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Abstract : The rapid The rapid growth of digital technologies has significantly transformed business operations worldwide, 

including accounting and financial management. In India, government initiatives such as Digital India, the Goods and Services 

Tax (GST), Unified Payments Interface (UPI), and increasing internet penetration have accelerated the digitalization of financial 

transactions among small retail businesses. Despite these developments, the adoption of digital accounting practices remains 

uneven across the small retail sector. Many retailers continue to rely on manual bookkeeping due to limited technological 

knowledge, financial constraints, and concerns regarding data security. This article examines the key factors influencing the 

adoption of digital accounting practices among small retail businesses in India. It explores technological, organizational, 

environmental, and individual factors that encourage or hinder adoption while highlighting the role of government policies and 

digital infrastructure. The study also discusses the benefits and challenges associated with digital accounting and provides 

recommendations for enhancing adoption among small retailers. 

IndexTerms –   Digital Accounting, Small Retail Businesses, India, Technology Adoption, Accounting Information Systems, 

GST, UPI, SMEs. 
_______________________________________________________________________________________________________ 

1. INTRODUCTION 

The Digital transformation has become a cornerstone of modern business management. Accounting, traditionally dependent on 

paper-based records and manual calculations, has evolved into a technology-driven function supported by cloud computing, 

artificial intelligence (AI), mobile applications, and integrated financial software. Digital accounting refers to the use of 

computerized systems and software applications to record, process, analyze, and report financial information efficiently and 

accurately. India has witnessed remarkable progress in digital financial services over the past decade. Government initiatives such 

as Digital India, Make in India, GST implementation, e-invoicing, and digital payment systems have encouraged businesses to 

adopt technology-enabled accounting systems. Affordable smartphones, cloud-based accounting software, and widespread 

internet availability have further supported this transformation. 

Small retail businesses form the backbone of the Indian economy, contributing significantly to employment generation, GDP 

growth, and local commerce. According to the Ministry of MSME, millions of retail enterprises operate across urban and rural 

India. However, many of these businesses continue to maintain handwritten account books or simple spreadsheet-based records. 

The transition to digital accounting is often slow because of limited financial resources, inadequate technical expertise, resistance 

to organizational change, and concerns over cybersecurity. Digital accounting offers numerous advantages, including improved 

accuracy, real-time financial reporting, better inventory management, simplified tax compliance, faster decision-making, and 

enhanced business transparency. Understanding the factors influencing its adoption is therefore essential for policymakers, 

software developers, financial institutions, and business owners seeking to improve the efficiency and competitiveness of small 

retail enterprises. Digital accounting refers to the application of digital technologies for managing accounting functions 

electronically. It includes Cloud accounting software, Mobile accounting applications, Electronic invoicing,  Digital bookkeeping, 

GST compliance software, automated payroll systems, Inventory management systems, Digital payment integration, financial 

analytics dashboards. Many popular accounting software used by Indian retailers such as TallyPrime, Zoho Books,Busy 

Accounting Software, Marg ERP, Vyapar QuickBooks (legacy users) and myBillBook. These platforms automate routine 

accounting activities while improving operational efficiency and financial transparency. 

 

2. REVIEW OF PREVIOUS STUDIES 

 Davis (1989) introduced the Technology Acceptance Model (TAM), proposing that Perceived Usefulness (PU) and Perceived 

Ease of Use (PEOU) are the primary determinants of technology acceptance. According to TAM, users are more likely to adopt 

a technology if they believe it improves performance and is easy to use. Digital accounting software is more likely to be adopted 

when retailers perceive it as beneficial and user-friendly. 

 Tornatzky and Fleischer (1990) introduced the Technology–Organization–Environment (TOE) framework suggests that 

technology adoption depends on three contexts: Technology, Organization and Environment. The TOE model has been 

extensively applied to studies on digital transformation and SME technology adoption. The framework provides a comprehensive 

basis for examining digital accounting adoption among Indian small retailers. 

