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Abstract 

The implementation of the Goods and Services Tax (GST) in India marked a significant reform in the 

country’s indirect taxation system, promoting transparency, uniformity, and digital compliance in 

business operations. At the same time, rapid digitalization and the growth of the e-commerce 

ecosystem have transformed the retail sector, particularly for Micro, Small, and Medium Enterprises 

(MSMEs). Apparel retailing, which is largely dominated by MSMEs, has experienced substantial 

changes due to the adoption of digital technologies such as electronic billing systems, digital payment 

platforms, online marketing tools, and participation in e-commerce marketplaces.  

In this context, the present conceptual paper examines the relationship between digitalization, GST 

compliance, and consumer buying behaviour in the emerging e-commerce ecosystem with special 

reference to apparel MSMEs. The study discusses how GST-driven digital practices, including e-

invoicing, digital tax reporting, and online transaction systems, are encouraging small retailers to 

adopt digital retail strategies. These developments have significantly influenced consumer buying 

behaviour by offering greater convenience, transparent pricing, and secure digital payment options. 

The paper further explores how digital retail practices contribute to customer satisfaction and loyalty 

among apparel consumers. Additionally, the study highlights the opportunities and challenges faced 

by apparel MSMEs in adapting to digital platforms and complying with GST regulations. The 

findings emphasize the importance of policy support, digital literacy, and simplified compliance 

mechanisms to enable MSMEs to effectively integrate into the expanding e-commerce ecosystem and 

enhance their competitiveness in the digital economy. 
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Introduction 

The retail sector in India has undergone 

significant transformation in recent years due 

to technological advancements, regulatory 

reforms, and the increasing influence of the 

digital economy. Among the major policy 

reforms that have reshaped the business 

environment is the implementation of the 

Goods and Services Tax (GST) in July 2017. 

GST replaced a complex structure of multiple 

indirect taxes with a unified tax system, 

thereby improving transparency, simplifying 

tax administration, and facilitating a more 

integrated national market. 

One of the major objectives of GST was to 

bring businesses into the formal economy 

through digital compliance mechanisms such 

as online tax filing, electronic invoicing, and 

digital transaction records. The introduction 

of the GST Network (GSTN) has encouraged 

businesses to adopt digital technologies for 

accounting, billing, and tax reporting. As a 

result, many enterprises have gradually 

transitioned from traditional manual practices 

to digital systems. 

Micro, Small, and Medium Enterprises 

(MSMEs) constitute a crucial segment of the 

Indian economy. They contribute 

significantly to employment generation, 

industrial production, and export activities. In 

the retail sector, apparel MSMEs represent an 

important component, particularly in regional 

and semi-urban markets. These enterprises 

typically operate as small garment shops, 

boutiques, and local fashion retailers. 

However, the evolving business environment 

has compelled many apparel MSMEs to 

adapt to digital technologies in order to 

remain competitive. 

Simultaneously, the rapid growth of the e-

commerce ecosystem has reshaped the retail 

landscape. Online marketplaces, digital 

payment platforms, and social media 

marketing have created new opportunities for 

businesses to reach a wider customer base. 

Consumers increasingly prefer digital 

channels for product information, price 

comparison, and online purchases. This shift 

in consumer behaviour has encouraged 

retailers to integrate digital tools into their 

business operations. 

The convergence of GST-driven digital 

compliance and the expansion of the e-

commerce ecosystem has created a new retail 

environment in which digitalization plays a 

central role. Apparel MSMEs are 

increasingly adopting digital retail practices 

such as electronic billing systems, online 

payment methods, social media marketing, 

and participation in e-commerce platforms. 

In this context, understanding the relationship 

between digitalization, GST compliance, and 

consumer buying behaviour has become 
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increasingly important. This conceptual paper 

examines how GST compliance has 

encouraged digital transformation among 

apparel MSMEs and how digital retail 

practices influence consumer behaviour in 

the emerging e-commerce ecosystem. 

Objectives of the Study 

 

1. To examine the role of GST 

compliance in promoting 

digitalization among apparel MSMEs. 

2. To analyse the influence of 

digitalization on consumer buying 

behaviour in apparel retail. 

3. To understand the relationship 

between digital retail practices and 

customer satisfaction in apparel 

MSMEs. 

