly small and micro-retailers, and how it affects their day-to-day operations.

4) To identify the benefits and challenges of GST for the retail sector: This objective seeks to provide a balanced assessment of
GST, recognizing both its positive contributions — such as reduction in cascading taxes, elimination of inter-state trade
barriers, and enhanced transparency — and the challenges it poses in terms of technology adoption, compliance costs, and
operational disruptions.

B. Secondary Objectives

1) To examine the impact of GST on pricing and consumer behaviour: Prices of goods and services affect consumer purchasing
decisions. This objective studies how GST-induced price changes have altered consumer behavior and how retailers have
adjusted their pricing strategies accordingly.

2) To assess the role of the Composition Scheme for small retailers: The GST Composition Scheme was introduced as a simplified
tax mechanism for small businesses. This objective evaluates how beneficial this scheme has been for small retailers and what
limitations they face under it.

3) To compare the pre-GST and post-GST tax environment for retailers: A comparative analysis of the pre-GST and post-GST
periods helps in understanding the tangible differences in tax structure, compliance requirements, and operational efficiency for
retail businesses.

4) To suggest improvements in GST policy for better support to the retail sector: Based on the analysis, the study aims to
recommend policy measures that can ease the compliance burden, improve the tax framework, and create a more retailer-
friendly GST environment.

V. RESEARCH METHODOLOGY
Research methodology provides the systematic framework through which this study is conducted. It describes the approach, data
sources, and analytical techniques used to address the research objectives.

A. Research Design

The present study is analytical and descriptive in nature. It is descriptive as it systematically explains the nature and extent of GST's
impact on retailers through a review of relevant literature and data. It is analytical because it involves a critical examination of the
GST framework, its provisions, and their implications for the retail sector. The design is appropriate for understanding the multi-
dimensional impact of a tax reform on a specific business segment.

B. Sources of Data
The study is primarily based on secondary data collected from multiple reliable and authenticated sources. Since the impact of GST
on retailers is a policy and financial subject, secondary data provides sufficient depth and breadth for analysis.
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Secondary Data Sources

» Reports and notifications published by the GST Council of India

» Annual reports and bulletins issued by the Ministry of Finance, Government of India

»  Research papers and journal articles on GST and retail sector impacts

» Reports from industry bodies such as CIl, FICCI, ASSOCHAM, and Retailers Association of India
» Data published by the Central Board of Indirect Taxes and Customs (CBIC)

*  News articles, editorials, and business publications covering GST developments

» Academic dissertations and MBA theses on related topics

C. Period of Study

The study covers the period from 2017 to 2024, capturing both the transition period immediately following GST implementation
and the subsequent stabilization phase. This timeframe allows for a comprehensive understanding of both initial teething issues and
longer-term impacts on retailers.

D. Analytical Framework

The following analytical approaches are employed in the study:

1) Comparative Analysis: A comparison of the pre-GST and post-GST tax regimes is undertaken to identify structural changes in
indirect taxation affecting retailers, including changes in tax rates, compliance requirements, and supply chain implications.

2) Thematic Analysis: Key themes emerging from the literature — such as compliance burden, financial impact, pricing changes,
and technology adoption — are systematically analyzed to draw comprehensive conclusions about the impact of GST on
retailers.

3) Descriptive Analysis: Statistical data on GST registrations, return filings, composition scheme enrollments, and revenue
collections are examined descriptively to provide empirical support to the study's observations.

E. Limitations of the Study

»  The study relies exclusively on secondary data, which may not fully capture individual retailer experiences.

» The retail sector is highly heterogeneous; findings may not apply uniformly to all categories of retailers.

»  GST regulations have undergone multiple amendments; some observations may reflect earlier provisions that have since
changed.

* Regional variations in GST compliance and impact have not been analyzed separately.

V. GST STRUCTURE AND ITS RELEVANCE TO THE RETAIL SECTOR
Understanding the GST framework is essential for analyzing its impact on retailers. GST in India is a dual structure, comprising
Central GST (CGST) levied by the Union Government and State GST (SGST) levied by the respective State Governments. For
inter-state transactions, Integrated GST (IGST) is applicable.

