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Abstract: 

The implementation of the Goods and Services Tax (GST) in India on July 1, 2017, signified 

a significant transformation in the nation's taxation system, aimed at streamlining indirect taxes 

and establishing a cohesive market. The retail industry, a crucial component of the Indian 

economy, has been significantly affected by this transition. The retail sector in Uttar Pradesh, 

comprising both organised and unorganised retail enterprises, offers a distinctive framework 

for examining the impact of GST on operational efficiency. This study examines the impact of 

GST implementation on the operational efficiency of retailers in Uttar Pradesh, concentrating 

on cost structures, compliance, business operations, and tax-related issues encountered by 

merchants.  

A mixed-method approach was employed to collect data from 150 retail enterprises categorised 

as small, medium, and big through structured questionnaires and comprehensive interviews. 

The findings indicate that GST has resulted in substantial operational modifications for 

retailers. Major retailers have gained advantages from diminished tax cascading, streamlined 

procurement procedures, and improved cash flow attributable to the input tax credit scheme. 

They have also achieved better operational efficiency through optimised tax filing, refined 

inventory management, and enhanced supply chain integration. Conversely, smaller shops 

have faced difficulties with the new tax regime owing to the challenges of completing returns, 

maintaining records, and comprehending the intricacies of GST. This has led to heightened 

operational expenses associated with expert support, regulatory compliance, and technological 

implementation. 

Notwithstanding the difficulties encountered by small merchants, the study revealed that the 

GST system has resulted in a comprehensive decrease of the tax burden, abolishing the prior 

multi-tiered tax frameworks that frequently caused inefficiencies. The findings indicate that 

larger stores have more efficiently utilised the advantages of GST, whilst smaller businesses, 

especially in rural regions, continue to struggle with the shift due to inadequate digital 

infrastructure and lower digital literacy levels.  

The study continues by advocating for specific governmental initiatives to improve the 

operational efficiency of smaller shops. This encompasses providing specialised training 

programs on GST compliance, streamlining the filing procedure, and enhancing digital 

infrastructure in remote regions to assist small retailers in fully assimilating into the GST 

framework. The analysis underscores the potential and challenges posed by GST for the retail 

sector in Uttar Pradesh, providing insights on optimising GST implementation to guarantee 

equitable advantages for businesses of all sizes. 
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1. Introduction 

The Goods and Services Tax (GST) signifies a pivotal alteration in India's tax framework since 

the nation's independence. Implemented on July 1, 2017, GST amalgamated various indirect 

taxes—including VAT, excise duty, and service tax—into a singular, cohesive tax framework. 

This transition sought to streamline the taxing system, improve transparency, and establish a 

unified national market. GST aimed to rectify the inefficiencies inherent in the former tax 

system, which was frequently marked by cascading taxes and convoluted compliance 

requirements.  

The retail industry, a crucial contributor to India's GDP and jobs, plays an essential role in the 

economy. The retail sector in Uttar Pradesh, characterised by its urban and rural regions, 

provides a distinctive context for analysing the influence of GST on operational efficiency. The 

retail sector in Uttar Pradesh has substantial organised retail chains alongside a considerable 

presence of small and unorganised businesses. These enterprises differ in scale, digital 

proficiency, and ability to navigate the intricacies of the new tax structure. 

The implementation of GST has fundamentally transformed the operational management of 

retailers in Uttar Pradesh. For large merchants, GST has optimised the supply chain, diminished 

tax obligations, and enhanced operational efficiency through the simplified process of 

collecting input tax credits. Nonetheless, smaller retailers, especially in rural regions, have 

encountered numerous problems. This encompasses challenges with tax compliance, the 

necessity for enhanced digital infrastructure, and the intricacies of submitting GST returns. 

Although many issues have been alleviated by government programs like GST awareness 

campaigns and digital payment incentives, small businesses still contend with the 

administrative load imposed by the new system. 

The primary aim of this study is to assess the impact of GST implementation on the operational 

efficiency of retailers in Uttar Pradesh. The study specifically attempts to evaluate the influence 

of GST on operational facets including cost structures, compliance protocols, inventory 

management, and overall business performance. The study aims to comprehend the divergent 

experiences of large and small merchants in adjusting to the new tax system and to determine 

the elements influencing their operational success or obstacles following the GST 

implementation.  

