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Abstract
Demonetization and GST are the twin reforms steps of Indian economy in two years of span. GST is comprehensive tax levy
on production point to consumption point. It is hoped that implementation of Goods and Service Tax (GST) will transform
India’s tax regime, making the system more transparent and put in order. Small and medium traders are the back bone/ primary
Growth operators of our economy. In India, approximately three million small and medium enterprises have been operating
business. Also it is a leading employment generating sector among the sectors in India. Further, it enhances the taxpayer base
by bringing them under its ambit, and will definitely pass on the burden of compliance and associated costs to them. Still, there
is a debate going on against the practice of different slabs of indirect taxes on different goods and services under GST, in
public, intellectual and political groups, in India. In this respect, rare gross root level studies have made regarding pros and
cons of the implementation of GST in India. The problem identified for the research has taken up an evaluative study of the
Implementation of GST in Belthangady town of Dakshina Kannada district, Karnataka State. In this micro level study,
researcher has exhibited, in front of scholars, the pulses of retailers about the executed new indirect tax (GST) in the study
region.
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1. Introduction
Classicalists were more relied on laissez-faire policy which
devoted the least government intervention in economic
activities. But days lost, government role in economic
activities had been widened. Since the Second World War,
all the representative governments’ key objective is to
maximize their citizens’ wellbeing [1]. Governments’
expenditure has increased when its role in economic
activities has increased and such expenditure has been borne
by its taxes and nontax revenues. Taxes are the backbone of
every economy and also necessary sources of the
government. Taxes are the mandatory financial charges or
some other type of levy imposed upon a taxpayer by the
government organization in order to fund various public
expenditure. According to World Bank report, India is the
world’s 6th largest economy and ahead to become the
world's fifth largest economy in terms of GDP. Common
characteristics of Indian economy are high population
growth, accessibility of skilled cheap labour resource,
growing demand for consumer goods and services and
minimum political and legal risks which are made India is
one of the hot spots of the world for investors, traders,
businesses. However, time and time they were complained
about the complexities involved in the tax (both direct and
indirect) structure. In this regarding requisite reforms have
placed in order to strengthen the direct and indirect tax
system in India.
Conservative knowledge on tax reforms offers us at least
three different model of tax reform. The optimal tax (OT)
model is satisfactory in terms of its theoretical soundness,