 Venkatesh et al. (2003) introduced the Unified Theory of Acceptance and Use of Technology (UTAUT) identified several 

factors influencing technology adoption such as performance expectancy, effort expectancy, and social influence.  The study 

concluded that facilitating conditions significantly improve technology usage. 
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 Rogers (2003) introduced Diffusion of Innovation Theory explains how innovations spread through society. The five innovation 

characteristics influencing adoption are relative advantage ,compatibility complexity, trialability and observability  

Digital accounting adoption increases when software demonstrates clear advantages over manual accounting. 

 Oliveira and Martins (2011) researchers found that organizational readiness, competitive pressure, and technological 

infrastructure significantly influence technology adoption among SMEs. 

Their study emphasized the importance of managerial support and availability of technical resources. 

 Gangwar et al. (2015) investigated cloud computing adoption and concluded that organizational readiness, perceived usefulness 

top management support positively affect technology adoption. Cloud accounting adoption shares similar determinants. 

 Alshamaila et al. (2013) researchers examined cloud computing adoption among SMEs. 
Major findings included: Cost reduction motivates adoption, Security concerns discourage adoption, and Management support 

improves implementation. These findings are directly relevant to digital accounting software. 

 Gupta et al. (2018) investigated digital technology adoption in Indian SMEs. Major Findings includes Government initiatives 

encourage adoption, Digital infrastructure plays an important role and Lack of skilled manpower remains a major obstacle.  

 Ismail and King (2020) studied on Accounting Information Systems found that SMEs using computerized accounting 

demonstrated: Better financial reporting, Improved business planning, Faster decision making, Higher accounting accuracy. 
 Sharma and Gupta (2021)Indian retailers adopting GST-enabled accounting software experienced: 

o Reduced compliance burden  

o Better inventory management  

o Faster tax filing  

However, adoption remained lower among very small retailers because of cost and training limitations. 

 Kumar et al. (2022) identified major barriers to digital accounting adoption: 

o Lack of awareness  

o Limited digital skills  

o Financial constraints  

o Cybersecurity concerns  

o Resistance to organizational change  

Author(s) & 

Year 
Theory / Focus Area Key Findings Relevance to Present Study 

Davis (1989) 

Technology 

Acceptance Model 

(TAM) 

Perceived Usefulness (PU) and Perceived 

Ease of Use (PEOU) are the main 

determinants of technology adoption. 

Forms the theoretical foundation 

for examining digital accounting 

adoption among small retailers. 

Tornatzky & 

Fleischer 

(1990) 

Technology–

Organization–

Environment (TOE) 

Framework 

Technology adoption depends on 

technological, organizational, and 

environmental factors. 

Provides a comprehensive 

framework for studying digital 

accounting adoption in SMEs. 

Venkatesh et 

al. (2003) 

Unified Theory of 

Acceptance and Use of 

Technology (UTAUT) 

Performance expectancy, effort expectancy, 

social influence, and facilitating conditions 

significantly influence technology adoption. 

Highlights additional behavioral 

and organizational factors 

affecting digital accounting 

adoption. 

Rogers (2003) 
Diffusion of Innovation 

(DOI) Theory 

Relative advantage, compatibility, 

complexity, trialability, and observability 

influence innovation adoption. 

Explains how characteristics of 

digital accounting software 

encourage adoption. 

Oliveira & 

Martins 

(2011) 

SME Technology 

Adoption 

Organizational readiness, competitive 

pressure, and technological infrastructure 

significantly affect technology adoption. 

Emphasizes organizational 

preparedness and competitive 

environment for digital 

accounting implementation. 

Alshamaila et 

al. (2013) 

Cloud Computing 

Adoption in SMEs 

Cost reduction encourages adoption, while 

security concerns hinder adoption; 

management support improves 

implementation. 

Demonstrates factors influencing 

cloud-based digital accounting 

systems. 

Gangwar et al. 

(2015) 

Cloud Computing 

Adoption 

Organizational readiness, perceived 

usefulness, and top management support 

positively influence technology adoption. 

Supports the importance of 

organizational and technological 

factors in digital accounting 

adoption. 

Gupta et al. 

(2018) 

Digital Technology 

Adoption in Indian 

SMEs 

Government initiatives and digital 

infrastructure promote adoption, whereas 

lack of skilled manpower is a major barrier. 

Highlights the role of government 

support and digital readiness in 

India. 