This study examines the impact of GST implementation in Uttar Pradesh, offering significant 

insights into the wider ramifications of GST for India's retail industry. It provides ideas for 

policymakers to improve the operational efficiency of retailers, especially small and 

unorganised ones, enabling them to fully leverage the advantages of the GST structure. 

Considering the retail sector's pivotal position in Uttar Pradesh's economic framework, the 

study's conclusions will be pertinent not only to entrepreneurs and policymakers but also to 

scholars and researchers examining the wider implications of GST on India's economy. 

 

2. Literature Review 

The Goods and Services Tax (GST) was implemented in India to reform the taxation system 

into a streamlined, transparent, and cohesive structure. The retail industry, a significant 

contributor to the Indian economy, is immediately impacted by this transition. The current 

research on GST and its impact on the retail sector offers significant insights into the 

advantages and obstacles encountered by firms, especially retailers, following the enactment 

of this tax reform. This section examines significant research and academic literature pertinent 

to the subject, concentrating on the effects of GST on the retail industry, particularly regarding 
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operational efficiency, cost structures, compliance difficulties, and the disparities between 

small and large merchants. 

2.1. GST and the Indian Retail Sector 

The implementation of GST in India was a significant milestone intended to provide a cohesive 

tax framework by integrating many indirect taxes, including VAT, excise duty, and service tax. 

Jain and Goyal (2017) assert that GST aims to eradicate tax cascading, when tax is levied on 

tax, and to enhance the convenience of conducting business by establishing a unified market. 

Literature indicates that the installation of GST has significantly influenced the operational 

efficiency of retailers, particularly regarding tax compliance and cost structure.  

For large-scale organised retailers, GST has streamlined supply chain processes. Research 

demonstrates that GST has diminished tax multiplicity and facilitated more efficient interstate 

goods movement (Rathore & Khandelwal, 2019). Agarwal (2018) asserts that large retailers 

have profited from uninterrupted input tax credits, leading to cost reductions and enhanced cash 

flow. Moreover, GST has enhanced inventory management by enabling enterprises to diminish 

their dependence on storing items to circumvent inter-state taxes (Singh & Verma, 2020). 

Nonetheless, despite these advantages for large merchants, the installation of GST has 

presented difficulties for smaller businesses. Numerous studies have emphasised the 

compliance challenges encountered by small shops owing to their restricted ability to navigate 

intricate tax filing processes and preserve comprehensive records (Kumar et al., 2018). Patel 

and Thakkar (2020) observed that small and medium-sized firms (SMEs) frequently lack the 

financial resources necessary to invest in training and technology required for effective 

navigation of the GST system. This difficulty has resulted in heightened operational expenses 

for small retailers, particularly for those unacquainted with digital tax filing systems or those 

situated in rural regions with restricted access to essential infrastructure. 

2.2. Operational Efficiency Post-GST Implementation 

Operational efficiency in the retail sector denotes a business's capacity to enhance profitability 

by reducing expenses and streamlining internal operations. Numerous academics have 

investigated the impact of GST on different facets of operational efficiency in retail. Reddy 

and Mehta (2019) highlighted that the simplification of the tax structure by GST has enabled 

large merchants to consolidate their supply chain operations and enhance procurement 

methods. The survey indicated that GST has allowed merchants to concentrate on strategic 

endeavours, such as enhancing customer interactions and broadening their market reach, 

instead of handling intricate tax compliance responsibilities.  

Nonetheless, the advantages of GST in improving operational efficiency are not uniformly 

experienced. Suresh (2019) asserts that major retailers have successfully implemented effective 

business practices owing to their access to superior technology and tax experts, whereas small 

shops have encountered challenges in adapting to the revised tax framework. Small merchants 

frequently lack familiarity with the tax system, and in the absence of tax advisers or advanced 

software, they encounter difficulties with the intricacies of tax filings and compliance. This has 

resulted in heightened overhead expenses and delays in tax remittance, thus impairing their 

operating effectiveness. 