but has been found to be impractical in its applications [2].
The Harberger tax model (HT) suggests that tax reformers
should pay less attention to the economic methodology and
more to best practice experiences. The basic Harberger tax
reform package for developing countries that are price
takers in the international market consists of, inter alia, a
uniform tariff and a broad-based VAT (value-added tax) [3].
The supply-side tax model (SST) emphasizes the need to
reduce the role of the state. This model emphasizes the need
to broaden the base with minimal exemptions and
preferences and to have low marginal tax rates. The recent
reform approaches combine elements of all three models
sketched above. The thrust of these approaches is to
enhance the revenue productivity of the tax system while
minimizing relative price distortions.
Indirect taxation in India dates back to few centuries in
Kautilya’s Arthasashtra [4], Manu Smriti [5] and British rule.
In the early 1960, the Boothalingam Committee had
recommended introduction of a general excise levy of 10
per cent on all goods produced in the country but central
government did not accept this recommendation. Sales tax
was first introduced in India in the province of Bombay,
where a tax was imposed on sales of tobacco within certain
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Jon Maynard Keynes (General theory of Employment, Interest and
Money-1936) who remembered the role of government in achieving
stabilization and economic development.
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Ahmad, Ehtisham and Nicholas Stern, 1991. The Theory and Practice of
Tax Reform in Developing Countries (Cambridge, University Press).
Harberger, Arnold, 1990. “Principles of taxation applied to developing
countries: what have we learned” in Michael Boskin and Charles
McLure, Jr., eds., World Tax Reform: Case Studies of Developed and
Developing Countries (San Francisco, ICS Press) pp. 25-46.
Taxes were collected in the form of crop and/or any agricultural product.
Such collections were generally ear-marked for some specific purposes
or for the developmentof the State. Taxes were also raised separately for
meeting internal and external exigencies like famine, flood, war etc.
He laid down that traders and artisans should pay 1/5th of their profits in
silver and gold, while the agriculturists were to pay 1/6th, 1/8th and
1/10th of their produce depending upon their circumstances
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very limited urban and suburban areas. In 1976 the Indirect
Taxation Enquiry Committee was constituted under the
chairmanship of L.K. Jha. Its report hinted at the GST. In
1985-86 budget, finance minister V.P. Singh proposed to
introduce modified value added tax (MODVAT), which
became effective from April 1, 1986. Raja J. Chelliah,
the chairman of the tax reform committee, strongly
advocated the implementation of VAT at the manufacturing
level covering all goods. The Indian government partially
honored the proposal in its 1993-94 budgets. Modified
Value Added tax (MODVAT) was replaced the Central
Excise Duty (for selected commodities in 1986). In a small
spam, it was gradually generalised to all commodities
through Central Value Added Tax (CENVAT). Raja J
Chelliah (1991-1993) who suggested that laws relating to
taxes should be made as simple as possible and to
modernize the methods of tax administration.
Implementation of GST has been bold tax reforming step of
the central government. GST is a comprehensive tax levy on
production point to consumption point. Almost 161
countries, including India, in the world have introduced
GST one or other form till now. France was the first country
introduced GST. The idea of introducing GST in our
country was initiated by the government of India under the
leadership of former prime minister Attal Bihari Vajpayee.
It simplifies the complex and multiple tax structure by
supporting and enhancing the economic development of a
country. Earlier there were at least 25 different types of
taxes that a new company had to pay if it decided to start
business in India, this included direct as well as indirect
taxes like custom duty, service tax, VAT, central sales tax,
entry tax and so forth. Due to complexity, less transparency
in earlier tax system, GST has introduced on 1stJuly, 2017.
Under GST tax slabs have declared into five rate categories
of 0, 5, 12, 18 and 28 per cent.
2. Review of literature
Accessible review of literature and documentary sources
certainly help to have apparent knowledge about the
research issue that conducted in the particular area in the
past. Issues relating to importance of GST, nature and
impact and so on will plan to review under this head.
Literatures which were conducted in earlier helped to
identify the research gap and presented in chronological
order.
Praveen Chakravarthy and Vivek Dehejia (2017) pointed
out that implementation of GST is not exacerbating the
indirect tax system rather than it is ameliorate of "placebased" economic policies [6]. Monika Sehrawat and
Upasana Dhanda (2015) argued that proposed GST is most
decisive tax reform in India and which had been long
pending due to the political issues [7]. Pankaj Kumar et al.
(2016) focused on the problems likely to be faced by state
government and central government in implementation of
GST [8]. Sanjoy Roy (2016) stated that GST is one of the
most important reform agenda which can provide a new
input to economy and helps to attain inclusive growth.
Further, researcher suggested that the central government
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“Will GST Exacerbate Regional Divergence?” Economic & political
weekly, Vol-LII NOS25&26, Jun 24, 2017, pp 97-101.
See: "GST in India: A key Tax Reform", International journal of
Research- Granthalayah, Vol.3 (Issue 12), December 2015, pp133-141.
See: "Goods and Service tax in India: Problems and Prospects", Asian
Journal of Management Research, Volume: 6, Issue 3, 2016, pp 504-513.