4. To identify the opportunities and 

challenges faced by apparel MSMEs 

in adopting digital platforms and 

complying with GST regulations. 

 

Review of Literature 

The growing importance of digital 

technologies, GST reforms, and the 

expansion of the e-commerce ecosystem has 

attracted significant attention from 

researchers in recent years. Several studies 

have examined the impact of digitalization on 

retail businesses, consumer behaviour, and 

the operational practices of Micro, Small, and 

Medium Enterprises (MSMEs). The 

following review highlights key studies 

related to digitalization in retail, GST 

compliance, and consumer behaviour in the 

context of MSMEs. 

Studies on digitalization in retail emphasize 

the transformative role of technology in 

enhancing operational efficiency and 

customer engagement. According to 

Verhoef, Kannan, and Inman (2015), 

digital transformation has fundamentally 

reshaped the retail industry by integrating 

online and offline channels, enabling retailers 

to provide seamless shopping experiences to 

consumers. Digital technologies such as 

online payment systems, electronic billing, 

and social media marketing have enabled 

retailers to expand their market reach and 

improve customer interaction. 

Similarly, Brynjolfsson and McAfee (2014) 

highlight that digital technologies play a 

significant role in driving business innovation 

and competitiveness. Their research suggests 

that businesses adopting digital tools are 

better positioned to improve operational 

efficiency, reduce transaction costs, and 

respond to changing market demands. 

Research on GST and digital compliance 

indicates that the introduction of GST has 

encouraged businesses to adopt digital 

accounting and reporting systems. Nayyar 

and Singh (2018) observed that the 

implementation of GST has improved 

transparency and streamlined tax 
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administration in India. The study also notes 

that GST has encouraged small businesses to 

maintain digital records and adopt formal 

accounting practices. 

Another study by Garg (2019) examined the 

impact of GST on MSMEs and found that 

while GST has simplified the tax structure, 

many small businesses initially faced 

challenges in adapting to digital tax filing 

systems. However, over time, the adoption of 

digital technologies has improved 

compliance and business efficiency. 

Several researchers have also examined the 

relationship between digitalization and 

consumer buying behaviour. According to 

Kotler and Keller (2016), digital 

technologies significantly influence 

consumer decision-making processes by 

providing easy access to product information, 

reviews, and price comparisons. Consumers 

increasingly rely on digital platforms to 

evaluate alternatives before making 

purchasing decisions. 

Overall, the existing literature suggests that 

digitalization and GST compliance play an 

important role in transforming retail business 

practices and influencing consumer 

behaviour. However, there is still a need to 

explore how these factors interact within the 

specific context of apparel MSMEs operating 

in the emerging e-commerce ecosystem. The 

present conceptual study attempts to address 

this gap by examining the relationship 

between digitalization, GST compliance, and 

consumer behaviour in apparel retail 

businesses. 

Conceptual Background 

The transformation of the retail sector in 

India is closely associated with the rapid 

expansion of digital technologies and 

significant policy reforms such as the 

implementation of the Goods and Services 

Tax (GST). The integration of digital tools 

into business operations has reshaped the 

way firms operate, communicate with 

customers, and deliver products and services. 

At the same time, regulatory reforms have 

encouraged businesses to adopt transparent 

and technology-driven practices. In this 

context, the conceptual foundation of the 

present study is built around three 

interconnected themes: digitalization in 

retail businesses, GST-driven digital 

compliance, and changing consumer 

behaviour in the emerging e-commerce 

ecosystem. Understanding these concepts is 

essential to examine how apparel MSMEs are 

adapting to the evolving digital business 

environment. 

Digitalization in the Retail Sector 

Digitalization refers to the process of 

integrating digital technologies into various 

aspects of business operations in order to 

enhance efficiency, improve service delivery, 

and create new value for customers. In the 

retail sector, digitalization has fundamentally 
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transformed traditional business models by 

introducing innovative tools for marketing, 

sales, inventory management, and customer 

engagement. 

Digital transformation has significantly 

reshaped the retail industry by integrating 

online and offline channels and improving 

customer engagement (Verhoef, Kannan, & 

Inman, 2015). Digital technologies enable 

retailers to streamline operations, enhance 

customer interaction, and improve service 

efficiency (Brynjolfsson & McAfee, 2014). 