Ismail & King 

(2020) 

Accounting 

Information Systems 

Computerized accounting improves 

financial reporting, business planning, 

decision-making, and accounting accuracy. 

Demonstrates the benefits of 

adopting digital accounting 

systems. 

https://ijnrd.org/
http://www.ijnrd.org/


INTERNATIONAL JOURNAL OF NOVEL RESEARCH AND DEVELOPMENT (IJNRD) 
© 2026 IJNRD | Volume 11, Issue 7, July 2026 | ISSN: 2456-4184 | IJNRD.ORG 

 

IJNRD2607436 IJNRD - International Journal of Novel Research and Development (www.ijnrd.org) 

 

 

e395 

Author(s) & 

Year 
Theory / Focus Area Key Findings Relevance to Present Study 

Sharma & 

Gupta (2021) 

GST-enabled Digital 

Accounting 

GST accounting software reduces 

compliance burden, improves inventory 

management, and speeds up tax filing; cost 

and training remain barriers for small 

retailers. 

Shows the practical advantages 

and challenges of digital 

accounting adoption in Indian 

retail businesses. 

Kumar et al. 

(2022) 

Barriers to Digital 

Accounting Adoption 

Major barriers include lack of awareness, 

limited digital skills, financial constraints, 

cybersecurity concerns, and resistance to 

change. 

Identifies the key challenges that 

need to be addressed for 

successful digital accounting 

adoption. 

 

Table 1. Research Papers Findings 

 

3. IMPORTANCE OF DIGITAL ACCOUNTING FOR SMALL RETAIL BUSINESSES 

Digital accounting has become essential for small retail businesses as it enhances the efficiency, accuracy, and transparency of 

financial management. It enables retailers to maintain real-time financial records, comply with tax regulations such as GST, and 

reduce errors associated with manual bookkeeping. By automating routine accounting tasks and providing timely financial 

insights, digital accounting supports informed decision-making, improves operational performance, and strengthens business 

competitiveness. Furthermore, it facilitates business growth by improving financial control, enhancing customer service, and 

enabling small retailers to adapt to India's rapidly evolving digital economy. 

 

Fig.1. Importance of Digital Accounting 

 

3.1 Improved Accuracy 

One of the primary advantages of digital accounting is the significant improvement in the accuracy of financial records. Traditional 

manual bookkeeping is prone to human errors such as incorrect calculations, duplicate entries, misplaced records, and omissions. 

Digital accounting software automates calculations, records transactions systematically, and minimizes the chances of mistakes. 

Automated reconciliation of bank transactions and built-in validation features further ensure that financial data remain consistent 

and reliable. As a result, business owners can maintain accurate financial statements, which are essential for effective financial 

planning, taxation, and decision-making. 

3.2 Time Efficiency 

Digital accounting considerably reduces the time required to perform routine accounting activities. Tasks such as recording daily 

sales, generating invoices, maintaining ledgers, calculating taxes, processing payroll, and preparing financial statements can be 

completed within minutes through automation. Instead of spending several hours updating paper records or spreadsheets, retailers 

can access financial information instantly. This time saving enables business owners to focus more on core business activities 

such as customer service, inventory management, marketing, and business expansion, thereby improving overall operational 

efficiency. 

3.3 GST Compliance 

The implementation of the Goods and Services Tax (GST) has made digital record-keeping increasingly important for Indian 

businesses. Digital accounting software automatically calculates GST based on applicable tax rates, generates GST-compliant 

invoices, maintains purchase and sales registers, and prepares returns required for filing with government authorities. Many 

accounting applications also provide automatic updates whenever GST regulations change, reducing the risk of non-compliance 

and penalties. Consequently, digital accounting simplifies tax administration while ensuring timely and accurate compliance with 

statutory requirements. 