2.3. Cost Structures and Tax Compliance Challenges 

The literature indicates that the installation of GST has influenced the cost structures of retail 

firms, however in varying manners for large and small merchants. For large retailers, the 

capacity to assert input tax credit has been a considerable benefit in diminishing their total tax 

obligation. This is especially advantageous for enterprises engaged in significant procurement 

operations, notably within the FMCG (Fast-Moving Consumer Goods) industry (Agarwal, 

2018). Major retailers have successfully transferred cost reductions from diminished tax 



IJFANS INTERNATIONAL JOURNAL OF FOOD AND NUTRITIONAL SCIENCES 

ISSN PRINT 2319 1775 Online 2320 7876 

Research paper © 2012 IJFANS. All Rights Reserved, UGC CARE Listed ( Group -I) Journal Volume 11, Iss 12, 2022 

 
  

                                                                                                                                                    2023221 

   
    
 

obligations to consumers, so augmenting their competitive advantage in the marketplace.  

Conversely, small retailers have encountered difficulties in comprehending and adhering to the 

new tax regulations. Suri and Sharma (2020) observe that numerous small retail enterprises in 

India lack adequate accounting systems, hindering their ability to maintain records necessary 

for GST registration. Compliance concerns frequently result in supplementary expenses 

associated with employing professionals for tax preparation and other administrative tasks. 

Prakash (2019) discovered that small merchants encounter challenges in comprehending input 

tax credits, hence restricting their capacity to offset taxes paid on inputs with taxes earned on 

sales. The operational effectiveness of smaller merchants has been adversely affected by 

increased compliance expenses and the threat of penalties for non-compliance. 

 

3. Research Methodology 

This study used a mixed-methods research methodology, integrating qualitative and 

quantitative methodologies to examine the effects of Goods and Services Tax (GST) adoption 

on the operational efficiency of retailers in Uttar Pradesh. The key objective of this 

methodology is to deliver a thorough analysis of the alterations in business operations 

following GST implementation and to comprehend the numerous obstacles and advantages 

encountered by retailers of differing scales. The study employs a mixed-methods approach to 

offer a comprehensive perspective on the topic area. 

3.1. Research Design 

The study utilises a descriptive research design, frequently employed to delineate the 

characteristics of a phenomenon or the interrelationship between variables in practical contexts. 

The research is predominantly exploratory, seeking to comprehend the impact of the GST 

regime on merchants' operational efficiency and the reasons that have influenced these 

alterations.  

This study technique facilitates a thorough analysis of the multifaceted impacts of GST, 

emphasising operational efficiency, which encompasses cost reduction, compliance, inventory 

management, and supply chain efficiency. 

3.2. Population and Sample 

The target population of this study comprises retail enterprises situated in Uttar Pradesh, one 

of India's largest states, characterised by a highly diverse retail market. The population 

comprises both large, structured retail establishments (supermarkets, malls, and chains) and 

small, unstructured retailers (local shops, kirana stores, etc.).  

The sample was obtained by stratified random sampling to guarantee representative insights. 

The sample consists of: 

• 80 small retailers: Shops with annual turnover below ₹1 crore, operating primarily in rural 

and semi-urban areas. 

• 50 medium-sized retailers: Shops with an annual turnover between ₹1 crore and ₹10 crore, 

primarily operating in urban and semi-urban areas. 

• 20 large retailers: Organized retail chains, with a turnover of over ₹10 crore, operating in 

major cities. 

The sample size of 150 businesses provides a balanced representation of diverse retail kinds in 

Uttar Pradesh, ensuring that the study results are thorough and relevant to various business 

scales. 

3.3. Data Collection Methods 

Data for this study were collected using a combination of primary and secondary data sources. 

Primary Data Collection: 
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1. Survey Method: A standardised questionnaire was developed to gather quantitative data 

from the chosen merchants. The questionnaire comprised parts addressing operational 

efficiency, cost structure, GST compliance, encountered problems, and the perceived 

influence of GST on business performance. The questionnaire employed both closed-ended 

(Likert scale) and open-ended questions, facilitating comprehensive responses while still 

permitting straightforward data analysis. 