Retail businesses are increasingly adopting 

digital technologies such as electronic 

billing systems, point-of-sale (POS) 

machines, digital payment platforms, 

cloud-based accounting software, and 

online marketing tools. These technologies 

enable retailers to streamline their operations, 

reduce transaction errors, and improve 

overall operational efficiency. Moreover, 

digital technologies facilitate real-time access 

to information, allowing businesses to 

monitor sales performance, track inventory 

levels, and analyze customer preferences. 

For apparel retailers, digitalization is 

particularly significant because the fashion 

industry is highly dynamic and consumer 

preferences frequently change. Digital tools 

allow apparel retailers to quickly respond to 

market trends, showcase new products 

through online platforms, and communicate 

directly with customers. Social media 

platforms such as Instagram, Facebook, and 

WhatsApp have become powerful marketing 

channels for fashion retailers, enabling them 

to promote products and interact with 

consumers in a more personalized manner. 

Digitalization also enables retailers to expand 

beyond their physical store locations. By 

participating in online marketplaces and 

adopting omnichannel retail strategies, small 

apparel businesses can reach customers 

across different geographical locations. This 

integration of offline and online retail 

practices enhances the competitiveness of 

MSMEs in an increasingly digital 

marketplace. 

GST Compliance and Digital 

Transformation 

The introduction of GST in India has 

simplified the indirect tax structure and 

promoted transparency in business 

transactions (Nayyar & Singh, 2018). The 

digital framework of GST has encouraged 

businesses to adopt electronic record-keeping 

and online tax filing systems (Garg, 2019). 

The implementation of the Goods and 

Services Tax (GST) in India represents one 

of the most significant economic reforms in 

the country's taxation system. Introduced in 

July 2017, GST replaced multiple indirect 

taxes such as value-added tax (VAT), service 

tax, and excise duty with a unified tax 

structure. The objective of GST was to 

simplify tax administration, eliminate 
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cascading taxes, and promote a more 

transparent and efficient tax system. 

A distinctive feature of GST is its 

technology-driven compliance mechanism. 

The GST framework requires businesses to 

maintain digital records of transactions and 

submit tax returns through an online portal 

known as the GST Network (GSTN). Key 

features of the GST system include online 

registration, electronic return filing, e-

invoicing, and digital payment of taxes. 

These digital compliance requirements have 

encouraged businesses to adopt modern 

accounting software and electronic billing 

systems. 

For many small businesses, including apparel 

MSMEs, GST compliance has served as a 

catalyst for digital transformation. Prior to 

GST implementation, many small retailers 

relied on manual accounting practices and 

cash-based transactions. However, the digital 

requirements associated with GST have 

prompted businesses to adopt computerized 

billing systems, digital payment methods, and 

automated record-keeping processes. 

Digital compliance not only improves tax 

transparency but also enhances operational 

efficiency within businesses. By maintaining 

digital transaction records, retailers can track 

sales more accurately, manage inventory 

effectively, and generate financial reports 

with greater ease. In addition, digital billing 

systems reduce the likelihood of errors and 

improve customer trust through transparent 

pricing and tax calculation. 

Despite these advantages, the transition to 

digital compliance has also posed certain 

challenges for MSMEs. Limited 

technological knowledge, lack of digital 

infrastructure, and the complexity of GST 

procedures have created difficulties for some 

small retailers. Nevertheless, the gradual 

adoption of digital tools has enabled many 

businesses to adapt to the new regulatory 

environment and participate more effectively 

in the formal economy. 

 

Consumer Buying Behaviour in the Digital 

Era 

Consumer buying behaviour refers to the 

process through which individuals identify 

their needs, search for information, evaluate 

alternatives, and make purchasing decisions. 

In the digital age, consumer behaviour has 

undergone significant changes due to the 

widespread use of the internet, smartphones, 

and online platforms. Digital technologies 

have significantly influenced consumer 

decision-making by providing access to 

product information, online reviews, and 

price comparisons (Kotler & Keller, 2016). 

Consumers today interact with multiple 

digital and physical channels during their 

purchase journey (Lemon & Verhoef, 2016). 