 

 

https://ijnrd.org/
http://www.ijnrd.org/


INTERNATIONAL JOURNAL OF NOVEL RESEARCH AND DEVELOPMENT (IJNRD) 
© 2026 IJNRD | Volume 11, Issue 7, July 2026 | ISSN: 2456-4184 | IJNRD.ORG 

 

IJNRD2607436 IJNRD - International Journal of Novel Research and Development (www.ijnrd.org) 

 

 

e396 

3.4 Better Decision-Making 

Digital accounting systems provide business owners with real-time access to financial information, enabling them to make 

informed and timely decisions. Financial dashboards and automated reports offer insights into sales performance, profit margins, 

operating expenses, inventory levels, cash flow, and outstanding receivables. Retailers can easily identify profitable products, 

monitor business performance, forecast future demand, and control unnecessary expenditures. Access to accurate and up-to-date 

financial information supports strategic planning, resource allocation, and overall business growth. 

3.5 Cost Reduction 

Although digital accounting software may require an initial investment, it substantially reduces long-term operational costs. Cloud-

based accounting solutions eliminate the need for extensive paperwork, physical storage of records, and manual data entry, thereby 

lowering administrative expenses. Automation also reduces the need for repetitive accounting tasks, saving labor costs and 

increasing employee productivity. Furthermore, timely financial reporting and accurate tax calculations help businesses avoid 

penalties arising from accounting errors or delayed compliance. Overall, digital accounting contributes to greater cost efficiency 

and improved profitability. 

3.6 Enhanced Security 

Digital accounting systems provide a higher level of security compared to traditional paper-based records. Most modern 

accounting software uses advanced encryption techniques, password protection, multi-factor authentication, and secure cloud 

storage to safeguard sensitive financial information. Regular automatic backups ensure that business data can be recovered even 

in the event of hardware failure, accidental deletion, natural disasters, or theft. Additionally, access control features allow business 

owners to define user permissions, ensuring that confidential financial information is accessible only to authorized personnel. 

3.7 Business Growth 

Efficient financial management through digital accounting creates a strong foundation for sustainable business growth. Accurate 

financial records improve the credibility of businesses when applying for bank loans or seeking financial assistance from investors. 

Better inventory management helps retailers maintain optimal stock levels, reducing both shortages and excess inventory. Faster 

billing and seamless integration with digital payment systems enhance customer satisfaction and improve operational efficiency. 

Moreover, detailed financial insights enable retailers to identify growth opportunities, expand their product offerings, and make 

strategic investment decisions. Consequently, digital accounting not only improves day-to-day operations but also strengthens the 

long-term competitiveness and sustainability of small retail businesses. 

 
4. Factors Influencing the Adoption of Digital Accounting 

The adoption of digital accounting by small retail businesses is influenced by several technological, organizational, and 

environmental factors. Perceived usefulness and ease of use encourage business owners to adopt digital accounting systems. 

Organizational readiness, including financial resources, employee skills, and management support, also plays a crucial role. 

External factors such as government initiatives, GST compliance requirements, competitive pressure, and the availability of 

affordable digital solutions further promote adoption. Additionally, concerns related to data security, internet connectivity, and 

implementation costs may influence the decision to adopt digital accounting technologies. 

4.1 Technological Factors 

Technological factors refer to the features and capabilities of digital accounting systems that influence their adoption by 

businesses. Perceived usefulness, ease of use, system reliability, and compatibility with existing business processes encourage 

organizations to adopt digital accounting software. The availability of secure cloud-based platforms, internet connectivity, and 

technical support further enhances user confidence. In addition, advanced features such as automation, real-time reporting, and 

data backup improve operational efficiency and promote the successful adoption of digital accounting. 

 

 

 
Fig.2. Technological Factors 

 
a. Perceived Usefulness 

Perceived usefulness refers to the extent to which retailers believe that digital accounting systems improve their business 

performance. When business owners find that the software enhances productivity and simplifies financial management, they are 

more willing to adopt it. Digital accounting enables faster billing, accurate tax calculations, better inventory management, and 

reduced manual accounting work. These benefits improve operational efficiency, save time, and support informed business 

decisions. 
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b. Perceived Ease of Use 

Perceived ease of use refers to the degree to which digital accounting software is easy to learn and operate. A simple, user-friendly 

interface encourages retailers, especially those with limited technical knowledge, to adopt the system. Features such as easy 

navigation, automated processes, and clear instructions reduce the learning curve. On the other hand, complex software with 

difficult interfaces may discourage first-time users and delay adoption. 

