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ABSTRACT

India has got a well-structured and simplified taxation system, where authoritative segregation has
been done among the Central government, state governments and local bodies. But with the
implementation of GST, the harmonization of tax rules, regulations, rates, processes and
procedures across the states was expected to improve the ease of doing business in India. The
removal of cascading of taxes and transaction costs associated with inter-state transactions was
also expected to encourage investment and therefore, the economic growth of country. With the
objective of the impact assessment of Goods and Services Tax on shopkeepers the present study
was carried out. The study was conducted in Hisar city of Haryana state where the findings
highlighted that shopkeepers had highly increased tax burden and legal compliances, followed by
increase in workers hiring capacity and no impact on ease of doing business, no loss and
transparency in business. Further, results also showed that there was decrease in profit as they
have to pay taxes more than 6 times in a year. With the implementation of GST, shopkeepers were
having constraint in filing GST as now is getting a complicated process and due to changing GST
rates they were facing high competition amongst the market.
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1. INTRODUCTION

India has got a well-structured and simplified
taxation system, wherein an authoritative
segregation has been done among the Central
and State Governments as well as the Local
Bodies. For the last 15 vyears, India has
witnessed tremendous reformations in its
taxation system. Apart from rationalization of the
tax rates, simplification of taxation laws has also
been done during the previous decade. However,
the final rationalization of taxes i.e. GST has
been made, as per the recommendation of
Kelkar Committee in 2004. According to this
committee, GST all over India would be in the
nature of a revolution in India’s indirect tax
structure because GST will merge all Indirect
Taxes imposed by the centre and states into one,
so there is One Nation One Tax. As such GST
would substantially bring down the cascading
burden of various Indirect Taxes that were
imposed by centre and state together which falls
on the final consumer. Evidently, GST was
expected to be a destination based Tax imposed
on final consumption where a commodity is sold
or a service is rendered. It has been proposed
that GST revenues shall be shared between the
centre and states as all other Indirect Taxes
would be subsumed in GST.

The new tax regime was ushered by India’s
honorable Prime Minister and President under
the One Hundred and First amendment of the
constitution of India, officially known as the
constitution (One Hundred and First Amendment)
Act, 2016, in the parliament which came into
force on 1% July 2017. The GST unifies the
country’s USD 2 ftrillion economy and 1.3 billion
people into a common market [1]. GST has
changed the whole scenario of previous Indirect
Tax Systems with its current dynamics.

GST was brought into action with the
amalgamation of Central and State taxes into a
single tax payment. This taxation system was
expected to enhance the position of India in both,
domestic as well as international market. It was
estimated that at the consumer level, GST would
reduce the overall tax burden, which is currently
been estimated at 25-30%. Today India follows
dual system of GST including CGST and SGST.
GST is a dual taxation power bestowed on union
and state governments. There are three taxes
applicable under GST: Central GST (CGST),
State GST (SGST), and Integrated GST (IGST).

CGST is collected by the central government on
an intra-state sale (within state), SGST is
collected by the state government on an intra-
state sale (within state), and IGST is collected by
the central government for inter-state sale (state
to state). GST is levied on each of these stages
which make it a multi-stage tax.

Under GST, the consumer pays the last stage
tax but with an efficient input tax credit system
ensures that there is no cascading of taxes (i.e.
tax on tax paid on inputs that go into
manufacture of goods). In order to avoid these
payments of multiple taxes such as excise duty
and service tax at Central level and VAT at the
State level, GST has unified these taxes and
created a uniform market throughout the country.
Integration of various taxes into GST has brought
an effective cross-utilization of credits. Previous
system aimed to taxes the production but now
GST is aiming to tax on consumption.
Harmonization of tax rules, regulations, rates,
and processes across states was expected to
improve ease of doing business in India. The
removal of cascading of taxes and transaction
costs associated with inter-state transactions
was expected to encourage investment and
therefore, economic growth. GST is expected to
provide relief to producers and consumers by
providing wide and comprehensive coverage of
tax credit set off. Furthermore, efficient
formulation of GST will lead to resource and
revenue gain for both Centre and States. It could
be further concluded that GST would have a
positive impact on Indian sectors and industry

[].