and the all political parties to come together to find
agreeable solution to end the logjam in implementation of
GST [9]. Kashif Ansariand and Garima Jain (2017) argued
that GST is most business friendly reforms in India and
negative problems associated with the implementation of
GST are short term obstacles but in long term its benefits
will help to accelerate the economic activities [10].
Girish Garg (2014) discussed, seriously, the possible
challenges and threats of GST implementation on Indian
economy [11]. Ramesh R Kulkarni (2016) finds out the truth
by conducting primary level study that the majority of the
traders had awareness about the upcoming new tax reform
but they have not prepared to execute the GST in their
Business [12]. Poonam (2017) pointed out that after the
introduction of GST, Indian products would more
competitive in the domestic and international market [13].
Govinda Rao M (2017) argued that the multiple tax rate
structure that has been complicated the taxing process and
resulted in high observance costs and disputes of
classifications [14].
3. Scope, relevance and limitations
The Present study has been geographically restricted to
Belthangdy town of Dakshina Kannada district [15]. The
study has taken up for the evaluation of implementation of
the GST in the above said study region. Thus, this is a
specific study (Regions specific and issues specific) which
certainly contributes to the field of public economics at
minute level. Viewed from this angle the study assumes
relevance in its own way.
4. Scope, relevance and limitations
The Present study has been geographically restricted to
Belthangdy town of Dakshina Kannada district [16]. The
study has taken up for the evaluation of implementation of
the GST in the above said study region. Thus, this is a
specific study (Regions specific and issues specific) which
certainly contributes to the field of public economics at
minute level. Viewed from this angle the study assumes
relevance in its own way.
5. Impact of GST
The implementation of GST will transform India’s tax
regime, making the system more transparent and more
See: “Transition to Goods and Service Tax (GST) Regime: Rational and
Impasse", The NEHU journal, =VoI.XIV, NO. 1, January - June 2016, pp
51-67.
10
See: "Impact of GST on Indian start-ups", International and research
journal, Volume: 3, ISSUE: 5, May 2017, pp 445-448.
11
See: "Basic concepts and Features of Goods and Service Tax in India",
International journal of scientific research and management, Volume: 2,
Issue :2, February 2014, pp 542-549.
12
See: "Awareness and Preparedness about GST among the Retail Business
in India-An Empirical Study of Hubli-Dharwar City", International
journal of informative and Futuristic Research, Volume 4, issue 1,
December 2016, pp 5771-5778.
13
See: "GST in India: An Introductory Study", 6th International
Conference on Recent Trends in Engineering science & Management,
8th January 2017, pp 574 - 582.
14
See: "Goods & Service Tax", Arthika Charche, Volume: 2 No 1, January
to June 2017, pp 5-8.
15
Belthangdy is the one of the five taluks of Dakshina Kannada District.
Keeping the issues of scope, time and financial burden in mind, field
survey has been restricted to Belthangdy town geographical area only.
16
Belthangdy is the one of the five taluks of Dakshina Kannada District.
Keeping the issues of scope, time and financial burden in mind, field
survey has been restricted to Belthangdy town geographical area only.
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prepare less, but requiring more compliance as well. Small
and medium traders are also back bone as well as primary
growth operators of our economy. In India, approximately
three million small and medium enterprises have been
operating business and also a leading employment
generating sector among the other sectors. Before GST, a
business operation across different states needs VAT
registration. Different tax rules in different states only add
to the complicatedness and leads to business incurring high
procedural fee. GST enables a centralized registration that
will make starting a business easier and the consequent
expansion an added advantage for small and medium
traders. It remove the double taxation and offered easy way
for the business. It is believed that currently practiced GST
system will enhance our products competitiveness in the
domestic and international markets.
Currently practiced tax indirect tax reform will remove the
problem of tax on tax, reduce the production cost, lead to
sustainable growth, abate the BOP problem, avoid tax
evasion, improve the tax to GDP and by this way contribute
to overall growth the Indian economy. According to Balaji
P.B, group CFO of Tata motors “the GST has reduced the
complexity of our indirect tax regime significantly and is a
key millstone in the government’s efforts to improve ease of
doing business in India. Particularly in the automobile
industry, it has helped to improve the operational efficiency
of our supply chain, resulting in enhanced and streamlined
operations. On the execution front, we still have a few
teething troubles, particularly in the returns filing process
and e-way bills that should be addressed in coming days”
[17]
. Since the implementation of GST, both the direct and
indirect tax collection amount of the central government has
increased considerably. Secondary data regarding the
growth of direct and indirect taxes during 2010-11 to 201920 have presented in Fig.01.

periods of 2010-11 and 2015-16 respectively. Contrary, in
this regard, low of 4.58 per cent and 6.43 per cent growth
rate registered in 2013-14 and 2017-18 respectively. Among
the several regions, inadequateness in tax structure, policies
and law have caused for the inconsistent growth of the tax
assortment in both the cases, in India. Since the
implementation of demonetization and GST, there has been
slit increase in the fiscal consolidation of our country,
shown in Fig. 01. Further, it is expected to register the
growth rate of 15 per cent and 12 per cent from direct and
indirect tax sources, respectively, during next budgetary
period of 2019-20 which is low as compared to 2018-19
data. Former may be the reasons of announcement of
income tax rebate and change in the tax rate slabs of several
goods and services under GST.

