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The current climate of uncertainty with respect to restoration of business 
cycles and resumption of commerce & retailing activities is expected to 
continue in the current financial year. 

The Indian merchandise retail sector is a key constituent of India’s GDP 
primarily for its share of India’s GDP that has consistently stood at ~29% of GDP 
between FY 12 and FY 20 (Figure 1). Since 2012 the growth of Indian Retail has 
also outpaced the overall growth of India’s GDP. This was primarily driven by 
increase of discretionary retail and that in turn was attributed to rising income 
and affordability of the consuming class . This is reflected in falling share of Food 
& Grocery retail and the rising share of discretionary retail categories between FY 
12 and FY 20 (Figure 2).  In this backdrop, Merchandise Retail in India in FY 2020 
(ending March 2020) is estimated to close at US$ ~850 Billion for the year  (Figure 
1). Had the CoVid crisis and the economic lockdown conditions that the crisis 
ensued not happened, India’s merchandise retail was expected to cross US$ 1 
Trillion by 2023. 

The current climate of uncertainty with respect to restoration of business cycles 
and resumption of commerce & retailing activities is expected to continue in the 
current financial year. The normalization of economic activities is closely tied up 
to the flattening curve of the Covid-19 infections and successful implementation 
of vaccine discovery and its timely inoculation at a mass scale. For the purpose 
this paper’s commentary, it is therefore assumed that the current and next year 
i.e. FY 21 and FY 22 will expect disruption in economic cycles, loss of employment 
and retailing opportunities across many retail categories (primarily discretionary). 
Consequently, Indian retail will witness contraction in FY 21 that can range from 
25-40% from the base of FY 20.  Though, this contraction may not be as severe 
in Food and other Need based retail categories, however even these retail 
categories will face a period of no growth to marginal decline primarily due to 
both supply side disruption in retailing activities and demand side stress linked to 
income.  The paper further assumes that FY 22 should witness marginal revival 
and from FY 23 onwards, Indian economy may witness resumption of economic 
activities at Pre-Covid levels. This period of FY 21 to FY 22 is labelled as a period 
of zero sum for Indian Retail, implying that the Pre-covid projected trajectory of 
Indian Retail to cross US$ 1 Trillion will  be pushed ahead by two years and will 
now be achieved in FY 25  (Figure 1).

Indian economy may witness 
resumption of economic 
activities at Pre-Covid levels. 
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1,248GDP

FY2012

All values in USD Billion

FY2020 FY2025 (P)

701Private 
Consumption

Retail 370

2,905

1,752

850

4,268

2,390

1,135

Figure 1 
India GDP growth & retail

Figure 2 
Share of retail categories

Categories 2012 2020 2025

Total Retail (USD Bn) 370 850 1,135

1. Food and Grocery 67.50% 65.90% 66.30%

2. Jewellery & Watches 7.30% 7.90% 8.30%

3. Apparel & Accessories 8.30% 7.90% 7.70%

4. Consumer Electronics 5.20% 6.40% 6.40%

5. Home & Living 4.20% 4.30% 4.20%

6. Pharmacy & Wellness 2.80% 2.90% 3.00%

7. Footwear 1.20% 1.20% 1.10%

8. Others 3.60% 3.20% 2.80%

Total 100% 100% 100%
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It is also important to appreciate the zero-sum period for Indian Retail between 
FY 20 and FY 22 and its expected trajectory thereafter from the perspective of the 
role of Modern Retail and Traditional Retail in it. It is so because with nearly 30% 
of GDP contributed by Retail, the sector is the largest source of employment after 
Agriculture in the country. Moreover, apart of the rising income affordability, the 
growth of modern retail (that outpaced the growth of traditional retail) played a 
key role in the overall growth trajectory of Indian Retail in the past. 

CoVid-19 crisis has nudged both Modern Retailers & Traditional Retailers to look 
at their growth strategy and business models. The crisis has heightened the 
urgency around digital adoption, E-commerce and regulations for all stakeholders 
in the retail value chain. This paper examines the impact of these shifts on 
employment and taxation. 

CoVid-19 crisis has nudged both Modern 
Retailers & Traditional Retailers to look at their 
growth strategy and business models.
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In FY 20, Indian Modern Retail’s share in Total Retail stood at ~12% (US$ 101 Billion). 
This share has grown from under 8% in FY 2012. In the next five years, Modern 
Retail is expected to grow at 15% CAGR to reach 18% of the Total Retail’s share by 
2025 (Figure 3). This growth will primarily be driver by growth of Merchandise 
E-commerce (or E-tail), whose share in total retail stood at 4.3% in FY 20 and that 
is expected to increase to 7.6% by 2025 at a CAGR of 19%.  