Goods and Services Tax (GST) will include One
Tax One Nation which was governed by a GST
council and its chairman (Ministry of Finance
Minister). Under GST, goods and services were
taxed at following rates, O per cent, 5 per cent,
12 per cent, 18 percent and 28 percent.
According to GST council, decisions were made
at a faster rate making customers and
shopkeepers difficult to understand the scenario
and its functionality. Nevertheless the new
features in the regime are making it more
complicated to comprehend and understand
which is eroding GST's strongest feature i.e. its
simplicity and transparency. In addition to that,
tax (cess) of 15 per cent, 22 per cent and 28 per
cent or other rates on top of 28 per cent GST
applies on few items like aerated drinks, luxury
cars and tobacco products (Anonymous a).GST



council recently introduced two more highly
specific rates: A nominal 0.25 per cent for rough
diamonds and 3 per cent for gold. Recent
meeting took this a step further and introduced
yet another rate of 1 per cent for the sale of
under-construction affordable houses. So, from
what should have at most been three rates, now
we have eight.

Implementation of GST will help and ease the
process of starting business in India. It allows
small and medium businesses to do business
with ease in India, due to less complexity. Earlier,
it was a very confusing process as every
business had required to do VAT registration,
which differs in every state, and the rules and
regulations are different. However, under GST,
the businesses have to only register for GST
which will have a centralized process, similar to
service tax. Thus, each tax person would be
allotted a PAN-linked taxpayer Identification
Number (TIN) with a total of 13/15 digits [2].

The success of this tax will depend on the
factors like technology in terms of quality
software, the readiness of industry to adopt it
quickly and capacity of officials to do trouble
shooting as and when the problems arise. The
world business community watches steps that
were taken at policy level closely in terms of
their potential to increase the ease of doing
business [3].
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Since the implementation of GST, few studies
have been carried out to know the impact of GST
on shopkeepers. So, the study aims to bring
together the detailed household products dealt
by them and how it has impacted their lives.
Keeping above factors in mind the present study
was designed to assess the “Impact Assessment
of Goods and Services Tax (GST) on
Shopkeepers” with the following objectives:

l. To find out the differences between
previous taxes and GST paid by the shop-
keepers dealing in household products.

Il. To ascertain the impact of GST on
shopkeepers.

2. METHODOLOGY

The study was carried out purposively in Hisar
city of Haryana state from four markets i.e.
Rajguru, PLA, Red square and Auto market were
selected randomly. 30 shopkeepers dealing in
each household product section viz. Food,
Clothing, Electrical appliances and equipments,
Medical and cosmetics, Communication and
transportation etc. were selected randomly; thus,
making the total sample of 150 shopkeepers.
Data was collected individually from all the
shopkeepers through a well-structured schedule
i.e. Questionnaire was used as a tool for data
collection. Frequency, percentages, weighted
mean score, rank were used for data analysis.

LOCALE OF THE STUDY
v
STATE HARYANA PURPOSIVELY
- = * - -
DISTRICT HISAR PURPOSIVELY
N
v v v v
e RAJGURU RED SQUARE PLA AUTO MARKET —
MarkeT'S Rf«mdnm]v
v v v v )
FOOD CLOTHING ELECTRICAL MEDICAL COMMUNICATION
(30) (30) APPLIANCES AND AND
AND COSMETICS TRANSPORTATION
EQUIPMENTS (30) (30)
(30)

Fig. 1. Sampling procedure of respondents



3. RESULTS

The results of the study has been divided into
three sections i.e. the household products dealt
by the respondents, the differences in the
previous indirect taxes and GST paid by the
shopkeepers followed by the impact of GST on
shopkeepers.

3.1 Household
Respondents

Product Dealts by

Table 1 reveals that In food section, most of the
respondents were from grocery and sweets and
namkeen shops (23.3% each), followed by fast
food shops (20%) and bakery and confectionary
shops (13.3%), each packaged foods and super
stores (10% each) respectively.
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In clothing section, most of the respondents were
from women’s and men’s fabric, women’s
readymade garments and saree center shops
(13.3% each) respectively, which was followed
by men’s readymade garments and handloom
shops (10% each) and regarding undergarments,
hosiery, matching center and school uniforms
shops (6.6% each) respectively.

Regarding electrical appliances and equipment,
equal number of respondent (33.3%) were from
electronic goods, equipment and utensils and
crockery shops respectively.