Digital technologies provide consumers with 

easy access to product information, price 
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comparisons, and customer reviews. As a 

result, consumers are more informed and 

empowered when making purchasing 

decisions. The availability of online 

platforms has also increased consumer 

expectations regarding convenience, 

transparency, and service quality. 

In the apparel retail sector, digital platforms 

have become an important source of product 

discovery and brand engagement. Consumers 

frequently explore fashion trends through 

social media platforms and online 

marketplaces before making purchase 

decisions. Online reviews, influencer 

marketing, and digital advertising also play a 

crucial role in shaping consumer perceptions 

and preferences. 

Digital payment systems have further 

influenced consumer behaviour by 

simplifying the purchasing process. Payment 

methods such as Unified Payments 

Interface (UPI), mobile wallets, debit 

cards, and online banking allow consumers 

to complete transactions quickly and 

securely. The convenience of digital 

payments encourages consumers to shop 

more frequently and reduces the barriers 

associated with traditional cash transactions. 

Another important aspect of digital consumer 

behaviour is the growing preference for 

omnichannel retail experiences. Consumers 

often combine online and offline shopping 

methods, such as browsing products online 

and purchasing them in physical stores or 

vice versa. Apparel retailers that integrate 

digital technologies into their business 

operations are therefore better positioned to 

meet the evolving expectations of modern 

consumers. 

Digital Retail Practices and Customer 

Satisfaction 

Customer satisfaction is a critical factor in 

determining the success of retail businesses. 

It refers to the degree to which a product or 

service meets or exceeds customer 

expectations. In the context of digital 

retailing, customer satisfaction is influenced 

by various factors such as convenience, 

service quality, transparency, and overall 

shopping experience. 

Digital retail practices contribute to customer 

satisfaction in several ways. Electronic 

billing systems ensure accurate and 

transparent pricing, while digital payment 

options provide customers with convenient 

and secure transaction methods. Online 

communication channels allow retailers to 

respond quickly to customer inquiries and 

provide personalized services. 

In apparel retail, customer satisfaction is also 

influenced by factors such as product variety, 

availability of fashion trends, and ease of 

product exchange or return. Digital platforms 

allow retailers to showcase a wide range of 

products and provide detailed information 

about product features, sizes, and styles. This 



45 
 

 
Copyright: © The authors. This article is open access and licensed under the terms of the Creative Commons 

Attribution License (http://creativecommons.org/licenses/by/4.0/)  

improves the overall shopping experience 

and helps customers make informed 

decisions. 

Satisfied customers are more likely to 

develop positive attitudes toward a retailer 

and engage in repeat purchases. They may 

also recommend the retailer to others through 

word-of-mouth communication or online 

reviews. Consequently, digital retail practices 

not only improve customer satisfaction but 

also contribute to long-term customer loyalty. 

Integration of Digitalization and E-

Commerce Ecosystem 

The rapid growth of e-commerce platforms 

has created new opportunities for retailers to 

reach a wider customer base and enhance 

market competitiveness (Laudon & Traver, 

2020). E-commerce platforms provide 

retailers with access to a larger customer base 

and enable them to operate in multiple 

markets without significant infrastructure 

investment. 

For apparel MSMEs, participation in e-

commerce platforms offers several 

advantages, including increased market 

visibility, improved logistics support, and 

access to digital marketing tools. Online 

marketplaces and social commerce platforms 

enable small retailers to showcase their 

products to a broader audience and compete 

with larger brands. 

However, successful participation in the e-

commerce ecosystem requires retailers to 

adopt digital technologies and comply with 

regulatory requirements such as GST. 

Digitalization therefore plays a crucial role in 

enabling MSMEs to integrate into the 

modern retail environment. 

The interaction between GST compliance, 

digitalization, and consumer behaviour 

forms the central conceptual foundation of 

this study. GST regulations encourage digital 

record-keeping and transparent transactions, 

which in turn facilitate the adoption of digital 

retail practices. These practices influence 

consumer buying behaviour by improving 

convenience, trust, and accessibility. As a 

result, digitalization becomes a key driver of 

competitiveness and sustainability for apparel 

MSMEs in the emerging e-commerce 

ecosystem. 