Retailers were asked about their experiences with the following aspects: 

o Changes in tax-related costs 

o Ease of filing GST returns 

o Ability to claim input tax credits 

o Effect on inventory management and supply chain efficiency 

o Operational challenges faced post-GST 

2. Interviews: In-depth interviews were conducted with business owners and senior managers 

from 20 of the 150 retailers (10 small, 6 medium, and 4 large retailers). These interviews 

aimed to gather qualitative insights into the personal experiences, challenges, and successes 

of retailers with GST implementation. The interviews focused on topics such as: 

o The retailer’s understanding of GST and its implementation 

o Specific compliance issues and obstacles 

o How operational efficiency has been affected by GST 

o Suggestions for improvement and further support 

Secondary Data Collection: 

Alongside primary data, secondary data were obtained from governmental reports, GST-related 

publications, and prior academic research to furnish a comprehensive context and background 

for the investigation. The secondary data facilitated the establishment of the study's theoretical 

framework and enhanced comprehension of overarching trends in the retail industry. 

3.4. Data Analysis Techniques 

Given the mixed-methods approach, both qualitative and quantitative data analysis techniques 

were employed. 

Quantitative Analysis: 

The survey responses were examined by descriptive statistical methods, encompassing 

measures of central tendency (mean, median) and frequency distributions, to encapsulate the 

data and derive insights on the influence of GST on the operational efficiency of retailers in 

Uttar Pradesh. The following statistical tests and techniques were applied: 

• Regression Analysis: This was used to identify the relationships between GST 

implementation and various operational efficiency metrics such as cost reduction, 

compliance ease, and supply chain management. 

• T- test: Cross-tabulation was used to compare the responses from different categories of 

retailers (small, medium, and large) and identify variations in GST's impact based on 

retailer size. 

• Chi-square test: This was used to determine if there is any statistically significant 

difference in operational efficiency before and after GST implementation among different 

types of retailers. 

 

4. Data Analysis and Results 

This section delineates the results from the data analysis regarding the influence of Goods and 

Services Tax (GST) on the operational efficiency of retailers in Uttar Pradesh.  The 

investigation examines the correlation between GST installation and several operational 
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characteristics, such as cost structure, compliance efficiency, and overall operational 

performance.  The data were examined via SPSS for quantitative analysis.  

4.1. Testing of Hypotheses 

Based on the literature review and research objectives, the following hypotheses were 

formulated: 

• Hypothesis 1 (H1): The implementation of GST has a significant positive impact on the 

operational efficiency of large retailers in Uttar Pradesh. 

• Hypothesis 2 (H2): There is a significant relationship between retailer size and perceived 

benefits of GST. Retailers of different sizes (small, medium, and large) perceive the impact 

of GST differently. 

• Hypothesis 3 (H3): There is a significant difference in the operational efficiency of small 

and large retailers before and after the implementation of GST. 

4.2. Data Analysis Method 

The quantitative data were analyzed using SPSS which allowed for the application of several 

statistical techniques to test the hypotheses. The analysis included: 

• Descriptive statistics to summarize the data. 

• Regression analysis to examine the relationship between GST implementation and 

operational efficiency. 

• Chi-square tests for categorical variables, such as retailer size and perceived benefits or 

challenges with GST. 

• Paired t-tests to compare operational efficiency before and after the GST implementation. 

 

4.3. Descriptive Statistics 

Descriptive statistics were used to summarize the characteristics of the sample. The following 

are key statistics: 

Table: Descriptive statistics 

Variable Mean 
Standard 

Deviation 
Minimum Maximum 

GST Impact on Cost Structure (1-5 scale) 3.8 1.2 1 5 

GST Impact on Compliance (1-5 scale) 4.0 1.0 1 5 

Operational Efficiency of Large Retailers 4.3 0.8 3 5 

Operational Efficiency of Small Retailers 2.9 1.3 1 5 

Input Tax Credit Utilization (1-5 scale) 4.5 0.7 3 5 

 

Interpretation 

The table above presents the average values for several facets of GST's influence on operational 

efficiency. For instance, large retailers exhibit a superior mean score in operational efficiency 

(4.3), suggesting that GST has favourably impacted their corporate operations. In contrast, 

small merchants indicate lower average scores (2.9), highlighting the difficulties they 

encounter as a result of GST. 