c. Compatibility 

Compatibility refers to the ability of digital accounting software to integrate smoothly with existing business processes and 

technologies. Retailers prefer systems that work seamlessly with GST portals, UPI payment platforms, banking systems, and 

inventory management software. High compatibility reduces implementation difficulties and minimizes disruptions in daily 

operations. As a result, businesses can manage financial transactions more efficiently and improve overall productivity. 

d. Data Security 

Data security is a major concern influencing the adoption of digital accounting systems. Retailers need assurance that their 

financial information is protected from hacking, financial fraud, unauthorized access, and data breaches. Digital accounting 

software with strong encryption, secure cloud storage, regular backups, and user authentication increases trust among users. A 

secure system encourages businesses to adopt and continue using digital accounting solutions. 

e. Cost of Technology 

The cost of technology plays a significant role in the adoption of digital accounting, particularly for small retail businesses. 

Expenses such as software subscription fees, hardware purchases, internet connectivity, and employee training can influence 

adoption decisions. Businesses are more likely to adopt affordable and scalable cloud-based accounting solutions that require 

lower initial investment. Cost-effective technologies help retailers improve financial management without placing a heavy 

financial burden on the business. 

4.2 Organizational Factors 

Organizational factors refer to the internal characteristics and resources of a business that influence the adoption of digital 

accounting systems. These include management support, organizational readiness, availability of financial and technical resources, 

and employee skills. Businesses with adequate infrastructure and trained staff are more likely to implement digital accounting 

successfully. Strong organizational commitment also helps overcome resistance to change and ensures effective use of digital 

accounting software. 

a. Owner's Educational Background 

The educational background of business owners plays an important role in the adoption of digital accounting systems. Owners 

with higher levels of education are generally more aware of the benefits of digital technologies and are more willing to adopt 

them. They can better understand accounting software, financial reports, and regulatory requirements. As a result, educated owners 

are more likely to implement digital accounting practices successfully. 

b. Digital Literacy 

Digital literacy refers to the ability of business owners and employees to effectively use computers, smartphones, and digital 

applications. Higher digital literacy increases confidence in using accounting software and other digital tools. It reduces the fear 

of technology and minimizes errors during implementation. Consequently, businesses with digitally skilled users are more likely 

to adopt digital accounting systems. 

c. Employee Skills 

Employee skills significantly influence the successful implementation of digital accounting systems. Staff members who are 

trained in accounting software can perform financial tasks more accurately and efficiently. Skilled employees require less 

supervision and adapt quickly to technological changes. Therefore, employee training and technical competence are essential for 

successful digital accounting adoption. 

d. Financial Resources 

Financial resources determine a business's ability to invest in digital accounting technologies. Businesses with sufficient financial 

capacity can afford software subscriptions, hardware, employee training, and internet services. Adequate financial support also 

allows for regular software updates and technical maintenance. Consequently, financially stronger businesses are more likely to 

adopt and sustain digital accounting systems. 

e. Organizational Readiness 

Organizational readiness refers to the availability of the necessary infrastructure and resources required for implementing digital 

accounting. This includes computers, smartphones, reliable internet connectivity, and technical support. A well-prepared 

organization can integrate digital accounting systems with minimal disruption to business operations. Higher organizational 

readiness increases the likelihood of successful adoption and long-term use of digital accounting technologies. 

4.3 Environmental Factors 

Environmental factors refer to the external conditions that influence the adoption of digital accounting systems by businesses. 

These include government policies, regulatory requirements, competitive pressure, technological advancements, and customer 

expectations. Supportive initiatives such as Digital India, GST implementation, and the growing use of digital payment systems 

encourage businesses to adopt digital accounting. A favorable external environment helps organizations improve efficiency, 

ensure compliance, and remain competitive. 
a. Government Policies 

Government policies play a significant role in promoting the adoption of digital accounting among small retail businesses. 