Source: budget directorate (CBDT), government of India, (data
have calculated and put in the form of fig)

6.2 Mode of retail business
Retail business is one of the pillars of our economy and
accounts for about 10 per cent of its GDP. The Indian retail
market is estimated to be US$ 600 billion and one of the top
five retail markets in the world by economic value. India is
one of the fastest growing retail markets in world. It is the
occupation for several landless people in India. Several
types of retail business established in the study region of
those some important retail business have considered for the
study and in this regard data have been presented in Table01.

Fig 1: Growth of the Direct and Indirect Tax collection

In Fig: 01, we can see the ups and downs in the growth of
both the direct and indirect tax collection over the period of
10 years in India. Indirect tax has registered the highest of
above 40 per cent and 30 per cent of growth rate during the
17

Over 200 days of GST : the Road Ahead, Pratik Gain, Partner and
National Leader- Indirect Tax, www.pwc.in

6. Research results, discussion and interpretation
Here researcher has made the analyse of research results
along with discussion and interpretation of field survey data
which have gathered through using structured interview
schedules in the study region. Totally 80 sample
respondents (retailers) from Belthangdy Town of Dakshina
Kannada district have been randomly chosen for the primary
level survey. Issues relating to the opinion about GST
enforcement, short term and long term impacts on retail
business, rate of acceptance and other related questions were
employed to know the pulses of retail businesses about the
GST enforcement in the study region. Primary level data
were gathered through engaging different age group of
minimum of 21 years of old and maximum of 60 years old,
respondents of retailers’ in the study region.
6.1 General Information
Universal data, in the field, have incorporated the
information of gender, education qualification, bank account
and so forth of the respondents. Of the total respondents
interviewed about 84 per cent of respondents belonged to
male category remaining was female. This shows that, even
today, there is an existence of male dominated retail
business in the study region. The results revealed that
majority of about 42 per cent of them have completed Pre
university education and Graduation level of education
together followed by 20 per cent of respondents was able to
finish just secondary level education in the study region.
Further, no illiterates were found registered and only 4 per
cent of respondent obtained double degree in the study
region. Dakshina Kannada district is pedicel of banking
where five leading banks were originated. The respondents
in the study region have better knowledge about banking
business. Supporting this, all the respondents interviewed in
the study region have bank account and availed financial
transactions through banks.
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Table 1: Mode of Retail Business and Opinion about Enforcement of GST
Section-A: No. of
Section-B: Retailers’ Opinion
Respondents (%)
about Enforcement of GST
(01)
(02)
(03)
(04)
Gift Store & Grocery Store
24(30.00)
Happy
05(06.25)
Small Textiles
11(13.75)
Very happy
41(51.25)
Pharmacy
06(7.50)
Satisfactory
07(08.75)
Provisional Stores & Bakery
26(32.50)
Unhappy
11(13.75)
Electrical good shop
13(16.25)
Very unhappy
16(20.00)
Total
80(100)
Total
80(100)
Note: Figures in the Brackets are the percentage to total
Source: Data gathered through Primary Investigation, April–May 2018
Modes