Three themes are expected to play out for this outsized role of E-commerce in 
driving the growth of Modern Retail in India going forward. 

1. Till now, Modern Retail was viewed in the distinct groups of Brick & Mortar 
(B&M) Modern Retail and E-tail. However, going forward, Modern retail will 
witness a convergence and Digital commerce will become central to the 
growth of modern retail. Pure B&M retailers will increasingly adopt digital 
technologies for accelerated growth and pure E-tailers will appreciate the 
importance of  brick assets and outreach to be plugged in for accelerated 
growth plans

2. Food & Grocery that comprises 66% of the total retail basket till now witnessed 
a miniscule share of Modern Retail routed via. any E-commerce channels. 
Readiness of the food supply chain & related ecosystems to support the 
transition of Food through online, F&G E-commerce as a deprioritized growth 
category by Retail majors and lack of growth capital at scale to back Food & 
Grocery E-commerce were primary reasons. Reinforcement of Agri reforms 
and the altered reality in the Post CoVid era that demands contactless delivery 
and enablement will remove these barriers going forward 

3. Omni-channel or digital activation by Retail Majors in discretionary retail 
category like Fashion, Home, Jewelry was a non-focus area in the Pre-CoVid 
era. E-commerce as a share of their retail sales contributed ~10%-15% of their 
total sales. Going forward, this is expected to change with most retailers 
expected to accelerate their digital transformation going forward

Pure B&M retailers will increasingly 
adopt digital technologies for 
accelerated growth 
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All values in USD Billion

Figure 3 
Category size and penetration of modern 
retail & e-commerce

FY2020 FY2025

Categories
Category 

Size / Share 
of Retail

Mod. Retail 
(B&M) Size / 
Penetration

E-commerce 
Size / 

Penetration

Category 
Size / Share 

of Retail

Mod. Retail 
(B&M) Size / 
Penetration

E-commerce 
Size / 

Penetration

1. Food and Grocery
560 

(65.9%)
22.25 
(4%)

2.75 
(0.5%)

753 
(66.3%)

40 
(5%)

28 
(4%)

2. Apparel & Accessories
67  

(7.9%)
12.1 

(18%)
9.4 

(14%)
94 

(8.3%)
21 

(24%)
16 

(18%)

3. Jewellery & Watches
67  

(7.9%)
18.8 

(28%)
2.7 

(4%)
87 

(7.7%)
29 

(31%)
6 

(6%)

4. Consumer Electronics
54 

(6.4%)

3 
(6%)

14 
(26%)

73 
(6.4%)

10 
(14%)

20 
(28%)

5. Home & Living
36 

(4.3%)
2.1 

(6%)
2.9 

(8%)
48  

(4.2%)
5 

(11%)
5 

(11%)

6. Pharmacy & Wellness
25 

(2.9%)
2.5 

(10%)
1.5 

(6%)
34 

(3.0%)
4 

(12%)
6 

(18%)

7. Footwear
10 

(1.2%)

1.4 
(14%)

1.6 
(16%)

13 
(1.1%)

2 
(15%)

3 
(24%)

8. Others
27 

(3.2%)
1.6  

(5%)
2.4 

(8%)
32 

(2.8%)
2 

(6%)
4 

(11%)

Total
850 

(100%)
64 

(8%)
37 

(4%)
1,135 

(100%)
113 

(10%)
88 

(8%)
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However, in spite of this E-commerce enabled projected growth of Modern 
Retail, the size and influence of Traditional Retail is expected to remain the same. 
Though in % terms its share is expected to reduce from the current 88% in FY 20 
to 82% in FY 25, in absolute terms, traditional retail is expected to increase from 
the current US$ 749 Billion to US$ 934 Billion in the next five years (Figure 4).

Different put, Modern Retail and Traditional Retail will co-exist and grow going 
forward. Surely, the inter play between modern and traditional retail in micro 
clusters and category specific retailing dynamics may create competing 
conditions but these will be negated by growth of assisted commerce (traditional 
retailers as last mile fulfilment partners for e-commerce players) and exclusive 
retailing markets for both in many clusters.