Initiatives such as Digital India, GST implementation, MSME Digital Schemes, UPI ecosystem, and Startup India encourage 

businesses to adopt digital technologies. These programs provide financial incentives, digital infrastructure, and awareness about 

technology adoption. Supportive government regulations also simplify tax compliance and promote digital financial transactions. 

b. Competitive Pressure 

Competitive pressure motivates retailers to adopt digital accounting systems to remain efficient and relevant in the market. As 

more businesses embrace digital technologies, retailers must modernize their operations to meet customer expectations. Customers 
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increasingly prefer digital receipts, online payment options, and quick billing services. Adopting digital accounting helps 

businesses improve service quality, operational efficiency, and overall competitiveness. 

c. Vendor Support 

Vendor support is an important environmental factor influencing the successful adoption of digital accounting systems. Reliable 

software vendors provide installation assistance, user training, technical support, and regular software updates. Continuous support 

helps businesses resolve technical issues quickly and ensures smooth system operation. Strong vendor relationships increase user 

confidence and encourage the long-term use of digital accounting software. 

d. Internet Infrastructure 

Reliable internet infrastructure is essential for the effective use of cloud-based digital accounting systems. High-speed broadband 

and stable mobile internet enable real-time financial transactions, data synchronization, and online tax filing. In rural and remote 

areas, poor internet connectivity can become a major barrier to adoption. Improved digital infrastructure enhances accessibility 

and supports the widespread implementation of digital accounting technologies. 

 

4.4 Individual Factors 

Individual factors refer to the personal characteristics and perceptions of users that influence the adoption of digital accounting 

systems. These include digital literacy, knowledge, experience, attitude toward technology, and willingness to learn new 

systems. Users with higher confidence and technical skills are more likely to adopt and effectively use digital accounting 

software. Positive user perceptions and adequate training play a crucial role in successful implementation. 

a. Attitude toward Technology 
An individual's attitude toward technology greatly influences the adoption of digital accounting systems. Business owners who 

view technology as useful and beneficial are more willing to implement digital solutions. Positive attitudes encourage learning, 

experimentation, and acceptance of new software. Conversely, negative perceptions and fear of technology often create resistance 

to digital transformation. 

b. Trust 

Trust is a critical factor in the adoption of digital accounting technologies. Retailers must have confidence in cloud platforms, 

banks, software vendors, and digital payment systems to safeguard their financial information. Secure transactions, data privacy, 

and reliable system performance strengthen user trust. Higher levels of trust encourage businesses to adopt and continue using 

digital accounting solutions. 

c. Previous Experience 

Previous experience with digital technologies positively influences the adoption of digital accounting systems. Retailers who have 

already used smartphones, digital payment applications, or online banking are generally more comfortable with accounting 

software. Familiarity with digital tools reduces learning difficulties and increases confidence in using new technologies. As a 

result, prior digital experience accelerates the adoption of digital accounting in small retail businesses. 

 

5. Future Prospects 

The future of digital accounting in India is promising. Emerging technologies such as Artificial Intelligence (AI), Machine 

Learning (ML), Blockchain, Robotic Process Automation (RPA), Optical Character Recognition (OCR), and predictive analytics 

are expected to revolutionize accounting processes. Integration of digital accounting software with GST systems, banking 

platforms, e-commerce marketplaces, and digital payment ecosystems will further simplify financial management for small 

retailers. As digital literacy improves and software becomes more affordable, adoption is likely to increase significantly, 

contributing to greater financial inclusion and business sustainability. 

 

6. CONCLUSION 

The adoption of digital accounting among small retail businesses is influenced by a combination of technological, organizational, 

environmental, and individual factors. Technological factors such as perceived usefulness, ease of use, compatibility, data security, 

and affordability encourage businesses to adopt digital solutions. Organizational factors, including the owner's educational 

background, digital literacy, employee skills, financial resources, and organizational readiness, determine the organization's 

capability to implement these technologies successfully. Environmental factors such as supportive government policies, 

competitive pressure, vendor support, and reliable internet infrastructure create a favorable ecosystem for digital transformation. 

Furthermore, individual factors like a positive attitude toward technology, trust in digital platforms, and previous experience with 

digital tools significantly influence users' willingness to adopt digital accounting. Together, these factors contribute to the 

successful implementation and sustained use of digital accounting systems, ultimately improving operational efficiency, financial 

management, and the long-term competitiveness of small retail businesses. 
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