 

Hypothesis 1 (H1): The implementation of GST has a significant positive impact on the 

operational efficiency of large retailers in Uttar Pradesh. 

 

4.4. Regression Analysis 
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A regression study was performed to examine the correlation between GST implementation 

and operational efficiency. The dependent variable was Operational Efficiency, whilst the 

independent variables comprised GST Impact on Cost Structure, GST Compliance Efficiency, 

and Input Tax Credit Utilisation. 

 

Model: 

Operational Efficiency=β0+β1(GST Impact on Cost Structure)+β2(GST Compliance Efficien

cy)+β3(ITC Utilization)  

SPSS Output for Regression Analysis: 

Variable B Std. Error Beta t p-value 

Constant 2.76 0.45  6.13 0.000 

GST Impact on Cost Structure 0.33 0.11 0.32 3.00 0.004 

GST Compliance Efficiency 0.42 0.09 0.40 4.67 0.000 

Input Tax Credit Utilization 0.45 0.08 0.50 5.62 0.000 

 

• R-Squared: 0.72 

• F-Statistic: 41.55 

• p-value: 0.000 

 

Interpretation: 

• All independent variables significantly contribute to explaining the variance in operational 

efficiency. 

• The p-values for all variables are less than 0.05, indicating that these relationships are 

statistically significant. 

• GST Impact on Cost Structure, GST Compliance Efficiency, and Input Tax Credit 

Utilization all have positive coefficients, implying that as these factors increase, operational 

efficiency improves. 

• The R-squared value of 0.72 suggests that the model explains 72% of the variation in 

operational efficiency, which is a strong fit for the data. 

 

Hypothesis 2 (H2): There is a significant relationship between retailer size and perceived 

benefits of GST. Retailers of different sizes (small, medium, and large) perceive the impact of 

GST differently. 

 

4.5. Chi-Square Test for Retailer Size and Perceived Benefits of GST 

A chi-square test was performed to determine if there was a significant association between 

retailer size and perceived benefits of GST. The table below shows the observed and expected 

frequencies for retailers' perceptions on GST’s impact: 

 

Retailer Size Positive Impact Neutral Impact Negative Impact Total 

Small Retailers 15 45 20 80 

Medium Retailers 30 15 5 50 

Large Retailers 15 5 0 20 

Total 60 65 25 150 
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SPSS Output for Chi-Square Test: 

Variable Chi-Square Value df p-value 

Retailer Size and GST Impact 18.45 4 0.001 

 

Interpretation: 

A chi-square score of 18.45 with a p-value of 0.001 signifies a statistically significant 

correlation between store size and the perceived impact of GST. Major stores are more inclined 

to view GST as advantageous, whereas smaller retailers tend to indicate a negative or neutral 

effect. 
 

Hypothesis 3 (H3): There is a significant difference in the operational efficiency of small and 

large retailers before and after the implementation of GST. 

 

4.6. Paired t-Test for Operational Efficiency Before and After GST 

A paired t-test was conducted to determine if there was a significant difference in operational 

efficiency before and after GST implementation for small and large retailers. 
 

SPSS Output for Paired t-Test: 

Group Mean Before GST Mean After GST t-Value p-value 

Small Retailers 2.5 2.9 -3.12 0.002 

Large Retailers 3.8 4.3 4.56 0.000 

 

Interpretation: 

• Small Retailers: The t-value of -3.12 with a p-value of 0.002 indicates a significant 

difference in operational efficiency before and after GST, with a decrease in efficiency 

post-GST. 

• Large Retailers: The t-value of 4.56 with a p-value of 0.000 indicates a significant 

improvement in operational efficiency after the implementation of GST, supporting the 

hypothesis that large retailers benefit from the GST system. 

 

4.7. Summary of Results 

• The regression analysis confirmed that GST has a positive impact on the operational 

efficiency of large retailers, particularly through cost reductions, streamlined compliance, 

and effective use of input tax credit. 

• The chi-square test revealed that large retailers perceive GST as more beneficial compared 

to small retailers, which face challenges related to compliance and digital infrastructure. 

• The paired t-test demonstrated that while large retailers saw a significant improvement in 

operational efficiency post-GST, small retailers experienced a decline. 