A. GST Rate Structure

Goods and services under GST are classified into five tax slabs: 0%, 5%, 12%, 18%, and 28%. Additionally, certain luxury and
demerit goods attract a Compensation Cess over and above the 28% slab. The rate applicable to specific goods is determined by the
HSN (Harmonized System of Nomenclature) code assigned to the product. The table below illustrates the rate structure with
examples relevant to the retail sector:

0% Essential commodities Fresh vegetables, fruits, milk, bread

5% Basic necessities Edible oil, sugar, tea, coffee, coal

12% Standard goods Processed food, frozen meat, butter, packed dry
fruits
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18% Standard goods (higher) Shampoo, toothpaste, cosmetics, electronics

28% Luxury / demerit goods Air conditioners, premium consumer durables

B. GST Registration and Threshold

Under GST, businesses with an annual turnover exceeding Rs. 40 lakhs (Rs. 20 lakhs for service providers and Rs. 10 lakhs for
special category states) are mandatorily required to register. This threshold is significant for the retail sector, as a large proportion of
small retailers fall below this limit. However, voluntary registration is permitted, and many small retailers choose to register to avail
the benefits of Input Tax Credit.

C. The Composition Scheme

The Composition Scheme is a simplified tax mechanism available to registered taxpayers with an annual turnover up to Rs. 1.5
crore (for goods). Under this scheme, retailers pay tax at a fixed percentage of their turnover (1% for traders) and are relieved from
the burden of filing detailed monthly returns. However, composition dealers cannot collect tax from customers, cannot avail Input
Tax Credit, and cannot undertake inter-state supply of goods. This scheme has been widely adopted by small retailers but has
inherent limitations in its scope.

D. Input Tax Credit (ITC) Mechanism

One of the most significant features of GST for retailers is the Input Tax Credit mechanism. Under ITC, registered taxpayers can
offset the GST paid on their purchases (inputs) against the GST liability on their sales (outputs), thereby eliminating the cascading
effect of taxes. For organized retailers who purchase from GST-registered suppliers, ITC provides a meaningful reduction in the
effective tax burden. However, the ITC benefit is available only when the supplier has filed returns and the tax has been remitted to
the government, creating a dependency between the buyer and seller in the supply chain.

VI. IMPACT OF GST ON RETAILERS — A DETAILED ANALYSIS

A. Financial Impact

1) Changes in Tax Liability: For many retailers, the shift from VAT (typically 4-14.5%) to GST (5-28% on different categories)
has resulted in varying changes in tax liability depending on the nature of goods traded. Retailers dealing in goods now falling
under the 12% or 18% slab have experienced an increase in tax rates compared to the earlier VAT regime. Conversely, retailers
of certain goods such as consumer electronics have benefited from reduced effective tax rates due to the removal of the
cascading effect.

2) Impact on Profit Margins: The impact of GST on profit margins has been mixed. Large organized retailers with robust
accounting systems have been able to leverage Input Tax Credit effectively, improving their cost efficiency and potentially
enhancing margins. Small and unorganized retailers, on the other hand, have witnessed margin compression due to increased
compliance costs, inability to fully utilize ITC (owing to unregistered suppliers), and the cost of upgrading technology systems.

3) Cash Flow Implications: GST requires tax payment on a monthly basis upon invoicing rather than upon actual receipt of
payment. This has created cash flow challenges for retailers, particularly those offering credit to customers. The requirement to
remit GST before realizing payment from customers can create a working capital gap, especially for retailers with long credit
cycles in B2B transactions.

B. Operational Impact

1) Supply Chain and Procurement Changes: One of the major benefits of GST for retailers is the simplification of inter-state
logistics. The removal of entry taxes, Octroi, and state-border checkpoints has facilitated smoother movement of goods across
states. Transit times have reduced, warehousing strategies have been restructured, and supply chains have become more
efficient. Large retailers have consolidated their warehouses to optimize GST benefits. However, the requirement to source
from GST-registered suppliers has led some small retailers to shift away from unorganized suppliers, disrupting traditional
procurement networks.