Figure 4 
Evolution of retail channels  

359
(93%)

561
(91%)

749
(88%)

934
(82%)

27
(7%)

41
(7%)

64
(8%)

113
(10%)

0.5
(0.1%)

14
(2%)

37
(4%)

88
(8%)

FY2012

FY2016

FY2020

FY2025 (P)

Traditional Retail Modern Retail (B&M) E-commerce
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2.  Retail and 
Employment 
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Employment growth in Modern Retail will not 
be at the cost of Traditional Retail 
The retail sector and allied industry (supporting the overall retail value chain) 
employed 36.3 Million people in the country, making the sector the second 
highest employment provider after agriculture. 

Traditional Retail accounts for ~82% (29.8 Million) of these jobs, while Modern 
Retail and Allied Industry account for ~9% (3.25 Million) each. In the next five years, 
the Retail Sector is expected to add 9.2 Million additional new jobs and that will 
take the Retail Sector to employ 45.5 Million people in FY 25 (Figure 5). 

Retail Sector is expected to add 
9.2 Million additional new jobs 

Figure 5 
Employment generation in retail

9.2 Mn

82.1%

8.8%

9.1%

Traditional Retail

Total Employment (Mn.) 36.3

Modern Retail Allied Industry

78.0%

12.7%

9.2%

2020 E 2025 P

45.5
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The following key trends will signify this employment growth:

1. 28% of the new employment in Retail Sector will be created by Modern Retail. It means that 
out of the new total 9.2 Million new jobs, nearly 2.6 Million jobs will be created by Modern Retail 
entities 

2. Traditional Retail will add 5.69 Million new jobs. These jobs will be in the form of independent 
retail business entrepreneurs and shop assistance executives

3. Contrary to the popular belief that employment in Modern Retail will grow at the expense 
of Traditional Retail, Modern Retail will create complimentary jobs in the areas of offer 
management, digital technologies and last mile deliveries, with higher proportion of skilled and 
semi-skilled employment than Traditional Retail (Figure 6)

All values in USD Billion

2020 E 2025 P

Segments
Traditional 

Retail
Mod. 

Retail & 
E-Com.

Allied 
Industry

Total Traditional 
Retail

Mod. 
Retail & 
E-Com.

Allied 
Industry

Total

Skilled
(% Share)

2.5 1.8 0.2 4.5 2.8 3.1 0.2 6.1

8% 58% 6% 12% 8% 53% 5% 13%

Semi-Skilled 
(% Share)

8.7 1.2 0.5 10.4 9.7 2.5 0.6 12.8

29% 39% 16% 29% 27% 43% 15% 28%

Unskilled  
(% Share)

18.8 0.1 2.5 21.4 23.1 0.2 3.3 26.6

63% 3% 78% 59% 65% 3% 80% 58%

TOTAL  
(% Share)

30 3.1 3.2 36.3 35.6 5.8 4.1 45.5

100% 100% 100% 100% 100% 100% 100% 100%

Figure 6 
Skilled & un-skilled employment- 
retail sector
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Further evidence that the jobs added in Modern Retail will be incremental to, and not at the 
cost of job creation in the Traditional Retail channels can be seen in the fact that the nature of 
employment opportunities, and hence, the skill sets required in Modern Retail ecosystem jobs are 
differentiated from those required in Traditional Retail jobs. Therefore, as Modern Retail grows, new 
types of job profiles will emerge which did not exist in Traditional Trade (Figure 7).

Segments Traditional Retail Modern Retail (B&M) E- Commerce

Functions 2020 2025 2020 2025 2020 2025

Supply Chain & Logistics 0.2 0.3 0.07 0.11 1 1.8

Technology - - 0.01 0.02 0.2 0.3

Offer Management 0.11 0.12 0.05 0.1 0.2 0.4

Retail Operations 10.6 12 0.9 1.5 0.05 0.1

Customer Relationship - - 0.03 0.05 0.2 0.3

Support Functions 0.1 0.12 0.3 0.5 0.2 0.4

Figure 7 
Key areas of employment creation by 
retail channel

All figures in Millions
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For example, E-commerce growth has a significant impact on ecosystem 
creation and formalization of the value chain, beyond the direct impact 
on the retailers. Therefore, E-commerce is expected to contribute 10% 
of Direct and 50% of indirect job creation in Modern Retail over the next 
five years, and most of these jobs will be in areas such as supply chain 
& logistics, technology, buying & merchandising, support functions etc., 
(Figure 8) and as such require a different skill set than Traditional Retail.