As regards medical and cosmetics, 33.3 per cent
of respondents were covered equally from
medical halls, cosmetic shops and general stores
respectively.

Table 1. Household products dealt by respondents (n=150)

Household products (%)
Food (n=30)

Grocery 7(23.33)
Packed foods 3(10.00)
Bakery and Confectionary 4(13.33)
Fast food 6(20.00)
Sweets and namkeen 7(23.33)
Super stores 3(10.00)
Clothing (n=30)

Women'’s fabric 4(13.33)
Men'’s fabric 4(13.33)
Readymade garments (Men) 3(10.00)
Readymade garments (Women) 4(13.33)
Under garments 2(6.66)
Hosiery 2(6.66)
Handloom 3(10.00)
Matching center 2(6.66)
Saree center 4(13.33)
School uniforms 2(6.66)
Electrical appliances and equipments (n=30)

Electrical appliances 10(33.33)
Equipments and utensils 10(33.33)
Crockery 10(33.33)
Medical and cosmetics (n=30)

Medical halls 10(33.33)
Cosmetics shops 10(33.33)
General stores 10(33.33)
Communication and transportation (n=30)

Two wheelers 3(10.00)
Three wheelers 2(6.66)
Four wheelers 4(13.33)
Mobile phones 8(26.66)
Computer/ Laptops 7(23.33)
Spare parts 6(20.00)

Note: Multiple Responses Table. Figures in parenthesis are percentages
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Table 2. Differences in previous taxes and Goods and Services Tax (GST) paid by the

respondents
Household products Previous taxes (%) GST (%)
Food
1. Grocery 0 0
2. Packaged foods 8 5
3. Bakery and confectionary 15 5
4. Fast food 17 5
5. Sweets and namkeen (non branded) 0 5
6. Sweets and namkeen (Branded) 12 5
Clothing
1. Women'’s fabric 5 5
2. Men'’s fabric 5 5
3. Readymade garments (Women) 18 5-12
4. Readymade garments (Men) 18 5-12
5. Under garments 0 5-12
6. Hosiery 5 5-12
7. Handloom 0 5
8. Matching center 12 5
9. Saree center 12 5
10. School uniforms 5 5
Electrical appliances and equipments
1. Electrical goods 26 18
2. Equipments and utensils 18.5 5-12
3. Crockery 22 18
Medical and cosmetics
1. Medical halls 18 0-18
2. Cosmetics 16 0-18
3.  Jewellery (gold) 8 3
Communication and transportation
1. Two wheelers 18 18
2. Three wheelers 22.5 28
3. Four wheelers 21-24 28
4. Mobile phones 15 18
5. Computer/ Laptops 14-15 12
6. Spare parts 15 28

Communication and transportation, most of
respondents were from mobile phones shops
(26.6%), followed by computer/laptops shops
(23.3%), and spare parts shops (20%). Further,
13.3 per cent of respondents were from four
wheelers whereas, 6.6 percent and 10 percent
from three and two wheelers respectively were
under the communication and transportation
section.

3.2 Differences in Previous Taxes and
GST Paid by Respondents

This section deals with the differences between
the previous indirect taxes and GST in different
sections of household products paid by the
shopkeepers. The information has been collected
and tabulated from the respondents itself.

Information on differences between the previous
taxes and GST paid by the respondents is been
presented in Table 2. It could be seen from Table

2 that food items of daily use has been kept at
lower tax slab rates or with no GST. There was
no effect on the grocery items (zero to Nil).
Further, there was decrease in tax related to the
packaged food products from 8 per cent to 5 per
cent, bakery and confectionary rates has also
been reduced after GST i.e. 15 per cent to 5 per
cent since fast food tax rates were being reduced
from 17 per cent to 5 percent, sweets and
namkeen for non-branded has been increased
from zero to 5 per cent and for branded they are
been reduced from 12 per cent to 5 per cent
respectively on food items section.