Influence on Consumer Behaviour and 

Customer Satisfaction 

The increasing adoption of digital 

technologies in retail has significantly 

influenced consumer buying behaviour and 

overall customer satisfaction. In the apparel 

retail sector, digitalization has transformed 

the way consumers search for information, 

evaluate products, and make purchasing 

decisions. The integration of digital tools 

such as online payment systems, electronic 

billing, and social media marketing has 

created a more convenient and transparent 

shopping environment for consumers. 
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One of the key ways digitalization influences 

consumer behaviour is through access to 

information. Consumers today have access 

to a vast amount of product information 

through digital platforms. Online catalogs, 

product images, and customer reviews enable 

consumers to evaluate different apparel 

options before making a purchase. This 

access to information increases consumer 

confidence and allows them to make more 

informed decisions. 

Another important factor influencing 

consumer behaviour is convenience. Digital 

payment systems such as Unified Payments 

Interface (UPI), debit cards, mobile wallets, 

and QR-based payments simplify the 

purchasing process and reduce the time 

required to complete transactions. Consumers 

increasingly prefer retailers that offer flexible 

and secure payment options. Apparel retailers 

who adopt these digital payment methods are 

therefore able to provide a smoother 

shopping experience for their customers. 

Digitalization also contributes to price 

transparency, which plays a crucial role in 

shaping consumer perceptions and trust. 

GST-based digital billing systems ensure that 

pricing structures are clear and standardized. 

Customers receive detailed invoices that 

show the breakdown of taxes and product 

costs, which enhances trust in the retailer and 

improves the credibility of the business. 

Furthermore, social media platforms have 

become influential channels for fashion-

related communication. Apparel retailers use 

platforms such as Instagram, Facebook, and 

WhatsApp to showcase new collections, 

share promotional offers, and interact with 

customers. These platforms allow businesses 

to create stronger relationships with 

consumers and influence their purchase 

intentions. 

Customer satisfaction is closely linked to the 

quality of the shopping experience. Retailers 

who provide efficient billing systems, 

reliable payment options, and responsive 

customer service are more likely to satisfy 

their customers. Digitalization improves 

service quality by reducing transaction errors, 

enabling faster billing processes, and 

improving inventory management. 

Satisfied customers are more likely to engage 

in repeat purchases and recommend the 

retailer to others through positive word-of-

mouth communication. In the highly 

competitive apparel retail market, 

maintaining high levels of customer 

satisfaction is essential for building customer 

loyalty and sustaining long-term business 

growth. 

Opportunities and Challenges for Apparel 

MSMEs 

The integration of digital technologies and 

GST compliance has created numerous 

opportunities for apparel MSMEs. At the 
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same time, the transition toward digital 

business practices has also introduced several 

challenges that small retailers must 

overcome. Digital technologies play a critical 

role in improving the competitiveness and 

productivity of small businesses (Rahayu & 

Day, 2017). However, limited digital skills 

and financial resources often restrict 

technology adoption among MSMEs (OECD, 

2019). 

Opportunities 

One of the most significant opportunities 

created by digitalization is the expansion of 

market reach. Through digital platforms and 

e-commerce marketplaces, apparel MSMEs 

can access customers beyond their immediate 

geographical location. This allows small 

retailers to compete with larger brands and 

reach a wider audience. 

Digital technologies also improve 

operational efficiency. Electronic billing 

systems and inventory management software 

help retailers maintain accurate records of 

sales and stock levels. This reduces the 

likelihood of errors and enables better 

decision-making regarding product 

procurement and pricing strategies. 

Another important opportunity is enhanced 

customer engagement. Digital 

communication tools allow retailers to 

interact directly with their customers through 

social media platforms and messaging 

applications. These interactions help retailers 

understand customer preferences and respond 

more effectively to changing market trends. 

Participation in the e-commerce ecosystem 

also allows MSMEs to benefit from digital 

marketing and online promotion 

strategies. Apparel retailers can promote 

their products through targeted 

advertisements, influencer collaborations, 

and online campaigns. Such strategies help 

businesses build brand recognition and attract 

new customers. 