©IJRASET: All Rights are Reserved | SJ Impact Factor 7.538 | ISRA Journal Impact Factor 7.894 | 1599




International Journal for Research in Applied Science & Engineering Technology (IJRASET)
ISSN: 2321-9653; IC Value: 45.98; SJ Impact Factor: 7.538
Volume 14 Issue V May 2026- Available at www.ijraset.com

2) Inventory and Pricing: The transition period of GST implementation created significant inventory-related challenges for
retailers. Goods purchased under the pre-GST regime and held in stock at the time of GST rollout needed to be valued and
transitioned into the new system. Retailers had to reassess their pricing strategies to reflect the new tax structure, causing
temporary pricing uncertainty and consumer confusion. Long-term pricing adjustments have stabilized, but the initial period
was marked by operational disruption.

C. Compliance Impact

1) Return Filing Obligations: One of the most significant operational changes brought by GST is the return filing obligation.
Retailers are required to file GSTR-1 (outward supply details) monthly or quarterly, GSTR-3B (summary return with tax
payment) monthly, and GSTR-9 (annual return) annually. This represents a substantial increase in compliance activity
compared to the earlier VAT and service tax regimes. Small retailers who were previously not required to file complex returns
have found the new compliance framework challenging and resource-intensive.

2) Technology and Digital Literacy Requirements: GST filing mandates internet access, a GSTIN (GST Identification Number),
digital invoicing, and the use of the GST portal or approved software. For tech-savvy organized retailers, this has not posed a
significant challenge. However, a large proportion of small and micro-retailers — particularly in semi-urban and rural areas —
lack the requisite digital literacy and infrastructure. This has driven them to rely on chartered accountants and GST
practitioners, increasing their compliance-related expenditure.

3) Invoice Matching and Reconciliation: GST requires the matching of purchase invoices with the GSTR-1 filings of suppliers to
validate ITC claims. This invoice reconciliation process is time-consuming and prone to mismatches, especially when suppliers
fail to file returns on time or file incorrect returns. For retailers with a large number of vendors, this reconciliation exercise can
be a significant operational burden, requiring dedicated accounting resources.

D. Benefits of GST for Retailers

Despite the challenges, GST has delivered tangible benefits to the retail sector:

1) Elimination of cascading taxes has reduced the overall effective tax rate on many goods, benefiting both retailers and
consumers.

2) The seamless flow of Input Tax Credit across the supply chain has lowered the effective cost of inputs for registered retailers.

3) Removal of inter-state trade barriers and the creation of a unified national market have opened new market opportunities for
retailers.

4) Digitalization of tax compliance has encouraged greater formalization of the retail sector, improving transparency and
accountability.

5) The Composition Scheme has provided a simplified compliance pathway for small retailers with turnover below the threshold.

6) The QRMP (Quarterly Return Monthly Payment) scheme introduced in 2021 has further eased the compliance burden for small
taxpayers.

E. Challenges of GST for Retailers

1) High compliance burden with multiple return filings and reconciliation requirements.

2) Dependency on suppliers for timely filing to avail Input Tax Credit creates financial risk.

3) Technology adoption requirements are a barrier for small and unorganized retailers.

4) Multiple tax slabs create confusion and require careful product classification.

5) The anti-profiteering provisions have created uncertainty for retailers in pricing decisions.

6) Small retailers under the Composition Scheme cannot engage in inter-state trade, limiting business growth.

7) GST on certain goods such as textiles, footwear, and packaged food has increased prices, impacting consumer demand for these
categories.

VII. COMPARATIVE ANALYSIS — PRE-GST VS. POST-GST
The following table presents a comparison of key aspects of the tax and compliance environment for retailers before and after the
introduction of GST:
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Cascading Effect
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Pre-GST Regime

Multiple taxes (VAT, CST, Excise,
Service Tax, Octroi)

Present — tax on tax at multiple
stages

Complex — multiple forms, entry
taxes, checkpoints

Quarterly/Annual VAT returns
(state-wise)

Limited, restricted to within-state
purchases

State-wise, each state separately

Varying state-wise (4—14.5% VAT)

Minimal — paper-based returns

Post-GST Regime

Unified GST (CGST + SGST/IGST)

Eliminated through seamless ITC

Simplified — single IGST, no
checkpoints

Monthly GSTR-1, GSTR-3B + Annual
GSTR-9

Comprehensive, across states and supply
chain

Single national registration (PAN-based
GSTIN)