Figure 8 
Employment creation by 
e-commerce - 2025

1.7

0.8 0.1
0.2

Supply chain and Technology will 
contribute to 62% of the new 

jobs created within E-commerce

3.40.6

2020 E 2025 PSupply Chain 
& Logistics

Technology Offer
Management

Other
Function
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3.  Retail and 
Taxation
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Disproportionately outsized role of 
Modern Retail in GST collections   
The Indian government rolled out the GST indirect tax regime in 2017 and 
GST collections stood at USD 175 Billion in FY2020 (Figure 9). Of this, four 
key categories of Retail (i.e. F&G, Fashion, Consumer Electronics, Home & 
Living) which form 85% of total retail in India, contributed approximately 
USD 4.4 Billion. This is expected to grow to USD 6.8 Billion by 2025.

The Retail industry has welcomed the implementation of the new GST 
system, which has made provisions for uniform processes and efficient 
tax management by companies. The key salient features of the new GST 
regime that have had a positive impact on the retail industry are:

1. Rationalized Taxes: Significant rationalization through elimination of 
multiple taxes (i.e. excise duty, VAT, central sales tax and service tax), 
providing a single unified structure of taxation which is much more 
clear, apparent and feasible

2. Input Tax Credit: Allowing for credits for the tax previously paid 
by companies on the purchase of inputs, ultimately saves tax and 
reduces the cascading effect of taxes

3. Increased supply chain efficiency: GST eliminates the necessity for 
establishing multiple warehouses by companies (to manage inter 
state tax complexity), and has therefore made the supply chain more 
efficient, which can now be optimized for efficient fulfillment rather 
than tax management

4. Unification of markets: GST has unified India into one large market 
by eliminating cross-border taxes, allowing retailers to explore and 
expand into  new markets with ease
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Figure 9 
GST collection across all sectors

Figure 10 
Pre-GST vs. Post-GST indirect tax structure

FY18 FY19 FY20

USD 106 Bn

USD 168 Bn
USD 175 Bn

Central Levies

Pre- GST Indirect Tax Structure Post- GST Indirect Tax Structure

State Levies

Excise
Duty

Service 
Tax

Central 
Sales 

Tax

Custom 
Duty

VAT

Electricity
Duty

Luxury 
Tax

Entry 
Tax

CGST SGST/ 
UTGST

GST

IGST
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The transition towards the GST regime of indirect taxation has witnessed 
positive shifts with respect to tax evasions as well. Pre-GST Indirect 
Tax structure was prone to circumvention that lead to high share of 
tax evasion within the Traditional Retail ecosystem. Sporadic research 
and hearsay accounts this evasion to be specific to retail category and 
clusters (believed to be as high as 30-40% in many cases). In the Post-GST 
Tax Structure willful tax evasion has come down. Research undertaken 
for this paper estimates that this willful tax evasion by Traditional Retailers 
to be around 8% and by distributors engaged in the retail trade to be 
around ~13% (Figure 11). However, 30% of the Traditional Retail sector also 
falls outside of the GST tax net due to the size and scale of many retail 
businesses to be below a certain threshold. 

On the other hand, the research has found that Modern Retail (either 
brick or in E-commerce) does not engage in any willful tax evasion. Nor 
are any exemptions of GST applicable on Modern Retailers. The two 
key parameters that currently define GST slabs for retail companies are 
Product Categories (with products falling in 5 distinct tax buckets), and 
the size of the manufacturing / trading entity. These parameters allow for 
some degree of exemption (especially for smaller businesses which make 
up the bulk of Traditional Retail), as well as avoidance of taxes due to 
under billing of goods. Modern Retail, by virtue of its formalized structure 
& value chain, access to IT infrastructure and scale provides for 100% 
compliance with GST rules. Therefore, while Traditional Retail is currently 
88% of the total Retail basket (in FY 20), its share in the GST collected 
from Retail sector is 63%. On the other hand, Modern Retail whose share 
in the overall retail is ~10% (in the four categories), contributes 37% of the 
GST collected from the Retail sector. Furthermore, Modern Retail’s share 
of GST collection is expected to grow to 48%, on a sales contribution of 
~15% in the next 5 years (Figure 11).
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Figure 11 
Share of Sales & GST Contribution

Traditional Retail

Share of Sales

GST Contribution

Modern Retail
(B&M)
E-commerce

Evasion Exemp�on
GST

Contribu�on Evasion Exemp�on
GST

Contribu�on

5.7%
4.1%

90%
2020 E 7.7%

7.5%

85%
2025 P

2020 E 2025 P

Modern B&M

E-commerce

Traditional 
Retail

Distributors

0

0

7.6%

12.1%

0

0

30.3%

0

21%
37% 48%

16%

41%

22%

0

0

5.1%

7.3%

0

0

30.1%

0

25%

23%

34%

18%

While GST has had an overall positive impact on the Indian retail industry, however, there are a few 
recommendations which would make implementation and compliance easier as well as improve 
GST collection.