In clothing category, it could be observed from
the data in Table 2 that there is no change in tax
rate for women and men’s fabric (whole cloth)
whereas, the rates were reduced for the ready-
made garments (both men and women) from 18
per cent to 5-12 per cent, followed by the
garments of below Rs 1000 GST was fixed at 5
per cent and for garments above Rs 1000 GST



was fixed at 12 per cent. It can also be seen from
the Table that there is increase in tax on under-
garments  (5-12%), hosiery (5-12%) and
handloom (5%) respectively. The taxes were also
been reduced for the matching center and saree
center and fixed at 5 per cent. It is evident from
the Table that there has been no effect on school
uniforms (5%).

Regarding electrical appliances and equipments,
data shows that the tax rates has been reduced
in general as for electrical goods, there has been
a decrease of 8 per cent, as earlier there was 26
per cent tax but, now GST has been fixed at 18
per cent. For equipments and utensils, there is
decrease of 6 per cent, as earlier tax was 18.5
per cent but, now GST has been fixed to 5 to 12
per cent. For the crockery, there is 4 per cent tax
reduction as earlier tax was paid at 22 per cent
and now, it has been put at 12 per cent tax slab
respectively.

Further exploration of Table 2 reveals that in
medical and cosmetics, there has been no
impact in the medical halls and cosmetics as a
range is set for these products at zero per cent, 5
per cent, 12 percent and 18 percent respectively
according to their usage pattern but luxury and
branded products were being put at 18 per cent.
It can also be seen from the Table that gold
jewellery has been put at a special category of 3
per cent tax slab collected from the customers
and additional tax of 5 per cent is collected from
the shopkeepers by the manufacturers.

For communication and transportation, Table 2
elucidates that there has been no change in tax
rates for the two wheelers but there was an
increase of 6 per cent for the three wheelers i.e.
from 22.5 per cent to 28 per cent. Further, four
wheelers there has been an increase in GST, as
earlier it was put under 24 percent but, now 28 per
cent tax is being collected with extra cess for the
luxurious cars, with a increase in tax rates of
mobile phones from 15 percent to 18 percent and
2 percent decrease in tax rates of
computers/laptops i.e. 14 per cent to 12 per cent
whereas, tax rates for spare parts had been
significantly increased from 15 per cent to 28 per
cent.

Tax slabs was decreased in electrical goods,
equipment’s and utensils and crockery. As
regards of medical and cosmetics, there were
changes in GST tax rates for medical halls and
increase in cosmetics. Furthermore, there was
decrease in the gold jewelry. Similar findings for
this has been reported by Kinjal et al. [4] where

Semwal et al.; AIR, 21(4): 1-9, 2020; Article no.AIR.54016

in their study they sated that GST would have a
positive impact on Indian pharmaceutical
companies as it would decrease the
manufacturing price and will help in easy going of
business. A drug price control was issued to
make sure that cost of vital medicines are fixed in
such a way that they are affordable for everyone.
The findings of the present study were also in
line with Kuruvilla et al. [5].

Further exploration in communication and
transportation showed that there was no change
in two wheelers tax rate. Whereas, there was
increase in three wheelers, four wheelers, mobile
phones and their spare parts respectively.
Similar findings had been reported by Saravana
and Kirubagaran [6] that GST in the automobile
industry had proven to be very profitable to
consumers, companies and shopkeepers. There
are many changes that have been constantly
made ensuring simplicity in the tax system.

3.3 Impact Assessment of Goods and
Services Tax (GST) on Shopkeepers

On the basis of five Continuum scale aspects
was covered and impact were noticed in the
markets of Hisar. As Table 3, points out that
majority of respondents (I* Rank) had felt that
there has been an increased tax burden and
legal compliances, which was followed by an
increase in workers hiring capacity after GST
implementation (IInd Rank), followed by no impact
on ease of doing business (IlI" Rankz and no
impact on loss in business (IV" Rank)
respectively.

Further data in Table also revealed that there
was no impact on transparency of doing
business (Vth Rank), followed by no impact on
Annual turnover of shopkeepers (VI™ Rank), no
impact on customer’s frequency (VIIth Rank) and
slight decrease in profit of respondents (VIIIth
Rank) respectively.