Challenges 

Despite these opportunities, apparel MSMEs 

face several challenges in adopting digital 

technologies and complying with GST 

regulations. One of the primary challenges is 

limited digital literacy among small 

business owners and employees. Many 

retailers lack the technical skills required to 

effectively operate digital accounting systems 

and online platforms. 

Another challenge is the financial cost 

associated with digital transformation. 

Purchasing digital infrastructure such as 

point-of-sale machines, billing software, and 

inventory management systems requires 

initial investment. For small businesses with 

limited financial resources, these costs can 

act as a barrier to digital adoption. 

GST compliance procedures can also be 

complex and time-consuming, particularly 

for small retailers who are unfamiliar with 

digital tax filing systems. Frequent updates to 
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tax regulations and reporting requirements 

may create confusion among business owners 

and increase compliance burdens. 

Additionally, technological infrastructure 

limitations such as unstable internet 

connectivity and inadequate digital support 

services can hinder the effective use of digital 

platforms, especially in semi-urban and rural 

areas. 

Addressing these challenges is essential to 

ensure that apparel MSMEs are able to fully 

benefit from digital transformation and 

participate actively in the modern retail 

ecosystem. 

Implications for MSMEs and 

Policymakers 

The findings of this conceptual analysis 

highlight several important implications for 

both MSMEs and policymakers. As 

digitalization continues to reshape the retail 

environment, it is essential for small 

businesses to develop the capabilities 

necessary to adapt to technological changes 

and regulatory requirements. 

For MSMEs, adopting digital technologies is 

no longer optional but has become a strategic 

necessity. Apparel retailers must invest in 

digital tools that enhance operational 

efficiency, improve customer experience, and 

facilitate compliance with regulatory 

frameworks such as GST. Businesses that 

successfully integrate digital technologies 

into their operations are likely to achieve 

higher levels of productivity, 

competitiveness, and customer satisfaction. 

Training and skill development programs are 

also crucial for enabling MSME owners and 

employees to understand digital systems and 

utilize them effectively. Improving digital 

literacy among small retailers can 

significantly reduce the challenges associated 

with digital transformation. 

From a policy perspective, government 

agencies play a crucial role in supporting the 

digital transition of MSMEs. Policymakers 

should focus on developing initiatives that 

promote digital infrastructure, provide 

financial assistance for technology adoption, 

and simplify regulatory procedures. 

Simplifying GST compliance procedures and 

improving the user-friendliness of digital tax 

platforms can help reduce the administrative 

burden faced by small businesses. 

Additionally, providing technical support and 

awareness programs can help MSMEs better 

understand tax regulations and digital 

reporting requirements. 

Encouraging collaboration between 

government institutions, financial 

organizations, and technology providers can 

further support MSMEs in adopting digital 

tools and participating in the e-commerce 

ecosystem. Such initiatives will not only 

strengthen the MSME sector but also 

contribute to broader economic growth and 

digital inclusion. 
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Conclusion 

The rapid expansion of digital technologies 

and the implementation of the Goods and 

Services Tax have collectively transformed 

the retail sector in India. Apparel MSMEs, 

which represent a significant portion of the 

retail industry, are increasingly adopting 

digital tools to comply with regulatory 

requirements and meet the evolving 

expectations of modern consumers. 

Digitalization has enabled apparel retailers to 

improve operational efficiency, maintain 

transparent business practices, and enhance 

customer engagement. The adoption of 

digital retail practices such as electronic 

billing, digital payment systems, and online 

marketing strategies has significantly 

influenced consumer buying behaviour and 

improved overall customer satisfaction. 

At the same time, the integration of MSMEs 

into the expanding e-commerce ecosystem 

has created new opportunities for market 

expansion and business growth. However, 

several challenges such as limited digital 

literacy, financial constraints, and regulatory 

complexities continue to affect the adoption 

of digital technologies among small retailers. 

To address these challenges, it is essential to 

promote digital literacy programs, strengthen 

technological infrastructure, and simplify 

GST compliance procedures. Supportive 

government policies and collaborative 

initiatives can play a vital role in facilitating 

the digital transformation of MSMEs. 

In conclusion, digitalization driven by GST 

compliance has the potential to reshape the 

future of apparel MSMEs by enhancing their 

competitiveness, improving customer 

satisfaction, and enabling greater 

participation in the modern digital economy. 
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