Uniform rates: 0%, 5%, 12%, 18%, 28%

Mandatory — online portal, digital

invoices

Small Retailer Option Composition (state-level, limited) Composition Scheme (national, turnover p

to 1.5 Cr)
Transparency Lower — multiple agencies, paper Higher — digital trail, invoice matching
records
VIIl.  FINDINGS

Based on the detailed analysis of the impact of GST on retailers in India, the following key findings are presented:

A. Mixed Financial Impact

The financial impact of GST on retailers has been mixed. While large and organized retailers have benefited from the availability of
Input Tax Credit and simplified inter-state logistics, small and unorganized retailers have faced margin pressures due to higher
compliance costs, inability to fully utilize ITC, and the cost of mandatory technology adoption. The net financial impact is therefore
dependent on the size, scale, and nature of the retail business.

B. Significant Compliance Burden

The compliance burden under GST is significantly higher compared to the pre-GST regime, particularly for small retailers. The
requirement for monthly return filing, digital invoicing, invoice reconciliation, and annual returns has increased administrative work
and compliance-related costs. Many small retailers are dependent on external professionals for compliance support, which adds to
their operating expenses.

C. Technology as a Barrier for Small Retailers

Digital literacy and technology adoption have emerged as critical barriers for small retailers in complying with GST requirements. A
substantial proportion of small and micro-retailers, especially in Tier-2, Tier-3 cities and rural areas, lack internet access and
familiarity with online filing systems. This digital divide has resulted in delayed compliance, penalties, and business disruptions for
a segment of the retail community.
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D. Supply Chain Benefits Realized

One of the most widely acknowledged benefits of GST for retailers is the improvement in supply chain efficiency. The elimination
of inter-state trade barriers, the removal of entry taxes and Octroi, and the restructuring of warehouse networks to optimize GST
benefits have resulted in faster and more cost-efficient movement of goods. These operational improvements have been particularly
significant for retailers with pan-India distribution networks.

E. Pricing Rationalization with Category Variances

GST has led to pricing rationalization in several categories, with reduced prices observed for consumer electronics, household
appliances, and certain processed food items. However, prices of some daily-use commodities, packaged goods, and services such
as eating out have increased due to higher GST rates compared to the earlier applicable taxes. This has created a varied consumer
response, with benefits in some categories offset by price increases in others.

F. Composition Scheme — Partial Relief for Small Retailers

The Composition Scheme has provided a degree of relief to small retailers by simplifying their compliance requirements to a flat tax
rate and quarterly return filing. However, the restriction on inter-state trade and ITC claims under the scheme limits its appeal and
utility, particularly for retailers with growth aspirations or those dealing in products with a pan-India demand.

G. Increased Formalization of the Retail Sector

GST has accelerated the formalization of the retail sector. The mandatory registration of businesses above the threshold, digital
record-keeping requirements, and the supply chain incentive for sourcing from registered vendors have pushed many previously
unregistered businesses into the formal economy. While this has short-term compliance challenges, it has long-term benefits for the
sector in terms of access to credit, government schemes, and business credibility.

Key Observations Summary

» Large and organized retailers have benefited more from GST compared to small retailers.

»  Compliance burden remains a significant challenge, especially for micro and small retailers.

»  Technology requirements and digital literacy are barriers to full GST compliance in the unorganized sector.

»  Supply chain efficiency has improved nationally due to removal of inter-state barriers.

»  The Composition Scheme helps but has limitations for growth-oriented small retailers.

»  The retail sector is progressively formalizing under the GST framework.

»  Pricing effects are category-specific — some categories have benefited, others have seen price increases.

IX. SUGGESTIONS
Based on the findings of the study, the following suggestions are offered to improve the GST framework and its implementation for
the benefit of the retail sector, particularly small and medium-sized retailers:

A. Simplification of Compliance Procedures

The GST Council should continue to simplify the return filing process, reducing the frequency and complexity of returns for small
retailers. The existing QRMP scheme is a step in the right direction, but further simplification — including a single annual return
option for the smallest retailers — should be considered. The invoice reconciliation process should be automated to the extent
possible to reduce the manual burden on retailers.