1. Ease of Filing GST: Reducing the burden of compliance on businesses by reducing paperwork, 
bring transparency in rules, and ease of bookkeeping would allow companies to manage 
taxation more efficiently  and accurately

2. Rationalizing Tax Slabs: In categories such consumer durables, mobile phones, which have 
a wide price range and different value segments, GST rates can be segregated according to 
prices as is done apparel and lifestyle. Expanding the taxable base of GST by reducing evasions 
would make the task of rate rationalization  easier

3. Parity between e-commerce & B&M retailers: In order to widen and deepen the tax net by 
bringing participants of e-commerce (sellers) within the tax net, a new levy of 1% TCS (tax 
collected at source) on e-commerce transactions has been decided. This decision increases 
burden on sellers on such platforms  and is an additional compliance cost for the platform

4. Delay in Input Tax Credit: Under the current regime, ITC is available only on inputs which are 
used or linked to your taxable output. This results is blocking of working capital until a sale is 
registered, specially for businesses where the elapse period is long
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Non-conflicting roles

Unskilled resources

Modern Retail 

01.

04.

02.

03.

Traditional Retail and Modern Retail are 

going to co-exist and are expected to 

perform mutually non-conflicting roles

Tradition retail is and will continue to 

be a source of self-employment and an 

important social safety net, providing 

employment opportunities for unskilled 

resources, with ~65% of the jobs falling in 

this segment

Key creator of jobs 

GST collection 

Operational improvement 

05.

06.

07.

Modern retail is expected to emerge as a 

key creator of skilled & semi-skilled jobs 

with 97% of the jobs falling in these two 

segments (and more than half of those 

will be skilled employment opportunities), 

to support digital transformation of the 

sector and improvements in supply chain 

and last mile connectivity

Modern Retail is going to play a crucial 

role towards its share of GST collection 

from the retail sector. In FY 25, nearly half 

of GST collected from retail sector (in four 

categories that represent 85% of the total 

retail) will be contributed by Modern Retail

Towards this end, Modern Retail will need 

operational improvement with respect 

to ease of GST filing, rationalization of tax 

slabs, parity between E-commerce and 

B&M retailers 

While the growth of Traditional retail is 

going to be at a slower rate compared to 

that of Modern Retail, in absolute terms, 

its size will continue to increase from the 

current base of US$ 749 Bn in FY 20 to 

US$ 934 Bn in FY 25. On the other hand 

Modern Retail is expected to grow at a 

faster rate but on a low base of US$ 101 Bn

Accelerate digital commerce 
Modern Retail is expected to see a 

convergence between digital and 

E-commerce. While e-commerce majors 

are increasingly going to seek assisted 

commerce models involving traditional 

retailers, brick & mortar led modern 

retailers are expected to accelerate digital 

commerce efforts and leverage network 

synergies in logistics & supply chain 

Conclusions
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Key Assumptions

Glossary

1. This white paper is based on findings from a study undertaken by Technopak Advisors

2. The study covered 4 key retail categories (Food & Grocery, Fashion, Consumer Electronics, 
Home & Living) which form 85% of total retail in India

3. The study included primary research in the form of discussions and interviews with key 
stakeholders and industry experts across the domains of traditional retail, modern retail, 
e-commerce players, brand owners, distribution and supply chain players and allied 
services such as taxation management & logistics, as well as, secondary research and 
Technopak’s existing Body of Knowledge (BoK) pertaining to the retail industry

4. For the purpose of reporting, US Dollar to Rupee conversion is assumed to USD 1 = INR 75

ABBREVIATION DESCRIPTION

B&M BRICK AND MORTAR STORE

Bn BILLION

BoK TECHNOPAK’S BODY OF KNOWLEDGE

CAGR COMPOUND ANNUAL GROWTH RATE

Cr. CRORE (1 CRORE = 10 MN)

F&G FOOD & GROCERY

FY FINANCIAL YEAR

GST GOODS AND SERVICES TAX

INR INDIAN RUPEE (₹)

ITC Input Tax Credit

Mn Million

Tn. Trillion

USD US. Dollar

VAT Value added tax
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