Section A Table-01 realized the fact that researcher has
given preference, based on existence, to all type of retail
business while collecting primary level data in the study
region. Of the total respondents interviewed, 32.50 and 30
per cent of respondents have interviewed from Gift and
Grocery Store and Provisional stores and Bakery
respectively. Followed by other sectors like pharmacy, small
textiles and electrical shops have also received the
representation under the field survey.
It is traced out from the Section-B of Table-01 that more
than 51 per cent of them were very happy with the central
government move. Further, Data also revealed that about 34
per cent (20 % -very unhappy + 14 % just unhappy) of the
retailers were not ready to support the central government
move of indirect tax reform in the study region. Observation
method is most commonly used method in the field of
research of behavioral sciences. Here, it is very imperative
to note the observation of researcher that people belonged
to, particularly, one community (not mentioned the name of
that community - anti of central government) in the study
region sturdily kept the angriness on Central government
regarding GST move.
In Section C of the Table-01, it is revealed from the field
study that about 66.25 percent of the retailers’ in the study
region has accepted reduction of tax burden due to
implementation GST in India. Further, accountable of about
33.75 per cent of respondents was not ready to accept the
reduction of tax burden in this respect. Based on the above it
can be concluded that respondents in the study region have
mixed opinion about shifts of tax burden after
implementation of GST.
6.3 Impact of GST on retailers Revenue
Primary level data regarding impact of GST on retailers’
earning revenue and Volume of sale are presented in Fig: 02
and 03.

Indirect Tax Burden
(05)
Increases
Reduces

(06)
27(33.75)
53((66.25)

Total

80(100)

Source: Data gathered through Primary
Investigation, April-May- 2018
Fig 3: Respondents' Opinion about Impact of GST on Revenue (%)

Figure 02 revealed the fact that huge percentage (38.75%)
of retailers has faced the problem of declining sale of their
product after the implementation of GST in the study region
followed by only 3.75 per cent of them in favor of sales
study that major proportion (52%) of retailers has not faced
any changes in their sales volume after the implementation
of new indirect tax reform in the study region. The above
lines opened up the fact that implementation of GST has
assorted consequence up on retailers in the study region.
In figure 03, it can be viewed that of the total respondents
interviewed about 56.25 per cent of respondents has thought
that implementation of GST has not impact on their revenue
in the study region. Further, about 20 per cent of retailers
opined that implementation of GST has hardly impacted on
their revenue and remaining 23 per cent retailers has
shocked little by the GST move of central government. It is
the hope of the retailers that new tax reform that required
little time to uphold retail business; initial impacts of GST
on retailers will be a short term problem and resolve it
automatically.
6.4 Respondents Opinion about Short run and long run
effect of GST
According to Japanese financial service major Nomura,
“GST is a game changing indirect tax reform and in short
spam macro-economic implications of GST should be
mixed while long term implications should lift growth and
enable greater general government fiscal consolidation”.
Keeping the above statement in mind, researcher gathered
the information of retailers’ opinion about the short term
and long term effects of GST on their business and provided
in Table-02.

Fig 2: Respondents ' O inion about Impact of GST on Sales
Volume (%)
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Table 2: Short run and Long run effect of GST
Short Run Effects
Long Run Effects
No. of Respondents
No. of Respondents
(01)
(02)
(03)
Positive
19 (23.75)
61(76.25)
Negative
53 (66.25)
13 (16.25)
No effect
08 (10.00)
06((07.50)
Total
80 (100)
80 (100)
Note: Figures in the Brackets are the percentage to total
Source: Data gathered through Primary Investigation, April-May2018
Effect

It is crystal clear from the Table-02 that implementation
GST has affected negatively in a short run but its effect will
be positive in the future days, said by the retailers.
Statistically say, about 66.25 per cent of the retailers felt
that adversity is high in short run but such hardship will be
disappeared in future days (76.25% said positive in long

run) and smoothening the business in this respect. Any
novel efforts of the government will give initial pain to
businesses/publics because it takes time to adjust system for
new developments in the field. It is proved from the study
that only 16.25 per cent retailers stated that there will be a
negative impact, on small traders, in the long term.
6.5 Retailers’ overall vision of the implementation of
GST
To find out the overall view of the retailers about the
implementation of GST, researcher has employed weight
point score method for data analysis. The weight point’s
score has been accorded in descending order of 5,4,3,2 and
1 for the views of 80 respondents, as describing the Overall
outlook retailers about of implementation of GST: Reduces
Tax Burden, Increases Government income, Increases
Prices of Goods & Services, effect on retailers, the
calculations have presented in Table- 03.