Findings of the study unveiled that majority of
respondents had highly increased impact on tax
burden and legal compliances and no impact on
ease of doing business. Similar findings were
been reported by Agarwal et al. [7] where they
that there was an increase in tax burden for the
small and medium businesses as there is
increase in filing of number of returns.
Furthermore, the results of this study were in
agreement with the study of Nayyar and Singh
[8]. In the study, results revealed that there was
increase in workers hiring capacity. Similar
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Table 3. Impact assessment of Goods and Services Tax (GST) on shopkeepers

(N= 150)

S.No. Aspects Responses Weighted Rank
Highly Increased (5) Increased (4) No Decreased Highly Mean score
Impact (3) (2) Decreased (1)

1. Transparency 23 (15.33) 41 (27.33) 64 (42.66) 13 (8.66) 9 (6.00) 3.37 \%
2, Annual turnover 15 (10.00) 27 (18.00) 82 (54.66) 19 (12.66) 7 (4.66) 3.16 VI
3. Profit 9 (6.00) 29 (19.33) 31 (20.66) 48 (32.00) 33 (22.00) 2,55 Vil
4, Loss 28 (18.66) 33 (22.00) 69 (46.00) 11 (7.33) 9 (6.00) 3.40 v
5. Customers frequency 12 (8.00) 17 (11.33) 83 (55.33) 22 (14.66) 16 (10.66) 2.91 Vil
6. Workers hired 39 (26.00) 66 (44.00) 26 (17.33) 14 (9.33) 5(3.33) 3.80 Il
7. Tax burden and legal compliances 71 (47.33) 54 (36.00) 15(10.00) 7 (4.66) 3 (2.00) 4.24 |
8. Ease of doing business 42 (28.00) 39 (26.00) 62 (41.33) 5(3.33) 2 (1.33) 3.76 Il

Figures in parenthesis shows percentages



findings were being reported by Agarwal et al. [7]
concluded that there was three times increase in
hiring of tax practitioners to file the taxes and
returns. Further, results indicated that there was
no impact on transparency but the statement
were contradictory as reported by Jayalaxhmi
and Venkateswarlu [9] that there would be
transparency that will also reduce the compliance
cost. Further, results revealed that there was no
impact in customer’s frequency and similar
findings were in line with Al-dalaein and Al-
kasasbeh [10] that there was no increase in
sales after the GST implementation as it was
same, thus no change were observed in the
purchasing behavior. Further, most of the
respondents responded that there was no impact
on ease of doing business but the contradictory
findings had been reported by Khurana and
Sharma [11] that there will be ease in doing
business and exports of the goods and services
after GST implementation. In the study results
showed that there was no impact regarding the
profit.  Contradictory findings were been
concluded by Al-dalaein and Al-kasasbeh [10]
that there was decrease in profit after the GST
implementation.

4. CONCLUSION

Thus, it can be concluded that GST with the
objective of One Nation One Tax has failed to
convince the shopkeepers and to make it
successful there needs to be more clarity in the
new tax regime. There was highly increased tax
burden and legal compliances, followed by
increase in workers hiring and no impact on ease
of doing business, loss and transparency in
business. Results also showed that there was
decrease in profit as they have to pay taxes more
than 6 times in a year. There were changes in
tax rates before and after GST as in food
category there was no change in the grocery
products. As regards as clothing category, there
was no change in women’s and men'’s fabric and
school uniforms but, decrease in tax slabs of
men’s and women’s readymade garments,
matching center and sari center. Furthermore,
Tax slabs were decreased in electrical goods,
equipments and utensils and crockery. For
medical and cosmetics, there was increase in
cosmetics and decrease in the gold jewellery.
There was no change in two wheelers tax rate.
Whereas, there was increase in three wheelers,
four wheelers, mobile phones and their spare
parts respectively. With the implementation of
GST, shopkeepers were having constraint in
filing GST as it was a complicated process and
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due to changing GST rates they were facing high
competition amongst the market.

5. RECOMMENDATIONS

As the study been carried out in the Hisar city,
following recommendations are been listed in
accordance with the research study performed:

l. As most of the respondents were facing
challenge due to the changing tax rates
by the central government, so the tax
slabs might or should be fixed,
rationalized and reduced.

Il Maijority of the respondents reported that
GST has increased the tax burden on
shopkeepers so, simplification  of
compliance might be done i.e. there
should be a single return instead of two
or three to ease taxpayers burden should
continue to be of prime importance due
to system challenges and also the
formats which are too complicated for
shopkeepers.

M. Trainings and workshops should be
imparted for the shopkeepers and
consumers to increase their awareness
regarding this new tax regime.
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