 

5. Discussion 

This section analyses the results from the preceding section, correlating them with the available 

literature and deriving significant insights concerning the influence of Goods and Services Tax 

(GST) on the operational efficiency of retailers in Uttar Pradesh. The findings indicate that the 

implementation of GST has produced markedly disparate effects on large and small businesses, 

with large merchants typically reaping benefits from the tax regime, but small retailers 

encounter considerable difficulties. 
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5.1. Impact of GST on Operational Efficiency 

The findings from the regression analysis, paired t-tests, and chi-square test underscore the 

significant disparity in operational efficiency between large and small retailers attributable to 

GST implementation. The study revealed a substantial positive effect for major shops, whereas 

small merchants experienced a decline in operational efficiency following the implementation 

of GST. 

• Large Retailers: The regression analysis and paired t-test demonstrate a considerable 

enhancement in operational efficiency following the implementation of GST, attributed to 

reasons including less tax cascading, streamlined tax filing, and the capacity to reclaim 

input tax credits. These advantages have enabled large merchants to enhance their cash 

flow, streamline supply chains, and decrease operational expenses. This aligns with 

findings from prior studies by Agarwal (2018) and Singh & Verma (2020), which indicated 

that large enterprises typically get advantages from GST via enhanced inventory 

management and cost reductions. The findings highlight that GST has improved the 

operational efficiency of large retailers by simplifying business processes and diminishing 

the intricacies of indirect taxes. 

• Small Retailers: The study revealed that small merchants experienced a notable decrease 

in operational efficiency following the implementation of GST. This outcome corresponds 

with the research of Patel & Thakkar (2020), which indicated that small merchants 

encounter heightened compliance expenses, challenges in comprehending GST documents, 

and insufficient resources to employ tax advisers or use digital solutions. The rise in 

administrative expenses and the obligation to submit returns punctually have adversely 

impacted the operating effectiveness of small shops. This also illustrates the adverse 

compliance burden that small shops have frequently lamented following the 

implementation of GST, as seen by Kumar et al. (2018). 

5.2. The Role of GST Compliance 

The study reveals that compliance expenses significantly influence the operational 

effectiveness of small shops. The chi-square test results indicate that small shops are more 

prone to claim a negative or neutral impact from GST, primarily owing to the substantial 

expenditures linked to tax compliance. Small merchants must maintain meticulous records, 

submit returns, and comply with GST requirements, frequently necessitating the employment 

of external consultants, thereby elevating their operational expenses. The intricacy of the GST 

system, coupled with inadequate technological infrastructure, has further obstructed small 

retailers' capacity for effective compliance.  

This conclusion is corroborated by prior research, including Suresh (2019), which indicated 

that small enterprises in India face challenges with the digital infrastructure necessary for GST 

compliance. Moreover, Prakash (2019) indicated that the difficulty to properly capitalise on 

the Input Tax Credit (ITC) system intensifies the difficulties faced by small merchants, 

constraining their capacity to diminish tax expenses and enhance cash flow. 

5.3. Input Tax Credit (ITC) and Operational Efficiency 

For large retailers, the capacity to assert Input Tax Credit (ITC) has been a crucial catalyst for 

enhanced operational efficiency. The regression analysis indicates that large merchants who 

effectively employed ITC experienced an enhancement in their operational procedures. ITC 

mitigates the tax liability for enterprises by permitting the offset of GST incurred on 

acquisitions against GST accrued from sales. This has significantly enhanced the cash flow and 
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profitability of large merchants, enabling them to reclaim input credits for all taxes paid on raw 

materials, commodities, and services. Nair & Patil (2017) emphasised this advantage, 

illustrating how major enterprises utilise ITC to improve their financial and operational 

efficiency.  

Nevertheless, small shops, because to inadequate documentation and infrastructure, have been 

unable to effectively capitalise on ITC. The analysis indicates that this has resulted in increased 

operational costs for small enterprises, hence hindering their competitiveness and profitability. 

 

6. Conclusion 

The introduction of the Goods and Services Tax (GST) in India has dramatically influenced 

the operational efficiency of merchants in Uttar Pradesh, with notable disparities between large 

and small shops. This study's findings offer significant insights into the impact of GST on retail 

operations and its effects on enterprises of different sizes.  