Table 3: Retailers’ Overall outlook
Respondents and Weight Points (WP)
Causes for Short Life No. of
No. of
No. of
No. of
No. of
Total
WP 5
WP 4
WP 3
WP 2
WP 1
Rank
of Roads
Resp.
Resp.
Resp.
Resp.
Resp.
WPs
(01)
(02)
(03)
(04)
(05)
(06)
(07)
(08)
(09)
(10)
(11)
(12) (13)
Reduces Tax
09
9X5 45
14
14X 56
25
25X3 75
23
23X2 46
9
09X1 9
231
V
Burden
Increases Government
24
33 33X5 165
24X 96
10
09X3 27
07
07X2 14
07
07X1 7
309
I
income
Increases Prices of
11X5
11
17
17X4 78
26
26X3 78
15
15X2 30
11 11X1 11 252
III
Goods & Services
55
Effect on
13
13X5 65
23
23X4 92
15
15X3 45
11
11X2 22
18 18X1 18 242
IV
Retailers
Causes for overall
26 26X5 130
21
21X4 84
19
19X3 57
17
17X2 34
--305
II
economic Development
Notes: 1) Total number of Respondents 50, 2) WP=Weight Point, Source: Data gathered through Primary Investigation, April-May 2018.

It is clear from the calculations that respondents have
assigned highest weight of 309 points to increase
government income and stay at 1st rank among five items
(Secondary data were also proved). Further, 2nd rank has
given to overall economic development with second highest
weight of 305 points score. Thus, it can be inferred that, in
the region, with a score of 252 and 242 weight points, items
of Increase price and affect retailers have stood at 3rd and 4th
rank respectively. Added to this, based on the calculations it
is proved from the field study that the item like reducing tax
burden has gained lesser weight (120) and stayed in last
position among the five items.
7. Findings of the study
Based on the earlier discussions, findings of this study,
micro level, have listed in following.
After implementation of demonetization and GST, fiscal
consolidation of the country has shown increasing trend.
In the field, retailers articulated mixed view about the
implementation of GST, about 67 per cent of the retailers
did not unhappy with the implementation of GST in the
Study region.
Researcher observed that while answering the questions,
few respondents (certain community) in the study region
were expressed politically provoked reply for the research
questions.
In the study region total respondents about 66.25 per cent of
respondents agreed that GST was able to reduce tax burden.
Of the total respondents interviewed about 57.50 per cent of

respondents have not seen any changes in sales volume after
implementation of the GST and 38 per cent of them have
faced the declining trend of sales volume in the study
region.
About 57 per cent of the retailers thought that
implementation of GST has not impact on their revenue in
the study region and about 23 per cent of retailers opined
that implementation of GST has hardly impacted on their
revenue.
New Tax reform that required little time to uphold retail
business; initial impacts of GST on retailers will be short
term problems and such problems resolve automatically
days go. Overall view of the retailers about implementation
of GST is that increases the tax income and causes for
overall development of the economy in future days.
8. Suggestions
Researcher has traced out some important findings of the
study. Based on the findings, to resolve difficulties in
implementing of GST in the study region, researcher has
offered some valuable/suitable suggestions. Such are as
follows: GST is the tax that imposed from producer point to
consumer point. Small retailers even today not able to make
transaction along with GST bills in village and municipality
level. In this regard, here researcher suggested that
government has to place strict vigilance on such transitions
particularly in the study region and country as hole in
general.
Central government with the aid of state governments has to
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organize the tax literacy movement at small towns and
village levels for adequate implementation of GST.
9. Conclusion
The GST system is basically structured to simplify the
multiple indirect tax system in India. A well designed GST
is an attractive method to reduce the tax burden. This study
traced out the fact in the study region that retailers have
given mixed opinion about the implementation GST in the
study region and they have thought that in future days this
move will be beneficial for retail traders. Added to this, few
respondents have given politically motivated views and
stated that central government move of implementation of
GST negatively impacted on sales volume and income of
retail business. On priority, it is up to the government to
address the capacity building amongst the lesser-endowed
participants, such as the small-scale manufacturers and
traders. It is clear from the field that retailers have not very
much angered with the central government move of
implementation of GST in the study region. GST will
become good and simple, only when the entire country
works as a whole towards making it successful.
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