B. Enhanced Support for Digital Literacy and Technology Adoption

The government should expand digital literacy programs targeting small and micro-retailers, particularly in semi-urban and rural
areas. Subsidized or free accounting and GST compliance software should be made available to small retailers. GST Suvidha
Providers (GSPs) and Application Service Providers (ASPs) should be mandated to offer affordable services to businesses below a
certain turnover threshold.

C. Rationalization of Tax Rates
The multi-slab GST rate structure — while rational in its intent — creates confusion and classification disputes, particularly for
retailers dealing in multiple product categories.
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A phased rationalization of rates into fewer slabs (e.g., 0%, 8%, 18%, and 28%) would simplify compliance, reduce errors, and
make the tax structure more comprehensible for small businesses. Essential goods and daily necessities should remain in the lowest
or nil category to protect consumers and small retailers from inflationary impact.

D. Strengthening the Composition Scheme

The Composition Scheme should be expanded to permit limited inter-state transactions for small retailers. The turnover threshold
should be periodically reviewed and revised upward in line with inflation and business growth. Additionally, composition dealers
should be provided some mechanism to pass on or offset input taxes, improving their competitiveness vis-a-vis regular GST-
registered retailers.

E. Addressing the ITC Matching Problem

The government should implement automated and real-time ITC reconciliation systems to reduce the dependency of buyers on
supplier compliance. Retailers should not lose ITC on account of supplier non-compliance that is beyond their control. A
government-held escrow mechanism or provisional ITC credit pending supplier reconciliation could be explored to address this
structural challenge.

F. Sector-Specific GST Support for Retailers

The government should establish dedicated GST help desks and facilitation centers for retailers in collaboration with trade
associations and local bodies. Regular outreach programs, helpline services, and grievance redressal mechanisms specifically for the
retail sector would help smaller businesses navigate compliance challenges more effectively.

G. Periodic Review and Stakeholder Consultation

The GST Council should establish a formal mechanism for periodic consultation with retail sector stakeholders, including small
traders, trade associations, and consumer organizations. Feedback from the retail sector should be systematically incorporated into
GST policy reviews to ensure that the tax framework evolves in a manner that supports rather than burdens this vital sector of the
economy.

X. CONCLUSION
The introduction of GST in India represents one of the most transformative tax reforms in the country's fiscal history. For the retail
sector, which spans millions of businesses ranging from large organized chains to small neighborhood kirana stores, the transition to
GST has had significant and multifaceted implications.
This study has examined the impact of GST on retailers across financial, operational, and compliance dimensions. The findings
reveal that while GST has delivered meaningful structural benefits — including the elimination of cascading taxes, the creation of a
seamless national market, improved supply chain efficiency, and the formalization of trade — these benefits have not been
uniformly distributed across the retail sector.
Large and organized retailers, equipped with technology, skilled accounting teams, and the financial capacity to comply with the
new system, have been able to leverage the advantages of GST more effectively. For them, the availability of Input Tax Credit,
reduced logistics costs, and improved supply chain management have positively impacted their financial performance.
In contrast, small and micro-retailers — who constitute the majority of the retail workforce in India — continue to face significant
challenges. The compliance burden of monthly return filing, digital record-keeping, invoice reconciliation, and technology adoption
imposes costs and operational demands that are disproportionate to their business scale. The digital divide, inadequate awareness,
and dependence on chartered accountants for compliance have added to the cost of doing business for small retailers.
The Composition Scheme, while a welcome relief for eligible small businesses, falls short of fully addressing the needs of growth-
oriented small retailers due to its restrictions on inter-state trade and Input Tax Credit. Further reforms are needed to make the GST
framework more accessible, equitable, and supportive of the diverse retail ecosystem.
The path forward requires a collaborative effort between the GST Council, tax administration, trade associations, and the retail
community. By simplifying compliance procedures, rationalizing the rate structure, expanding digital support, and strengthening the
Composition Scheme, the government can ensure that GST becomes a truly transformative instrument for the retail sector — one
that supports formalization, promotes competitiveness, and enables sustainable growth for retailers of all sizes.
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In conclusion, GST has laid a strong foundation for a modern, transparent, and unified tax system in India. For the retail sector to
fully benefit from this reform, sustained policy attention, practical simplifications, and continued stakeholder engagement are
essential. With the right reforms, GST can become a powerful enabler of growth and efficiency for India's vibrant and diverse retail
sector.
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