For major merchants, GST has shown to be advantageous, resulting in enhanced operational 

efficiency. The capacity to assert Input Tax Credit (ITC), simplified tax frameworks, and 

optimised supply chains have allowed these enterprises to lower expenses, augment cash flow, 

and elevate their overall operational efficiency. The regression analysis and paired t-test results 

indicated a significant beneficial effect on the operational efficiency of major merchants, 

affirming that the GST system has enhanced the operational processes of large-scale 

enterprises. 

In contrast, small shops have had significant difficulties following the implementation of GST. 

The results demonstrate a considerable adverse effect on operational efficiency, chiefly 

attributable to elevated compliance costs, the intricacy of the GST filing procedure, and 

restricted access to digital resources and infrastructure. The paired t-test results demonstrated 

a reduction in operational efficiency for small merchants following the adoption of GST. These 

enterprises, particularly in rural regions, have been unable to fully capitalise on the advantages 

of ITC, and many have difficulties in comprehending and managing GST documents. This has 

resulted in elevated operational expenses, administrative challenges, and, in certain instances, 

financial pressure. 

Moreover, the digital divide between small and large merchants has become a significant issue. 

Small retailers, especially in rural areas, lack access to essential digital tools for effective GST 

compliance, therefore impeding their full participation in the tax system. The digital divide has 

intensified the difficulties encountered by small retailers, hence widening the disparity in 

operational efficiency among various retail categories.  

In conclusion, although GST has enhanced efficiency for larger merchants, it has presented 

considerable difficulties for smaller enterprises, especially with compliance and technological 

integration. These inequalities underscore the necessity for more customised assistance to 

guarantee that small retailers can capitalise on the new tax framework. 

 

7. Recommendations 

Based on the findings of this study, several recommendations can be made to improve the 

operational efficiency of small retailers and ensure that they can better adapt to the GST system: 

1. Simplification of GST Compliance: 

o The government should focus on simplifying the GST compliance process for small 

retailers. This could involve introducing a simplified return filing mechanism that reduces 
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the administrative burden, such as offering a single-page return format for small businesses 

or enabling auto-filling of tax returns to minimize errors and reduce complexity. 

o A simplified tax rate structure or lower compliance thresholds for small retailers could also 

help alleviate the challenges of navigating the complex tax landscape. 

2. Training and Capacity Building: 

o To enhance GST compliance and operational efficiency, the government and industry 

associations should provide training programs focused on GST filing, tax documentation, 

and ITC utilization. These programs should target small retailers, particularly those in rural 

areas, to help them understand and comply with the GST system. 

o Workshops and webinars could be organized, specifically for small businesses, to build 

their understanding of digital platforms and tax compliance tools. This would help 

empower them to better manage their GST obligations and reduce the risk of errors and 

penalties. 

3. Improvement of Digital Infrastructure: 

o Small retailers, especially those in rural areas, face challenges due to limited access to 

internet connectivity and digital tools. The government should invest in increasing digital 

literacy and providing access to affordable digital infrastructure. This could include 

offering subsidies for digital tools such as accounting software or mobile-based 

applications that can help small retailers file GST returns efficiently. 

o Additionally, providing free or subsidized access to internet services for small retailers in 

underserved areas could significantly improve their ability to comply with GST regulations. 

4. Financial Support for Small Retailers: 

o The government could provide financial incentives or subsidies to small retailers to help 

them cover the costs associated with hiring tax professionals or purchasing accounting 

software to manage GST filing. This would reduce the financial burden on small businesses 

and help them become more efficient in their operations. 

o Interest-free loans or grants for the adoption of digital tools and GST-related services could 

also help small retailers invest in the infrastructure necessary for effective compliance. 

5. Incentives for Early Adopters of GST Compliance: 

o To encourage small retailers to fully adopt the GST system, the government could introduce 

incentives for early adopters who comply with the tax system. For example, offering tax 

credits or rebates for businesses that demonstrate timely and accurate filing of returns could 

encourage faster adoption and ease the transition to the new tax regime. 
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